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against financial policy correct, but that social
poverty is unnecessary, and is in fact a crime against
Society out of which the other questions of unemploy-
ment and war arise. .

I

I

!

I
I

I

i

I
t

I

CHAPTER XII

THE PRICE OF PENURY:-

AN ANALYSIS OF PRODUCTION COSTS AND

PRICE.FIXING

PREJLIMINARY

IT is not logical to say that the price of scientific
progress is economic poverty; nor that the cost of
closer communion between the peoples of the world
is economic war. However the mind prejudiced by
preconceived ideas may regard the present economic
organisation, he cannot, unless indeed he is wilfully
blind, express satisfaction with the results of the
present methods.

On the one hand applied science holds the key to
unlimited wealth; further, new treasures are con-
timml1y becoming available for the use of men. The
conversion of this natural wealth, also, from the ra\v
state to the form most useful to the consumer, is con.
tinually becoming easier :-

The continual tendency of scientific progreRs is
to remove the burden of ]abonr from men to
machines, and to make their planctary home
more and more one unit to their immediate
consciousness.

Must the labourer therefore starve because his work
may be done more efficiently by a machine? Such is
not the policy of thinking men, and if such an effect
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is imposed in practice, it must be because of a defect
in. a System that hus passed beyond the stage of con-
sCIOusness, and become to the minds of men an "in.
evitable,"-eqllivalent to the operation of a natural
law.

Therefore when approaching the very core of the
new analysis of "financial" economics, deliberate
thought must be applied to the manner of approach.
It must be remembered that on the other hand from
the admitted triumphs of the productive sciences there
is a darkness of individual poverty misery and
degradation, and the rumblings of coilective discon-
tent a,nd revolt.

Further, it must be emphasized QO'ain that the
'. b

economIC system IS not a system into which the habits
of men must mould themselves, but that it is merely
the sta;tement of those habits as interpreted by
economIC students.

If in the intricate and rapidly-expanding
mechanistic civilization ,of the past century, the
methods of control have had to be based on ready-
made theories, it is permissable to criticise those
the?ries by the effects of their application and if
t~eIr e.ffects are. seen to be poverty in the midst ~f a
glg~ntIc produclllp- organi~ation, and struggle for the
m,alllten.ance of disappearlllg foreign markets, every
dwgnosis of the defects of the system should be
received with the proper atmosphere of scientifie
detachment, and if the remedy, as it were, is sug.
~ested naturally by a recognitio~ of the disease, then
It may be hoped that no cla'Ss-lllterest or other un.
scientific prejudice should prevent the necessary
amendment of the old and trial of the new method.

Som~ fundamental agreement is necessary to
appreciate the force of an argument; it must there-
fore be taken as admitted tlH1t, if the element of
" money" were entirelye1iminated, and the produc-
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ing system allowed to work at fullest capacity for the
production of GOODS DESIRED BY frHE COM-
MuNITy' and finally, if each individual were to
become entitled to a proportionate share of these
goods limited only by the extent of production, then
indeed the words" poverty" and" want" would
have no meaning to any citizen.

Assuming that this in theory is possible, Major
Douglas identifies the flaw in the system which makes
it impossible in practice, by the present method of
distributing GOODS to individuals by means of
money-tokens. This is the point (No.9) which in
Chapter XI summarized the effects of the present cir-
culation of money, and it is advisable to state the
argument of Major Douglas in his own words.

THE] DOUGLAS THEOREM REGARDING PURCHASING POWER

Briefly, the point emphasized is that the purchas-
ing power issued to individuals MUST be included
in the cost on which Price is based, and that the cost
includes OTHER PAYMENTS, the Price therefore
always being greater than the purchasing-power
available to meet it. The proposition as stated by
Major Douglas was given in the preceding chapter,
and must be repeated:-

" The Wages, Salaries, and Dividends distributed
durinO' a given period do not, and cannot,
buy the production of that peri?d; th.at
production can only be bought, LC., {lIs-
tributed, under present conditions by 3,
draft and an increasing dmft, on the
purchasing-power distributed in respect of
future production, and this latter is mai~ly
and increasingly derived from financIal
credit created by the banks."

There is contained in this theorem a dynamic con-
ception of industry that is opposed to the static con-
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ception commonly held, and this idea of " flow" hasproved to be elusive to many students, primarily
because they endeavour to approach the problem with
the older method of attack. Major Douglas supports
the theorem as follows:

" 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 th~
?ne hand as 3; d~vi.cefor the distribution of purchas-
mg--power to mdIvIduals through the media of wages
salaries, and dividends, and on the other hand as ~
manufactory of prices,-financial values. Fro~ this
standpoint its payments may be divided into two
groups :-
Group A.

,

r

I

t
II/,

II

,I

I,

price of the scrap recovered would probably be about
one penny. The wages value of the total man-hours
expended on the conversion from the blank to the
finished nut and bolt might be 5/-, and the avera,ge
plant charge 150% on the direct time charge, i.e., 7/6.
The factory cost therefore would be 15/11, of which
7/6 or just under one-half, would be plant charge. Of
this plant charge probably 75% or about 5/7 is
represented by the sum of the items which are either
afterwards wiped off for depreciation and conse-
quently not distributed at all at that time, or are
distributed in payments outside the organisation,
which payments must clearly be subsequent to any
valuation of the articles for which they are paid, and
do not affect the argument. Without proceeding to
add selling charges and profit, it must be clear that a
charge of 15/11 on the world's purchasing-power has
been created, of which only 6/10 is distributed in
respect of the specific 3.rticle under consideration."

The conclusion drawn by Major Douglas is that if
the purchasing-power issued by one factory in any
one unit of time cannot buy the product of that
factory during the same unit of time at the price

. which the present system necessitates, and if aU
factories must price their production in a similar
manner, (as they do), the aggregate purchasing.
power in the hands of individuals must alwa.ys be
less than the price of the aggregate production which
it is expected to buy.

Thus the necessity arises to export goods, or to
obtain new bank credits to buy the surplus, or to
distribute new purchasing-power to the individuals of
the community.

But such purchasing-power can only be dis-
tributed in return for work on further
production and therefore creates a new
" price" equal to itself.

All payments made to individuals.
(Wages, Salaries and Dividends.)

Group B. All payments made to other organisationI'!.
(Raw materials, Bank Charges, and
other External Costs.)

. ". ~ow th: rate of flow of purchasing-power to
mdIvIdua~s IS represented by A., but since all pay-
ments go mto prIces, the rate of flow of prices cannot
be less than ~. plus B. 'l'he product of any factory
may be conSIdered as something which the public
ou~ht to be .able to buy, although in many cases it is
an mtermedIate product and of no nse to individuals
but only to a subsequent manufadurer: but since A.
will not purchase A. plus B. a proportion of the pro.
duct at lenst equivalent to B. must be distributed by
a form of purchasing-power not comprised in the
drscription grouped under A."

In further elaboration, he gives the actual cost.
figures of one industrial operation:

" ~ s!eel bolt and nut weighing ten pounds might
reqmre ]~ the bla.nk a.bont eleven and a half pounds
of matrrIal, representmg, sa.y, 3/6. The net selling

'I

~.~...',;,...
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.
I( Thus it is that we find the whole industrial world

eIther glutted with un saleable accumulations of stock
or else p~unged into a maelstrom of production a
mad strlvmg of the various communities to earn' by
producing goods, sufficient wages and dividend~ to
p~.rchase the accumulated ~rod~ction of the past, and
bung left ever farther behmd III the race." (C. l\f.
IIattcrsley, M.A.

((
The Community's Credit.")

218

DEFINITIONS

Knowledge of the actual operation of the financial
sy~te~ ren~~rs the main conception of the theorem
qmte mtell1glble, but some of the minor implications
m~y r:equire .elaboration. It should be noted that the
prInCIpal pOInts regarding the issue and circulation
of currency, set out in the precedhlO' chapter are
crystallized in. this statement of th~ fundam~ntal
de~ect of the system, and that the points emphasized
al'lse naturally from the foregoing examination of
the ~fon:y Trust and the impact of its policy on pro.
ductIve Industry. The Douglas criticisms are state.
ments of fact that must be accepted and when
accepted h~s interpretation of them fol1o~s logically.
The folloWIng paragraphs illustrate the point. these
are replies given to criticisms very often passed upon
the the,orem, to explain propositions, i.e.,

(1) 'IIIAT ALL MONEY IN THE HANDS OF
INDIVIDUALS HAS BEEN IN FAOT INOLUDED
IN OOST OF PRODUOING GOODS AND THERE.
FO~E IN PRIOE. This obvious fact is not always
a,dmItted, even when the method of issue of money
has been examined. New money comes from the
Money ,!-,rm;~,in. the shape o~ bank loans; purchasing.
power IS dIstrIbuted by mdustry. The principal
sources of the incomes of individuals place the state.
ments beyond dispute :-

1

I

I
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'WAGES AND SALARIES-

(a) In extractive, agricultural, and manufacturing
industries are a part of the prime cost (wages) and
factory or total cost (salaries) on whieh prices are
based.

(b) In distributive trades, merchants, factors,
wholesalers, and middlemen generally, are added to
the purchase-cost of finished goods and included hI
price to the retailers; wages paid by the latter are
included in the retail cost to the consumer.

(c) In transport, general and financial or commer.
cial organisations, and professions, are issued from
the charge levied upon either the vendor or purchaser
of goods for distribution, and therefore are charged
in Price,-or alternatively are issued from the pay.
ments received from individuals who transfer part of
their previously. earned purchasing.power in return
for services.

DIVIDENDS, INTEREST, ANNUITIES, AND
PROFITS (OF SOLE TRADER OR FIRMS) can
be classed as above, but obviously these cannot be
realized in the case of businesses until the industrial
process has been completed by the sale of the" Oon-

. sumable" goods and receipt of the" price," while
they do not become purchasing-power until actually
issued to the individual. Such income, therefore, if
from a business cannot be realized except from Priee
-and if from another individual (as mortgage or
loan interest, etc.) is merely a transfer of income
earned elsewhere from one to another.

I

r RENTS.-

Of business premises or lands are included in cost
as overhead expenses, and are recovered in price, and
similarly agricultural rents and mining royalties are
part of the cost. basis of price. Rents of private

i~
h
I'1.1
j'
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houses and lands are merely a transfer of purchasing-
power from the tenant who" earns" it from some-
where, to the landlord.

The remuneration of intellectual and artistic work
must come from other individuals, and is therefore a
transfer of purchasing-power earned in return for a
fierv.ice. It is l.lOton record that any work of artistic
or lIterary gemus has ever been financed by the issue
o~ a bank loan. The Cambrillge professor receives
hIS reward from a levy on the personal incomes of
some individuals who have received it elsewhere as a
profit or dividend, etc.

It is .therefore correct .to .s~y that all purchasing-
power m the hands of mdIvIduals has been issued
from the producing system, as explained; and that
an exactly equivalent" cost" has been included in
the price of consumable goods. The last two words
sugges~ .another common difficulty, regarding the
proposItIon-

THAT THE COST OF CAPITAL AND INTER.
MEDIATE GOODS MUST BE RECOVERED IN
THE PRICE OF CONSUMABLE GOODS.

CAPITAL GOODS are best understood by the
accountancy definition a.s all assets embodied in a
permanent form (as opposed to stock-in-trade, etc.)
and used for the purpose of further production.
Land nnd buildings and public works such as roads,
harbours, etc., are thus classified. In the case of
bu~ine~ses, such properties are usually acquired or
bUIlt eIther by bank loans or by the investment of
existing currency on the joint-stock principal.
Therefore the costs of these properties are either a
debt to the Money Market or to other individuals
whose ~urchasing-power has been reduced by a cor:
r~spondmg amount. !Iut. the sole economic justifica-
tIon of such propertIes IS the production of goods
required by the INDIVIDUALI-commmable goods,
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and since the individual cann?t ~>uy.them in bulk,
there is no apparent means of l1qmdatmg the ?ebt :-
but the method has already (been d~sc;Ibe,~'-C(Interest on Capital" and (DepreCIatIOn to
cover the wastage of the asset and recover from
PRICES sufficient to replace it-are .both inclu~ed
in the cost of whatever product th~ buslIle~s deal,s In,
and the price is consequently raIsed agamst Clt~ler
the intermediate manufacturer or the consumer hIm-
self. (

t f dIn the case of Public Works the
(

cos 0 pro uc-

tion" is received also either by bank loan or bJ: ~he
sale of bonds-Government or MUD;icipal Secu.nt~es,
etc. On these interest must ?e paId, an? a smkmg
fund created for their redemptIon. Both mterest and
capital cost are recover~d. by rate~ and ta,xes, (leav-
ing Government or mUIllClpal tradm~ to be regarde.d
as a business in which only a deficIency or loss. IS
recovemble by ta,xation), and the~e charges ~re m~
eluded in the accounts of all busmesses as an ex
penditure recoverable in price/in the case of nn
individual, part of the purchasing-power earned by
him is appropriated as payment for the communal
service represented by the charge.

But in either case it is obvious that the total C?st
of the property is included in PRICE,. toget?er wIth
the inflationary conception, Interest, Implyml:? th~t
the assets themselves (or the Capital embodied 111
them) have the power to create

((
new" money at .n

specified percentage. The logical outcome ?f all thIS

is fully described in Chapter XI (How CapItal goods
are paid for twice).

INTERMEDIATE GOODS are famili.ar,; th.ey are
those commodities which, by the specIalIzatIon of
industry, are the

((
finished goods" of ?ne"proccss

and carried forward as the
((

raw materml of the
next process, until they reach a shape and state of

221
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'~{~

~1~ direct use to the consumer. 'l'he various processes
from the mining of iron ore through the furnaces,
steelmaking, steelrefining, and so on until the minute
springs of a watch are finally created from a part of
the product, are obviously stages aiming at one result,
the satisfaction of a consumer's demand. Equally
obvious is the fact that the cost of every intermediate
stage MUST be added cumulatively and paid for by the
price set upon the finished product, because the price
of that alone is the only point where the commodity
is bought for CONSUMPTION, and not re-sold for
profit.

CONSUMABLE GOODS therefore are priced to in-
clude the costs of ALL intermediate and capital pro-
duction, because they are the only point where the
element of financial profit is displaced by purchase
for the satisfaction of wants. They are the turning-
point in the circulation of money, as they must be
paid for by " cash" in the hands of individuals that
has been distributed by production and charged in
cost, and is thus recovered in price.

The objection is sometimes made that the" cir.
culation" or "efficiency" of money creates pur-
chasing-power over and over again, but this is not
correct. When twenty shillings are paid to a retailer
for consumable goods he must use, say, eighteen of
them to pay the wholesale dealer, who must pay the
manufacturer, and so on back to the source. The
el profit" made at each stage is not new purchasing-
power; it is merely part of the consumer's 20/-,
which has been transferred from him to another
Ie consumer," WIlen the" money" concerned is
re-issued it bears an cqu,ivalcnt cost} and therefore is
not an addition to relative purchasing-power.

The Price of Penury 228

PRICEJ-BUILDING

The truth of the Douglas theorem should be
apparent, and its accuracy may be proved ,by
reference to any figures recording costs of productIOIl
and distribution, or any published accounts of ma.DU'
facturing companies :-

(1) The cost of one articlc} as already giv,en, shows
that the amount distributed as purchasmg-power
must of necessity be less than the price'value created.

(2) Similarly, the figures for one a~ticle are seen
to be reproduced when the ?nancla,l va~ues of
one facto1'Y are considered as m the Tradmg and
Profit and Loss Account for one year.

(3) Therefore, an Aggregate Trading and Pr~fit
and Loss Account if prepared for the whole of m-
dustry, (on similar lines to the Aggregate Balance
Sheet of the banks, already noted), would show the
same facts in an accentuated form.

PRICE-BUILDING IN ONE FACTORY, The
figures for one article already given, show that of a
Price (i.e., a charge against rur?hasing-powe~)
created of 15/11 only G/10 was dlstl'llJUte~ as .pm.

chasing-power in respect of it. T~e followmg ,IS an
analysis of financial val~es dealt 1~ by a partIc:ll~r
manufacturing company m the com se of one yeal, <LS
disclosed by their Trading and Profit and Loss
Account.
Payments made to Other

Organisations :-
,

Raw Materials.
Travelling Expenses.
Rates and Taxes.
Postages and Stationery.
Fuel.
Bank Charges.
Repairs.

£ £I:

15285 0 0
817 0 0
289 0 0
578 0 0
485 0 0
402 0 0
236 0 0

Total Outside Payments 17542 0 0
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Charges included in Cost, and
not Paid Away :-

Depreciation of Machinery,
etc.

Reserves.

£ £ Moreoycr, it cannot ue contendeu that the money
paid away to other organisations has been distributed
as purchasing-power to individuals, and become avail-
able for inclusion in the selling-price shown here.
The accounting system is double-entry, and under
present conditions failure to maintain the system
means insolvency. 'fhcrefore, if it is assumed that
the £17,542 paid to other firms is entcrcd as s!1les (or
income) by those firms, and paid away as purchasing-
power, then equally the £37,867 received from, other
firms must be entered elsewhere a$ cor-Its) and the
deficiency of purchasing-power is merely moved from
one point to another.

The money issued to other org!1nisations, if diA-
tributed by them as purchasing-power, IS
INOLUDED IN ANOTHER OOST, and
received in another PRIOE, in a manner
precisely simila,r to the Account here
analysed.

Expanding this method of examination to include
all the industrial and commercial activities of the
nation, approximately the same set of payments and
a similar statement of account would be required.
Such a national account, howcver, would suITer from
duplication, because in all cases excepting the reccipt
of money from the actual consumer (" sales "), the
amoun ts included as " sales" of one firm would be
stated as the" purchases" of another, or conversely
the" purchases" of one firm nppear as the" sale!'! "
in another firm's account.

It is thus apparent that the national account would
contain items cancclling each other out, and the
method may be examined in the building of price by
"process-costs," applicable either to operators
within one organisation or (as here shown) through a
series of firms :-

]0

995 16 0

2.i2 7 0

Total Reserve 1288' 8 0
Pa.yments to Individuals :-

Manufacturing Wages.
Salaries.
Director's Fees.
Profit a.vailable tor Dividend.

18671 0 0
1062 0 0

800 0 0
4058 17 0

Total Purchasing-Power Distributed 19086 17 0
Aggregate Cost, including Profit, Recovered

by Sales = £87,867 0 0

.~ssumi~g ,that the total profit is distributed as
dIvIdend, It IS seen that just over 50% of the total
cost has been distributed as purchasing-power, and
that therefore

.

By no possible means could the individuals em-
ployed in this particular fadory buy the
total product of the factory, yet an amount
bas actually been recovered in selling-price
o~ .double the amount paid to these in-
dIVIduals as purchasing-power.

How this happens will become immediately
apparent; meantime it must be noted that the two
conc:ete examples given,-the first referring to a
partIcular ARTIOLE, and the second to a particular
F ~OTORY, are based on the method of accountancy
ul1lversally accepted, which assumes that Total Oost
plu.s Pro~t, must be rccovered in Price. Therefor~
it IS ObVIOUSthat the cost figures of every article
produ~ed, ~nd th~financial values of evel'y factory
operatmg m the mdustrial system must show the
same r~sults, with varying percentages of purchasing-
power Issued.



Selling Price - - 68000

(8) Manuf. of Raw Materials - 63000
Consumable Other Charges - 25000
Goods. Wages, Salaries and

Dividends. - - 80000

Selling Price - £118,000
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(1) Extractive
(~line)

PRICE-BUILDINGBY PROCESS-COSTS
£

Wages and Salaries, say, 5000
Payments for Machinery

and Capital. Charges,
etc. - 5000

Thus the Selling Price to the Consumer = £118,000
and Purchl1Sing-power issued in all
processes = 60,000

Total Cost
Profit 10%

- 10000- 1000

:. Deficiency of Purchasing-power £58,000

All the figures are arbitrary, and do not refer to
any particular transactions, but similar tables can be
c;ompiled for any goods, and the final result shown
is a ratio of purchasing-power to price similar to
the manufacturing company's account analysed
above and is purposely" moderate" from the point
of view of this discussion.

As a matter of actual experience, all business men
know that, under the stimulus of scientific manage-
ment and" efficiency methods" industrial operations
are continually being standardised, and so soon as
that happens, the performance of the work is being
transferred to a machine. Thus the actual ratio of
purchasing-power issued to the price raised is nearer
1 :4: than the 1 :2 ratio used for demonstration.

In the National Trading and Profit and Loss
Account, therefore, as in the account for the
individual factory shown, the essential facts would
be; the aggregate amount paid out, a,nd its destina-
tion, and the aggregate amount received to cover the
expenditure.

Or, looking at the same process of price-building in
another way, it could be assumed that the figures
shown as the total deposits of the banking syst.em as
at the 31st December, 1920, plus the amount of CUI"
rency in actual cireulation, represented the actual
" money" available to finance industry FOR A
SPEOIFIED PERIOD. It could be assumed quite
logically, also, Umt this money operated the whole
industrial system regarded as one firm. In the very
nature of the present method, therefore, we know
that only a proportion between one-fourth and one.

(2) Intermediate
Manufacturer
A.
Furnace &
Foundry.

Selling Price - - 11000
Total Production sold to

Intermediate Manufac-
turer, appearing as
H Sale" in the present
account :-

-and H Cost of Raw
Material" in next ac-
count :- 11000

Other Charges - 10000
Wages, Salaries and

Dividends - - 8000

(8) InterIllediate
Manufacturer
B.
Steel Manuf.

Selling Price - - 29000
Sold to next Intermediate

Manufacturer.
Cost of Raw Materials - 29000
Other Charges - 18000
Wages, Salaries and

Dividends - - 16000
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half of the money would be distributed to individuals
and that this would be re-collected from them for A
PROPORTION ONLY of the total production. The
balance of the money would be " paid away to other
organisations," and not to individuals.

But since the industrial system is composed of
myriads of individual" organisations," or firms, it
would be apparent that the financial values not dis-
tributed circulate, by means of " the system of per-
fected barter," from the loan.issue stage through the
accounts of depositors on the prod'll.cing side of their
ac~ivities. Thus the only movement of " money" in
thIS way would be from deposit to deposit or from
loan to deposit, 01' from deposit to (repay) ioan and
the prices thus built would be principally i~ the
capital and intermediate stages of production and
w~uld still remain to be liquidated in the s~lling
prIce of consumable goods.

(C)The Cost of Imports - . -
Total Price, being the financial value

placed upon Aggregate Na.tional Pro-
duction. . . . . . -

(2) PURCHASING-POWER ISSUED '1'0
LIQUIDATE PRICES.

(A) Issued to Individuals as
Wages, Salaries, and Divi-
dends per section (A) of
I' Costs "
Deduct amount re-invested
by Individuals in industry
and not used to purchase
Consumable goods

100%

NATIONAL PRODUCTION IS P~ID FOR BY NATIONAL

CONSUMPTION

Thu~ a summary ~ay. be made of the aggregate
financial values entermg mto the national productive
system, i.e.-

(1) PRICE-BUILDING BY ACCOUNTING
COSTS.

(A) The Cost representing Work done
(or Capital invested) and distributed
to individuals as Wages, Sa]aries
and Dividends. . - - :

(B) Inter-unit Payments for Other Costs
not distributed, and representinO' the
financi~l values of Cf\<pital and In.
termedIate production, normally
financed in the first instance by a
loan (of financial credit) from the
Money Market.

.

Balance
Net Total of Purchasing-Power used by

Individuals to purchase Consumable
Goods

(B) The Price received for Exports, in-
cluding "invisible" or "intangible"
exports of Capital and services; this
item must be greater than Section
C of costs in every individual C01tntry
in the 'World, otherwise purchasing
power is further reduced - - -

Total, representing Aggregate Purchas-
ing power used to buy Aggregate say.
National Production a,s represented by 50%
Total Price -

It must be observed immediately that Aggregate
Production (represented by Total Price) includes all
the activities of the industrial and commercial
systems, and also that the Total Purchasing-power
used to meet the Total Price is a,gainst consumable
goods only.

This is 1)ecause the National Trading Account
must be. based on Accounting Costs, i.e. :-
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'l'llE 'l'OTAL COSTS INCLUDED IN
PRICE,

balanced against
THE TOTAL AMOUNT COLLECTED

FROM: INDIVIDUALS
for consumable goods, and from e~ery point
of view possible it bas been seen that tbe
RATE OF ISSUE of purchasing-power can
neyer e~u~l the rate of flow of costs in
prlCe-bmldmg. The Douglas theorem is
therefore correct both in general statement
and in detail.

:lBO The Price of Penury 231

. tinually to expand the power of production;
and if the potential increased supply cannot
be exported, the dcfir;iency of pu~chasing-
power must be remedIed by bank-Issues of
financial credit on an ever-expa,nding scale.

Since however those credits are issued principally
to fintt~ce capitai goods, and are included. in further
costs and new prices, while only a d.illlinishing per.
centage of them are issued. to indiviUuals as purclms-
ing-power, the whole position is re~uced. to ?n im:
possible absurdity, and the tragIc penaltIes ot
periodic trade catastrophes like the present (1920-
1924) prolonged deflationary cycle, are explained
fully.

ALL Purchasing-Power iss1led buys part only of
Prod1lction

The impossibility of the position is further em.
phasized by examining the point noted when analys.
ing the Trading Account of a particular firm; that a
firm serving the home market docs in fact recover
more in price than it issues in Purchasing-power.

The apparent contradiction is explained. easily, and
may be better understood by dividing Industry
roughly into three sections according to the type of
work done:-

(1) All production of Capital and Intermediate
goods including Imports for the purpose of
finally placing consumable goods before the
« home market "-in other words, of satis-
fying the potential demand of the com.
munity of individuals.

(2) All production of Capital and Intermediate
goods for the purpose of creating consumable
goods for export; in this case, however,
production ceases in many cases (e.g. textile
machinery) at the Intermediate sta,ge, and
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The present financia.l interpretation thus imposes
the condition that apart from Ba.nk loans tbe price
paid by individuals to industry for c'onsumable
Goods (f~r their ?wn us:) shall be the only means
of financlllg the llldustrIaI system; it is therefore
correct to say that:

PRODUC'rION IS PAID FOR BY CONSUMP-
TION,-and again the actual facts of tbe present
system, al~e~dy stated, serve to sbow the impossibility
of the posItIon :-

(1) Purchasing-power is issued only from In.
dustry, for Work, etc.

(2) Therefore purchasing-power is issued in
re~pect of f1lture production, and

(3) It IS expended, exceptin g three Per cent
It

" "
.

saYlllgs, on. ~l)nsumabJe goods for im.
m~dIate necessItIes, such goods necessarily
bemg produced at a past date.

(4) The Dynamic conception is thus demonstrated
to be correct, and further, the period from
date of Produ ction tn rla ,to ,,-{! r nn ov ""' y

.....y
"'~"""""""

OJ..., U. \.IV V..L 'C\..,t
'CJ. U

1?rice is continually lengthening, and
(5) Fmally~ the future production for which

purchasing-power is issued tends con.
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I.

does not proceed to the ultimate production
(e.g. cotton clothing). As effecting the
national producing system, however, all
goods sold abroad have the effect of brinO'ing
in purchasing-power in the same man~er
and the C(

fa;vourable" exchange produce~
new purchasmg-power.

(3) All. production of Capital goods that are
neIther exported nor made available for
the use of individuals, in the sense of per-
sonal consumption. (State productions of
public works have of course uses beneficial
t? the community, but they are not, ob-
vIOusly, consumable goods.)

In each section of production, the price of the goods
finally". sold" ?r charged against purchasing-
power, wIll be bUIlt up on :>,ccounting costs in the
manner already analysed.

Each section will include :-
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(1) Costs representing payments to Individuals
(2) Costs representing payments not distribut~d

to individuals. ~

and. equally so, the ,purchasing- power issued for each
sectIOn cannot possIbly equa,l the price of the aggre-
gate production of that section.

:Moreover, the aggregate production of two of the
sections does not in fact become available for pur-
~,hase by the community of individuals referred to as

the Home Market-" f OT' W hos'"
C>at ;"'fn"~ l' O~ t t..e1 "

'-'
JJ Lf:J avu .11 'ilwhole industrial system, in theory, exists.

Therefor~ the possibility exists of meeting the price
of o~e sectIOn of production, by the combined pur-
~haslllg-power of all three sections, a,nd this in fact
IS what happens in practice.
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The aggregate purchasing-powcr issue~ in rcspect
of ALL production, less" .savIllgs". and
re-investments is recovered III the prIce of
PART ONLY' that being section one, the
consumable go'ods bought by the individuals
of the Home Market.

Consumption therefore pay~ for production,-and
more it pays for the productIOn of goods that never
beco~e available for consumption. The facts may be
summarized diagrammatically.

PRODUCTION-COSTS AND PURCHASING-POWER

UNDER THE DOUGLAS" A+ D" ANALYSIS

Th Prodlldiv~ System,

I
I

I I,
eD Prodvction @ Produc:l1on @ uplYol .
for Home Marker. ForExporl'. ProducMon,

I I I
1I I I I I I r I

II«hosing ~'t,>~ Othor P""hasin,9~:i~st Other Pore~""n3-N£~r~st. ~~;.
n.- '$so<df}.~~ttQ Costs. ~ issVtO.rJeh..,n (cst!> fb,o,.r,sSe f\..d13"nq

A' Wo<jQ' L"r I ::; A@ I P""",,~.q I "'A@ IPo"f I
Selont$ Md' I 1OIai Cost.
DJ idends Tota) Costs Total Costs -AtE) Q)'
~ eD -A+,B.\D =A+f

@

IIndudi'>q
Profits is rrke of
Prlc~ to .I"'IU of Cllpif.)I~\.
ConSUmQr b ort~,

,

LZ!;MO
"""""'day.

Lp_"",L,!
!t>rch.,.ing -fb.,.,..(A}'2.

f\,rchasin9-ft"",~~).!>

Diagram :-\0. 14.
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il

II

[I,I 1Qta1 rri("lt f'1~(d
on Pmdvdiern r"Qf"
¥/hich no ~ha)II'\'
fuwt,.. b. h.ld by

!nd;.."dl.."'1s .,..

Ch3r"9(1 t!9Qin~1.
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RESULTS OF THE DEFECTIVE SYSTEM

When the accuracy of the Douglas theorem has
been grasped, an appreciation of the effects of the
fault identified follows logically.

Combined with the inclusion of all purchasinO'-
po.wer. in Price, the present system contains ';0
sCIentIfic method of price-fixing. In theory prices are
fixed by the l~,w of (avaihtble) supply and (effective)
demand, but 111fact the upper limit alone is so fixed.
Goods are sold" for what they will fetch," but they
cannot b~ sold at 1~88 than C08t under the present
system wIthout causmg :financial bankruptcy.

Thus, an !ncre~sed flow of purchasing-power merely
c~nses an !nflahon of the PRIOE of goods imme-
dIately avaIlable, and a precisely similar increase of
OOS.T of future goods in respect of which the pur.
chasmg-power is issued. The vicious circle cannot be
avoided.

. The effects of the system, therefore, are an imposi-
tI?n .of penury upon the majority of individuals
wlthm the nation, and an insistence on the necessity
for Export markets and capital production to justify
new issues of purchasing-power.

If one nation could have a monopoly of the export
trade of !he world, then indeed the favourable ex.
change mIght keep the community of individua.Is in
a. state of prosperity; but no nation under present
cIrcumstances can afford to bear a continuously un.
favourable exchange. How in fact could it supply
the" I?oney" unless the creditor nation (as sug.
gested .m C:hapter VII) began to lend it to them?

T.he mevIta~le efIec~s, in short, are poverty within
natIons, and mternatIOnal economic struggle leading
towards war. The position is well summarized by
N. E. Egerton Swann:-

" That civi1ization has now come to its deadliest
moment of peril since the Dark Ages is hardly a
matter of dispute among thinking people. A war.
weary world which is yet dra,gging itself .round the
same treadmill-grind that led it to war; ~s alre~dy
echoing daily with rumours of further ImmedIate
wars; an economic machine that creaks and groa.ns
on by uneasy fits and starts; unemployment nfe
throughout the world in recent years in face of .the
loudly-proclaimed need for whol~sale rec~nstructlOn)
and in our own country prescntmg us wIth the cer.
tainty of a :fifth successive winter of almost un.
exampled blackness; an industrial machine clogged
with its own prod.ucts, while in eve~y eou~try there
is an outcry against the poverty-strIcken hfe of the
majority-THAT is what we see around us."

': l'

"
f

~
"

R~SUM~

Major Douglas summarizes the facts. of the situa.
tion as described by the theorem stated III the follow.
ing terms i.e.,-

The roots of the disease, then, are as follows:-
. (1) 'Wages, Salaries, and .dividend~ wi!! not pur-

eha,se total productIOn. ThIs drfficulty Is
cumulative. .

(2) The only sources of the purch.asmg power
necessary to make up the difference are
loan and export cred.its. .

(3) All industrial nations are comp.etmf. for
export credits. The end of that ~s V\All.

(4) The major distribution of purcha:'Smg-power
to individuals is through the m~dla of wag~s
a,nd salaries. The preponderatmg fact?~ m
production is improving process am1 ut1hza.
tion of solar energy.

,.-
t 1

:

_

;
.;
'

-"
,,
'
."
"

"

_':'

-

'1.

1
, i,: '<:~ ;

"
; :

,\:,
~

; I,'
;

,

:~.~

I
l

235



~8G ~~~y ealth ~~_~~anci:~__~~verty
-

(5) This latter tends t
d'~-----

salaries and the
0 Isplace wages and

the product to
c?n

d
s,equ

d
ent distribution of

f t '
III IVI uals The cr d' t

. ,ac,or m purchasing-power thusincr
e I

m Importance and d ' t
eases

(6) This production is con
omma es production,

demanded by those
,seque~tly of a character

is capital productio~n
con 1'01of credit and

(7) rr
t
h
h
e fundame~tal deri;ation of credit is f
e commumty of ind' ' d 1

rom

individu 1
,IVl ua S, and because

use it is\~e:kin:e~~~N,
to benefit by its

CHAPTER XIII

A SUMMARY OF CAUSE AND EFFECT,
AND THE REMIDDY SUGGESTED

.

THE PURPOSE (AND THE PERVERSION) OF INDUSTRY

THE economic system is a means to an end,-that end
(let it be repeated once again) is the satisfaction of
the natural wants and cultural desires of the com-
munity of individuals,

'l'he methods adopted by industry to achieve its end
are technical; they are the aJ2plication of scientific
powers to natural resources, for the creation of
economic utilities,-that is, the conversion of natural
wealth from an unusable to a usable form, But the
effects of industrial production are not technical; they
affect the individual as a sentient being, He does
not regard commodities as " economic utilities pro-

duced by scientific methods," but as the means of
personal satisfaction,-first, to supply the animal
needs of the human engine, and thereafter to create
the material and mental environment in consonance
with the higher aspirations, (be they called mind,
intellect, or soul, 01' any other name).

A certain English factory employs some 3,000
individuals for the manufacture of low-priced con-
fectionery,-the child's

1/penny per ounce" sweet.

meats, The Managing Director is an advocate of
U efficiency methods"; and the whole aim of the
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Real \tVealth and Financial Poverty

factory is high production, satisfactory goods and
ow costs{ ~nd the contentment of his employe~s AS

P~ODUUERS is carefully tended. It is quite eel"
ta!n that th~ vision. of ~ome ?istant village store, of
mmut~ and .mte:estmg meffiCIency, and a little child
barter mg. hIs com,-not for the scientific product of
t~e factOlY, but for a pennyworth of temporary hap.
pmess,;-does not appear to the efficient organiser
. The I~ea .of the individual as consumer is only ~on.

~Idered .mcIdentally-that mana,ging director is aim.
mg ultimately not at the satisfaction of the con.
s~n:er's wants but at the building of a satisfactory
dIvIdend and an .adequate financiall'eserve.

In ~hort, the mdustrial system is now fulfilling a
financIal end, under financial dictation, and conse-
~uently. the possessors of financial credit must control
m?ustrIaI policy and therefore the wealth (the well.
bemg) of the community in general.

'

A Summary of Cause and Effect 239288

per year in 1m8, and with proper organisation TO
THAT END England could be self-supporting as
regards wheat.

At the River Rouge plant of the Ford organisation,
it is possible to stand on the" briOge " of the blast
furnaces and see on the one hand raw material in
three separate streams, of coal, wood, and iron-ore,
coming into the plant and at the other end the
finished farm-tractors leaving under their own power.
The liquid metal is run directly from the furnaces to
the moulds, (this in itself being a revolution of
method), and the raw materials are actually trans-
formed into labour-saving machines in the apparently
miraculous time of three days.

With these labour-saving tractors, the staff now
required to labour a farm of 5,000 acres, in cultiva-
tion could do the same work in 25 days, leaving 340, .
days either as leisure or for other productIon.

The Stanton de Lavoud process has introduced
labour-saving machinery into the manufacture of
cast-iron pipes, where previously it wa,s considered
that skilled labour was essential. With this process,
a plant employing 30 men can produce 250 pipes per
8-hoUI' day. Thirty men using the old method (of
sand moulds) could not produce more than 20 per
day.

'1'he same process is apparent everywhere and the
power of mass production is common knowledge.
The industrial output during the war (when the
" producers" were replaced by the aged :md the
women), astounded even the industrialists themselves.
There was an engine of production at work in Great
Britain at the end of the war which, if adopted to
the usages of Peace by alterations very often only
necessary in the later processes of production could
have flooded the country with a plentitude of goods
beyond compute, and, by the development of conser-

THE POWER (AND THE RESTRICTION) OF PRODUCTION

In accordance with the proper purpose of industry
the ex.ten~ of production should be limited only by
the sCIentific conquest and prudent conservation of
natural resources. Under a policy directed to the
proper end, the present industrial system possesses
a power of production suillcient to raise the human
race above the mere subsistence-level, and place it on
a pl~ne of e~onomic plenty-and security-where its
de.stIllY of mtellectual and spiritual magnificence
mIght, perhaps, begin the final growth towards fulfil-
ment.

The examples of such power are manifold. Even
such a densely populated country as England, under
the stress of .war, raised the home-grown suppl of
wheat from eIght weeks per year in 1913 to 43 w~eks
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vat.ion devices, with an incrcasinul.r less demand upon
the" capital" provided by Nat~re.

The work could have been done by machines.
{j

'l'here was a potential power actually in use" states
Professor Soddy (in" Cartesian Econdmics")
" that could have pulled down and rebuilt every tOWI~
and city in England, during these same five J'ears
t111Lt.we have been lamenting our poverty and the
Rcarclty of houses." But such desirable nctivity
could take place only if the point of view were
adopted, that the indU!'Itrial engine existed actually
to produce the things needed by the community.

The scientist states that the work should be done
by machines. The financial economist states that
men must work else they shall not be permitted to eat.
the industrial engine, he says, in the fundamental
conception provides WORK, Hot goods.

Therefore since financial policy controls industry
production is permitted only to the extent and in th;
<lirection dictated by an anti-social and self-destruc-
tive S!st~n;t, resulting .in the continual tendency to
force mdlvldual " earnmgs " down to the subsistence
level.

observed to be the cmplo)'er,-thc contl'oJler of
Capital.

'1'0 the wage-earners, therefore, the person to whom
application must be made for economic assistance is
the capitalist, and if both employer and employe<l are
un<ler the impression that the SYS'l'EM is sound, the
only means of increasing' the general level of wages
is by redlldng profits, or increasing output per head
with the assistancc of m3cbincs. But since the in-
creased output could not Hn<la market and macbincs
must ultimately displace labour, the quarrel betwccn
Labour and Capital centres in the division between
them of the aggregate income or profit that can be
earned b;y industry, under the present system.

Thus the cleavage of discontent and struggle in
the community is betwecn producer and producer,
Labour ftnd Capital, and again the" consumer" is
ignored. But it has been demonstrated that the real
cleavagc is between the producer and the conSllmer,-
the defect lies in the financial, and not in the indus-
trial, system.

The reasoning imposed by fimwcc therefore tends
to concral the real facts of the situation, and to ini"pire
distrust between different classes functioning within
the industrial system. The aim of industry must be
to produce something, whether useful 01' desirable.
or not, that can be converted into" money," and
such production (thougb actually it mfty be a waste
of productive. power) must be call(~d "wealth."
Similarly, the individual must cndure a continual
struggle for possession of purchasing-power, under
conditions in "standardised" monotony becoming
morc and more insupportable, and as betwecn the
jndividual and industry in general, the one must
strive for the greatest command of money and the
other must strive to recover it from him by the most
expeditious method. One must gain by another's
loss.

CAPIT:\T, AND LABOUR

The only real power to-day is money-power' the
most potent authority is now chiefly exercised thr~ugh
finance.

Under present financial policy, industry serves a
financial end; purchasing-power is distributed to
ninety-five P,eI:cent. of the community, as producers,
by the remammg five pel' cent. representing the con-
trolling executive of the industrial organisation.

Therefore, to the great majority of the individuals((
earning" the right'to live by working for money-

tokens, the immediate expression of authority is
17
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'rhe hahits of thought engendcred develop an ap'
preciation of entiI'ely false values, and certainly
" business morality" has no relation to the ideals of
either religion or philosophy.

" It is one of the most curious phenomena of the
cxisting cconomic s.)'stcm, that a large portion of the
world'R cnergy, both intellectual and physical, it)
directed to the artificial stimuln:t.ion of the desire for
luxuries, by advertisement nud otherwise, in order
tha t the remainder mfi,y be absorbed in what is fre-
qnently toilsome, disagreeable and brutalizing work;
to the end that' employment' as a device for the
distribution of purchasing-po:\Yer may be maintained
in existence. The irony of the situation is the greater
since the perfecting of the organisation to carryon
this vicious circle, carries with it a complete negation
of all real progress.

" The common factor of the whole situation' lies in
the simple facts that at any given period the material
requirements of the individual are quite definitely
limited-that any attempt to expand them artificially
is an interference with the plain trend of evolution,
which is to subordinate material to mental and
psychological necessity; and that the impulse behind
unbridled industrialism is not progressive but re-
actionary, because its objective is an obsolete financial
control which forms one of the most effective instru.
ments of the will-to-power, whereas the correct ob-
jectives of industry are two-fold: the removal of
material limitations, and the satisfaction of the
creative impulse." (C. H. Douglas: "Economic
Democracy." )

Rea,r-Admiral Consett, "The Triumph of Unarmed
Forees." This is n straightforward statement of the
facts observed by him as British Na.val Attache to
the Netherlands. He proves by o:Olcial figures that
huge qua.ntities of British goods were sent to lle~ltra1
countries, in spite of his protests, and were eIther
re-consigned to Germany or released other goods for.
re-consignment. In the case of coal, the neutrals
used British coal and sent their own to Germany,
thereby releasing about a quarter-of-a-milJion ~i?ers
for active service with the German Army, 1\11111ons
of pounds' worth of goods in excess of pre-war figu.res
were exported from England to neu.tral eou~ltl'le~,
and the consignors must have been wIlfully blmd, If
they did not realize that their good:'3helped ~n enemy

to continue the slaughter of theIr own Inn. The
Government also, by postponing the policy of
blockade fo~ thirty months after it was advocated by
this author displayed a tragic ignorance of the, .
consequences of their a.ctlOn. .

Similarly nowadays there exists an apparently
wilful blindness to the inevitable consequences of the
present financial-economic policy.

All industrial countries are working the S:1me
financial s3'stem, and therefor~ they are mntuD;lly
unable to sell their total prodnehon at home. ForeIgn
markets are vitally necessary to them, because ob.
viously no country can support a permanently adverse
exchange. Also, (a,part from such ereations aB
treasury notes), a favoura,ble ex~hange i~ the on,ly
means of attracting the gold basIs on whIch credIt-
currency is at present issued.

'

But the exports of all countries are no~ .merely
Burplus "consumable goods." Staple BrItIsh ex-
ports for instance, are MACHINES for the produc-
tion ~f those very commodities (such as cotton or
steelware) which are also staple British exports.

.
THE STRUGGLE FOR FOREIGN MARKETS

The mom1ity imposed on industry and the con.
current necessity to export goods AT ALL COSTS,
is typified by the remarkable record published by

2<1-3
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All industrial countries, therefore, a.re continually
expanding their power of export, and the equivalent
necessity for exercising that power, while at the same
ti~e all foreign markets are continually being re-
strIcted by the expansion of their own productive
powers, (apart of course from purely reO'ional
production).

b

Since the financial penalties imposed on one com.
munity, whereby one may gain only by another's 10138
operate also internationally, the end of such im:
possible conditions must indeed be war. No nation
can AFFORD to be peaceful, when that policy would
mea.n national bankruptcy.

needs of individuals for the elemental ncc?ssities of
life must be the foundation of the economIC system,
while every organisation aiming at the greater com.
mand of natural resources must depend. upon the
association of individuals into ~o.~p~ratlve grm;ps
reacting upon each other. . The llldlVIdua~ standl~g

alone, without the infinite lllcrement o~ tins ,assocm-

tion would have no more power to sahsfy Ins necds
tha~ the man of the stone a,ge.. 'l'herefore the founda.
tion of the economic system is :o~sumcr:s ~c~mnd,
and its satisfaction by the assocmtlon of lI1(hvHlu?ls
for the control of natural resources. The foundatIOn
is the community itself,-therefore

'.. (2) PRODUOTIVE INDUSTRY, IS A ~Oj)~.
:MUNAL ASSET, the only justificabon of wlncI~ IS
the satisfaction of INDIVIDUAL needs and deSI!CS
by the ASSOOIATION of ~ndi,viduals in prOd~Clllg
orga,nisations, for t~e explo;tation of .nat.uml "e~lth

to the fullest capacIty possIble by sCIentlfic applIca-
tion; thus

(3) MANUAL LABOUR SHOULD BE DIS.
PLAOED BY MAOHINERY to t~le limit of inv~n.
tion so releasing men for the serVIce. of the creatIve
instinct,-(naturally directed to the Improv.ement of
the industrial engine, and the furtl1er curtailment of
the socially. necessary human lab?ur). In these, the
proper conditions of the economIC state,- ...

(4) ~10NEY IS MERELY rrIIE MEOHANIS~I
OF DISTRIBUTION, and its uses, are con~ne,d ,to the
convenient expression of the cla.II?~ of lll(hVlduals

upon the stream of economic utilItIes produced by
the industrial system. , ...

"
1

(5) COU1ION CULTURAL INHERIrrA:NO!'J .IS
AN AGENT OF PRODUOTION. Th~ assocmb.on
of individuals in the community has bUIlt up an ,m.
heritance that is passed from generation ~o

gene'ratIon

with a cumulative value. "Our he1'ltnge 18 the

FUNDA:.\!ENTALS OF THE ECONOMIC STATlD

It has been suggested during the progress of this
discussion that the remedy would be suggested by a
correct diagnosis of the disease, and this in fact is so.
As originally stated, the remedy will be indicated,
but not elaborated; in submitting proposals so radical,
the first step must naturally be a clear and definite
recognition of the situation and the causes of the
faults in the economic structure, But the detailed
description of the proposals and their practical
application are available in those works to which the
present discussion is intended to be an introduction..

It is necessary to summarize certain fundamental
conceptions concerning the structure of society,-
facts which are in themselves, perhaps, quite obvious,
but which have been ignored by the policy now con.
trolling the economic life of the community.

(1) SOCIETY IS COMPOSED OF INDI.
VIDUALS, and the impact of all laws and every
policy must ultimately be on individuals, Also, the

*
.. Economic Democracy" by C. H. Doul';lu. Lonclon: Cecil Palmer. .. Credit

Power and Democracy" by C. H. DouJ(laJ. London: Cecil Palmer. .. The
Community'8 Credit" by C. Manhall lIattenley, M.A., LL.D. London: Credit
Power FI'Cs..
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(1) The real income of ill(!iYidu~t~s,is the
0.a~~:~~;CONSUMPTION of economIC utilIties" an

f . 'h] 10. be measured by the quant.Ity 0 sueincome S lOU " ,
utilities available ~or ,thd~Ir';;:is of the community(2) Therefore t

~s:~u~Icie~t money-tokens to payshould
alwd~J~~:~iABLE goods made available forfor all the,

0. t ' and new O"oods should betheir use by III u~ 1Y, < ,
f

~
money,balanced ?y an eqUIvalentIs~~eu~dn~~l .

benefit in.(3) ObvIOusly ,th~ mone~i:::t to them, and notdividuals only If ISSUJd
t' 'fhe point of contactissued as a cost ~f

.

pro U
l
c

t
,:on.

becomes an apparent,
rice and pl'lce-rcgu a .Ion ' I tIS P
",'

.
1 'ndividuals should be require<. 0 pay

ne~;s~~~th~l~~ ~ommoc1ities actually consumed.
d bvon(4) 'Fin any, Product~on that is no\ c~:s~~~e
co~', .

' d 1 and rem:uns as an asse .IlldiVI un s, ('

'1 1 'n a form increasIng thcmunity, and pa
t
l:trcu ar

us~t b
i
c r~(rarded as an additionr of Produc Ion III , b( . 1 I ld

. powe ,
ltl r Heal CrcdIt, all( S IOUto the commun

d
al

t
we

I'~di~i~ua,]s in the price of Con-not be clmrgc 0
su:p:H1blegoods.

~

cOlllmand of Nature by science and the elimination
of humunlabour by machinery. It comprises ordered
goverllment, industrial, social, and political organisa.
tion, education, religion, and the hundred and one
amenities of civilization, Ca.pital without labour is
impotent. Labour without Capital is practically
powerle::;s. Machinery, mind and muscle, apart from
the Common Cultural Inheritance, would be dis.
organised and ineffective." (C. 1\:1.Hattersley). If
this is recognised, then it must be admitted that :-

(6) LIFE (i.e., citizenship), AND NOT 1\lERELY
WOn.K, CONSTITUTES 1'HE INDIVIDUAL'S
CLAIM ON NATURAL WEALTH. 1'he individual
born into and living in a society built up by many
generations, wherein his own ancestors contributed
their quota of labour by hand or brain, cannot be
denied the right of sustenance and of self-expression
to the full capacity of the economic power of pro-
duction,

Tl1ese propositions arc recognised as a more de-
tailed statement of the II Analysis of Credit" in
chapter ten, and they may be summarized into the
conception stated therein, that the R.eal Credit of the
community is the Potential Demand of the individual
consumer, operating upon the Potential Supply of
economic utilities provided by scientific industrJ',

It must be recognised finally that' the whole
trend of scientific control of natural wealth,
and its conversion into economic value8)
makes the problem of the future NOT THE
FINANCING OF MANUAL WOHK, BUT
THE PHOVISION FOR INDIVIDUAL
LEISURE.

THI'] DEFECTS SUMMARIZED

ffi' t the social orfranism hasThe diseas
.

e that a I~ s
' asp 'ects du ri~lg the pre.d

. cd from vanous ( ,

bee~ ISCUSS
and the faults can now be smn.cedmg chapter

f
s,

to the fundamental::; Rct ontmarizcd by re erencc . . .
1 ' the same numbels .above, fol owmg

r is iO'l1orcd.(1) The ind~vidual as
tcon~u~cetio~s to a financitLl(

0.
2) Pro

t~~C~l;~ri;~~~I: '~~ p~rchasing-power and itsen , as .
immediate recovery by prIce~,

by 11anfl or brain, isl Ib r or serVIce <.(3) Manua a?~,
I' n on purchasing.pow~~;the only recogplsed

1
.c a:1

nta gonistic to scientIfICtherefore financUl,l po ICY IS a <

I

~+~
!

j !
,

: ;
i;

Carrying these fundamental conceptions into a more
practical interpretation, the following points must
be emphasized :-
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invention, since machine-labour means destitution for
the human labour displaced.

(4) Money has become the instrument of Financial
Policy as laid down by the Money Trust and is used
primarily as a Producing agent to expre~s Oosts and
Prices, and not as purchasing-power.

(5) The Common Oultural Inheritance is denied
recognition as an agent of production, and conse.
qnently Labour and Oapital (who arc also' consumers
in common) are living in continual antagonism.

. (G) 'fh; cI;tim of tl~e individual to sllstenance by
cItIzenshIp, 18 recoglllscd to-day on the destitution-
lev?l by Old Age Pensions, and by unemployment
rehef. The latter, however, is in effect a mere insur-
~nce. against a revolt promoted by the apparently
IneVItable evils of the present system. But so far as
a reaf>onable standard of Jiving is concerned, no claim
on the stream of production is recognised excepting
the wages system of reward for labour. Oonsiderable
numbers of individuals, however, do receive their
whole income as dividends from investments -the
dividends of course being provided by the lab~ur of
others.

. Regarding the four points of practical interpreta.
t~on, the faults were sta,ted in detaU in Ohapter
XII:-

The Oonsumer pays for all goods produced :-

OONSUMPTION PAYS FOR ALL
. PRODUCTION,

a,nd all new money issucd is included in the
cost of production on which price is based
the consumer being ignored. Under present
conditions, the Producer cannot sell at less
than the Accounting Cost.

I

\
J
I

A Summary of Cause and Effect 2,t9
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THE) RE~IEDY: (A) THE JUST PRICE

The remedy sugrrested by Major Douglas arises
quite naturally fro~ a recognit~on o~ the faults in ,the
financial mechanism, as detaIled III Chapter XII,
and summarized above :-

(1) rfotal National Production represents 'the
result of the national industrial activities,
and is valued at a Price based on Oosts,
sa,y, 100.

(2) Total National Consumption represents the
BRal Income of the Individuals of the
community,-that is, the goods and services
received to satisfy natural wants. Sych
consumption is measured by the purchasmg-
power received for work and paid aW3;y for
consumable goods, and the amount avaIlable
as purchasing-power could buy only a por-
tion of total production, say, , ;SO.

(3) The Balance (since Total ProductIOn lOcIu~les
imports and Total OonsumptIOn con tams
exports)' represents an increase in the
communal wealth and by the present
system it is paid' for by financial credits,
issued by the :Money Market.

But it is sought to charge the full price (100) in the
price of consumable goods, and the results have been
seen to be disastrous. The Douglas proposal is,
therefore, that

(1) The Price of Goods to thc Consumer, should
represent only the Real BeJl(~fit rece~Yed by
him as an individual, and should lOcIuf!C
nothing to cover the iIl~re3;sed real credlt
accruing to the commumty III general. .

(2) The Balance now controlled by financUl 1
credit issued from the mone)' market should

II
I

II
'III
I~

IJ
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be~oYered by drawing on the financial
~re(ht of the community as a whole,-that
IS, from the Treasury. .
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The in~erpretation of thi~ applied to the arbitrary
figures given above would be :-
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:ota.l :r-.:at~onal Production =Present Price =100
Total i\ ~tIOnal Consumption = Real Benefit = 50
The RatIO of Real Benefit to Price -~Q t- 'IOuor

, That is. to ~ay, the Price of the 'l'otal National
ConsumptIon, If r~garded as Real Benefit, should be
one-ha~f of ~h~ prIce of Total National Production
and thIS ratIo IS called the Price-Factor :- '

((
In a community where the Financial S,ystem is

bas.ed on Real Credit, the Just Price of an
?-,rtIcle to a. Consumer bears to the cost of
Its productIOn the same ratio as does the
Gros~ Depreciation of Communal Real
CredIt bear to the Gross Appreciation
thereof" (C. M. Hattcrsley)

and the formula could be stated :-

. To~al National Consump-
Just PTlCe

=
tIon of Rcal Credit (50) .

Cost Priee Total National Production = Pnce-Factor= l
of Real Credit (100)

.Ther~fore the price of an article now priced at £1
(lllc1udl:Ig .all cost and profit) to the consumer would
be multiplIed by the price-factor ~, and sold to him
~or 10/-, the balance being coyercd b,' a Treasur y
Jssue.

~

A Summary of Cause and Effect
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.1

I

TUID RIDMEDY: (B) NATIONAL DIVIDEi\DS

The second part of the Douglas proposal is a frank
recognition of the Common Cultural Inheritance
entitling every individual to an equitable share of the
production of natural wealth made possible by com-
munal association.

This right is in fact already recognised, as pre-
viously noted, by pensions and

((
doles," a,nd so far

from being II demoralising" as giving" something
for nothing," it is founded on a proper conception of
the foundations of society, and is both cminently
desirable and ethically justifiable.

'l'he desirability of some system of National Divi.
dends becomes self-evident, when it is remembered
that even to-day a full use of scientific inventions
eould reduce man.ll1bourby probably 75%, and there-
fore deprive that portion of the community of the
only presently recognised claim on the necessities of
life. Real Credit is a communal asset,-it docs not
belong to any particular section of the community,
but every individual member, as such, is justly en.
titled to share in the natural wealth produced by
Industry. Deny this, and Society is at once pla{',ed
on a stone-age ba.sis where the fittest only will gain
his rewards by the right of might.

It will immediately be asked: where is the
"money" to come from to finance national dividends?
Tragic memories revive the statements ma,de by
" experts" in lU14, that the 'Val' could not last very
long, because the money did not exist to carry it on !
Yet the money was" found," Ilnd we have identified
its source.

The Douglas proposal is' made on the assumption
that

I
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(1) The economic B)"stem will be ba.sed on R€al

Credit a,nd not on Financial Credit.
(2) Prices will be scientifically regulated by the

H Just Price" formula.
(3) The Treasury issues will not be inflationary,

but will be issued only against increased
production (Real Credit).

Therefore the proposition suggests that the question
Rhould be, not 1/Where is the money?" but IICan
the goods be produced and delivered," and if they
can, on the fundamental conception of the purpose
of industry, financial credit (purchasing-power)
should be issued to balance the new production :-

EFFECTIVE DEMAND SHOULD BE MO.
BILIZED bv the Real Credit of the
Community and not by the purely fictitious
power now exercised by the Money Trust
operating by its Financial Credit.

National Dividends would be based on the Real
Credit of the community, and could be introduced
gradually by the practical application of price.
regulation. They would be available from credit.

. creation for capital development, when such credit
was operated for the benefit of, and controlled by,
the consumer. The evidence of the past assists in
understanding the point.

It has been demonstrated that every £1 beyond the
value of actual legal tender, within the whole financial
system, including the (i frozen currency" represented
by investments, must have been created by financial
credit created by the Money Trust. Under the
Douglas proposal, not only would Capital expansion
have been much more rapid, but an increasing pro.
portion of the it money" would have come from the
proper source,-the Government ading for the con"

:.

A Summary of Cause a~d E~cc~ ?~.~~

th d'vidends earned by industrysumer. Therefore. e \ncreasing degree'the incomewould have beco~e I? an
I a.nd the problem ofof the commumty III genera, e been solved; the

'I financing leisure" ,;vou~~r~~v would hase lost its
term :1 unemplo

h
y~ent

te ~an the ~raetical application
meamng. A f3or no . t I .
of the proposnls will make the pOlO c eal,

PRACTICAL APPLICATION

At th ' Point it must be emphasized tllat tl. fo:tate.IS
r t' of the Douglas pro.ment of the practical app lca IOt~nceof the priucipleg

posals cannot preccd~ anda~~~~ a recoO'nition of the
on which they are ase, d At that statre, justdefects they propose to reme t;' follow logically on 11
as the .r~med~ ~~s ~1~~a~~enthepractical' applicat,ion

~~~g~l~~:n~ t.o~ a 'matt~r of accountancr: org~:t~~;
tion involving change of control of po ley
tha~ obvious changes of method.

The points to he aimed at are :-

Pric~ Regl
t
llat

l
ion.

behalf of the Consumer.CredIt-con 1'0 on
National Dividends.

And at the same time certain effects must be
avoided :-

t
.

be no Government interference with
There mus .. . I tthe administratlon of lDCus ry.
No expropriation. .
Protection of present fIghts.

r i f ation regardiu<TNa-(1) The col1~ction 0 nn~~: tion is a matter of
tional Pr?ductlon an~ ~odone 'ilready. It is merelyorganisatIon; most

h
of It :8 (01' Price-building) and the

the summary of t e cos
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sales of the producers, middlemen, and retailers of
the country, for ~ll, goods,-capital, intermediate,and consumab~e, '10 lDstance one possible method,-
if the. rei?ulatlOn of ~he Companies Act regardin
book-~eeplDg and audIt were extended to every bust
ness lD the community and made compulsory then
by a~pro.pri!1te forms issued against "licen~es to
trade, (sImIlar to a Company's Certificate of Incor.
por~b?n), th? necessary particulars could be collected
p~rlOdlCally lD an entirely confidential form, either
(IIr~ct or as a duty upon the auditor whom every
busllles~, under such regulations would be re quiredto appolDt. '

The Price.f~ctor could thus be published at the end
of s~ated p~rlOds, and be operated during the sue-
c?edmg, perIod, the difference between" total cost"
(lllcludlllg profit) and" price received" from th
consumer under the price-factor, being issued fo;
preference to the Retailer as a Treasury Draft, This
would be used by the Retailer to discharge his in.
~ebted,~ess to t~e Wholesaler, and the only actually

new, money Issued would be the profits earned at .
the varIOUS stages, Profits would be standardized at
an agreed percentage on the cost,

'Inflation would, thus be avoided automatically, and
the ne,w mone! Issued would be a financial credit
balancmg an, lDcreased power of production. The
actual ~peratIOn of,such credit-issue could be operated
by R~gIO~al Clearm,g ,Houses,-working on lines of
organ,lsabon very slm~lar to the present Bankers'
OlearlDg House, orgamsed by "Producers' Banks."

,(~) Consumer Control of Credit and the National
Dlvlde~d could be operated by the creation of Pro-
ducers Banks for each industry. The existing bank-
ing system, of cours~, would be, the most easily
adapted and most efficIently orgamsed provided the
control of policy was relinquished. The Directors or

254 A Summary of Cause and Effect

proprietors of all businesses would make all payments
of ,vaO'es and salaries direct to the Producers' Bank
in full. The Bank, as such, would pay no dividend,
but from the date of its establishment-

All subsequent expenditure on Capital account
would be financed jointly by the owners of
the businesses and the Producers' Bank, in
the ratio which the total dividends bear to
the total wages and salaries.

Thus (as in the case of currencJ'-creation by the
banks) when new money was necessary, for each £100
subscribed £10 would be "invested" by the indus-
trialists, and £90 would be a financial credit created
by the Producers' Bank. All such creations would
be rewarded by "interest" which would become
available for di~",tribution as "National Dividends"
to all depositors (that is wage and salary earners) in
the particular industry.

Existing Capital would be guaranteed an adequate
rate of dividend. .

The effect of such a policy i8 thus summarized by
W. Allen Young (" Dividends for All ") :-

"By means of the Producers' Bank, the wage will
gradually give place to the dividend as a basis for tl,le
isstle of money to the Consumer. Those engaged. III
Production will draw, as before, a remuneratiOn
either in the form of wage, or salary, for their work.
But as time goes on they will become less dependent
on such remuneration for existence. 'fhis will result
in three important changes in the development of
industrial life:

(1) There will no longer exist a deterrent to In.
vention. At present, wage earners are hostile to the
introduction of labour-saving devices, since these tend
to take employment from them, when practicallJ' the
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ouly purchasing-power issued to them is in respect
of such employment.

(2) A temporar,}' restriction in Production by one
group of industries will not have such a,n immediate
effect upon Consumption, as it does at present, and
will not immediately cause other industries also to
restrict their production.

(3) Gradually the necessity for unemployment doles
will be diminished, until eventoalJy it will be re.
moved.

SUMMARY

The weight and value of the suggestions are ob.
vious, and, though opponents of the proposals have
made various 'I practical" objections, they have all
been answered, and a further study of the subject
will convince the impartial student that the Douglas
proposals a,re in fact the only practical solution of
the present industrial and international deadlock.

The practical implications of the new economic
theory are well summarized in "The New Age" of
October 16th, 1924, in the treatise, "Through Con.
sumption to Prosperity" :-

"There is nothing to prevent its immediate in.
auguration by the Government and the banks.

" It begins by doing what all other policies merely
promise to do-a.bolish want.

/( It can support in comfort every person whose
services are not required by the industrial system;
and therefore eliminates the Unemployment problem.

"It encourages the use of every labour-saving
device that Science can offer, and adequately rewards
the inventor.

" It solves the problem of harmonizing the interests
of the capitalist and the worker within the industrial
system.

___4' . - - ..-" -n- -- --
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iI It a.bolishes the conflict between the parties to
production on one hand, and the community (as the
Iconsuming' party) on the oth.er. . . .

" It a.ffords a means of enablIng the CItizens of thIS
country to pay all necessary taxation: . ..

"It docs not conflict with any polItIcal prmclple.
It underlies all politics and unifies .them.

"It frees politics from all sordId elements, and
attracts back to Parliament the I best men.'

" It wipes out crime in broad swcepf3.
" It leaus to a short working dn,,)' for everyone.
" It expands the home market and enables indus~ry

to recover all its eosts and keep solvent withou~ bClIlg
obliged to press its surplus products on foreIgners,
as now.

"Therefore it is the most powerful of all factors
in maintaining Peace.

" It establishes willing co-operation in the plaee of
sullen compulsion as a basis of society.

"It sets free funds for the developme~1t of ~Yery
cultural and spiritual objective, and prondes leIsure
for their plJrsuit."

18
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CHAPTER XIV

AL'l'ERNATIVES :-PREJUDICE AND PorSON.

GAS OR THE NEW AGE

A CEREJ~fO~r OF REMEl\:WRANCE. 11/11/1924

ON this day 11 ceremony of remembrance has been
honoured before the shrine of a million sorrows, The
bowed multitudes have kept a rendezvous with absent
friends, and when at a point of Time the clangour of
the world's work ceased, for two minutes perhaps the
~terllal Silen~cs came do"\vn and enveloped the listen-
Illg throngs, It ma.y be, with unspoken messages from
the silent. footed battalions of the dead.

And then to all whose memories are not bounded
hy a brief span of fleeting years, the spirit of surcease
and rest was revived as it was experienced by manv
weary men in 1918, when ended" the War. to en~l
1Var." Then came a vision of the flood of haggard
veterans and careless boys who, relinquishing the far
fields to those quiet ones who will Jet remain there
came home to a life they had almost fora-otten ho~
to ,liY(~,looking for the land of promise) ;nd finding
III Its stead the unavailing" promises" of sincere but
helpless rulers.

::'58
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Alternatiycs
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THE DEBT UNPAID

At that time came the' tramping of eager feet on
every roadway and in every homestead, and, with the
weirrht of an impossible horror removed, the com-
mu~ity of individuals turned to the pleasant ways of
Peace.

For many yeaTs the industrial engine had amnvered
every ca,ll a,nd C\'en in the absence of the men, the
norma,l "producers," the obedient Genii of the mine
and forge and factory had poured forth mira?ulous
quantities of wonderful products. Therefore. It was
thought that with the new strength born of trIal, and
with the relief of five million new labourers, eager to
build a home to obliterate the memories of war, the
power of producina- the real wealth of comfort and of
culture would be ~ot only as great as, but infinitely
'greater than, the acknowledged and fearfully-
demonstrated power of producing the instruments
and materials of destruction. These things of death,
even so had been provided in addition to a com-
fortable'standard of life for millions of soldiers, and
a not-too-Iow provision for the great population at
home.

For a time the stream of production was in fact, ,
fmaintained, and a, short period of prosperlty- rO~l

the point of view of HEAL WEAI/£H-wasexpel'l'
enced by the hopeful and thankful peoples. But,
even as the effects of the" inflation" circle was he.
cominO" evident something

((
mysterious" happened,

-whi~h perhaps, we have now recognised clearly,-
and the 'country was plunged into a disaster of bank.
ruptcies, unemployment, destitution, strikes, and
unfathomed miseries for those clinging desperately
to the lowest fringes of the

((
economic" orga,nisation,

25!)



2()O Real ',Vealth and Financial Poverty

'l'herefore on this day of remembrance eight hun-
<11'('0thousand veterans, honouring the memory of
their comrades, face the fifth winter of an ordeal of
unemployment that has tried them more sorely in
mind, in body, and in spirit than even the same period
of war. To the sorrowful dishonour of the nation be
it said, that many of these men, who had already
earned their II right" to live by the oifer and risk of

, life itself, have looked in their time of trial on the
pinched faces of their dependents, nnd wished that
they too had been called" Absent" at the last muster
of the great struggle.

Is this the price of progress? Must War be
honoured with the genius of production, and Peace
denied the right to liye, except in a state of destitu-
tion?
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PllFJJUDICE-

Yet to-day the unthinking mass of those to whom
" poverty" and II revolution" are only meaningless
terms, are as blind and prejudiced as those wise men
of 1914 who prophesied, good people, that no II world.
war" could last very long because there was no
" money" in the world to pay for it.

They were mistaken; it was a very tragic mistake.
It took ten million human lives to prove them wrong.'
Rut they were wrong, these advocates who would
uphold" the old tradition" in economics, and who
now with sublime audacity instruct us that" to
criticise the banking system is very like a com.
mercial form of what is called" sedition" in the
political sphere." (A. ,"V. Kiddy, "Spectator"
20/10/24). The money was found; some £100,000
million of it, by the nations of the world; £38,000
millions have been added to the National Debts alone.

!
,

I

I

Alternntivcs

Can the system that is thus able to produc~ fabulous
amounts for destruction of every human Ideal, and
that must restrict nations in times of I'cace to the
whipping-posts of penury, consider itself immune
from criticism'?

The Financial System is indicted as the unsus-
pected cayse of Poverty .a~ld W~r, and on
it must he the respomnblhty fOI the D~ed.
less misery of this time, for tl~e rumbh~gs
of discontent and revolution 11l every m-
dustrial country, and fa: the greater ~torm
that is even now gathermg to the pomt of
inevitable catastrophe.

;

I

I

1

!
1

i

L

Yet Prejudice in his blindness, being disprovc~l in
his contention of 1!)14, to-day suggests o~her tJllngs
that will make" the next war" impos~nblc. ~he
unsuspecting peoples are lulled into a false secunty
by the constantly-repeated formula, :

The world is "poor" because of the last war.
It is too poor to afford a.nother ~ne. What
is needed most is toU}-hard tOll b.y every
worker, and economy of cOl~~umpholl, so
that" costs may be reduced.

,
'I
I
!

Produce MORE and consume LESS! . What. a
bitterly eynical lesson to teach a natJon wIth
11. million unemployed, and double the number on
,,4

short time "-representing fully 15,OOO,0?Oof the
population for whom no adequate work e~o~t!',!:

.
This ironical sermon has been prcac.hed wlthm the

past week by 1\11'. G. K. Ohesterton, and by the
leat1er-writer of a, prominent daily newspaper, both
men of great intellectual stanuing.
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2(;2 Real \tVealth and Financial Poverty 2G3Alternatives

But they are obviously preaching from a basis of
ignorance; to tell two and a half mIllion people look.
ing for 'work to "produce more" and H work
hard" (i.e., so that output per head be increascd and
Costs reduccd) is a mockery of the facts. Do these
gentlemen really understand the implication of
~nancial economics) if so, ":hy do they deliberately
Ignore the facts whIch are en dent on cxamination of
the Douglas analysis? I

.
j

of martial fcryour, concurrently with a neiy-found
need of opening and muintaining foreign markets.

Further, the 'industrial countries of the world, in
spite of internal shLgnation, arc in possession of au
engine of production in each casc infinitely greater
than that operating in lH14; competition for foreign
trade is much fierccr ; tariff harriers are growing, and
the markets once insatiable arc bccoming f'cl£-
supporting.

With these tendencies, the growth of " eh\ss-con-
sciousness" witlIin nations is rapid, and 'wherc
formerly" revolution" ~'a,s a meaningless political
term various doctrines uascd on foree and mob-law
are openly preached and accepted by millions of
sincere men who have lookcd in ntin for other
guidance.

A devastating responsilJility lies on those who
would delilJemtely prevent the community of
indivitlna,ls realizing the true course of events,-and
the true guiding spirit of tlmt course. By no
reasoning can it bc proycn that another 'war will not
follow the next serious economic quarrel; or that the
next temporary inflationary" boom" will not he
succeeded by a further and more dis~Lstrol1s " slump"
leading a long step nearer to disorder, or ordered
rcyolution.

'Val' is not a ma,ttcr of degree. If one war eOHt
ten million livcs, the next war cannot be termed an
impossibility because it would cost ~went.Y, thirty., or
forty millions. The complex of H kmd of hypnotised
prejudicc that reasons thus is the same that assumes
that, a wholc combatant nation can engage in 'war,
knowing itsclf to uc unjustified. 'VImtever our
opinions of tlIe German people, we know that they
suffered death by millions, and infinite hardf'hips even
to the remotcst yillagcs.-and it is not logical nor even
intcllig,cnt to suggest that the moralc necessary for

-AND POISON-GAS

T~e mos.tY'p-to-date argument adduced to prove
the ImpoSsIbIlIty of the ncxt war, is the new pO'lver
of the potential chemical or elcctrical warfare and
the use of aerial fleets in connection therewith.

The public is familiar with the published accounts
of the death ray, of new explosiYes, of space-devourillO'
guns, of burning and seaMing and corrosiye and
generally diabolical poison-gases, and of possible
destruction by wireless waves,-and finally, of the
pO'l~er of launchi~g these evidcnces of frightfulncss
agmnst not armIes alone, but the unarmed and
defenceless civilian population of combatant countries.
I t is suggested that the power of destructions is so
great, that another world-war. simply could not
happcn, because if it did it might quite possibly mean
tIle destruction of the (whitc) civilizatioIl in which
~~mo~. ,

But the world has in fact a number of " little"Will'S in progrcss, and has experienccd several first-
~IIlHsinternational quarrels. The League of Natiolls
II'!flouted, and has no apparcnt wcight in the councils
of the nations. In spite of an alleged disarmament,
the bnyonets in Europc at least equal those of 1914
aT](l thc vrry nation that iT1F~tign.tc(ltht' disarmament
cOJlferencel'l is quite ol)YiollsIy ~mffering from HIIattack

~

"



:::
Heal 'Veulth and li'inaneial Poverty

8u:11 r~sn~ts would ha,ve been evidenced, if at least
!he IrwJority of the people were not conyinced. of the
Justness of their cause,-and of the complementary
an~ cOJ~prehensive iniquity of our good selYes.

Ex:ull.me the prescnt attitude of the world-powers.
Russia IS avowedly an advocate of world-revolution
1.'he Fast<:>rn d C t. 1

.
'. ",

, . an en ra European states are as
m:~~lll?mable a~ ever before. Turke,)' defies Great
Ih l,tall~ rcgardmg territory (containing oil). Spain
mamtums a guerilla war of her own. Th G1'eyol f . . e erman
.., . u lonary spIrIt is balaneed by an Imperialist

'I <H-,movement, tha,t must ?ro~v in such a people pro-
portI?natel,)' to the repressIOIl nnposed on them The
rela~IOns of America and .Tapan ,vere f~anl-l .

s~rallled to breaking-point on the immi(rration qU~:
tI~n. Fr~nce maintains a preponderan;e of militm:y
S~Iength 1Il Europe unequnlled since the time of
:Na,poleon. Ital,)' has changed her political destinies
by force, and has administered on one point at least
a, severe relmIT to the League of Nations and the other
Great Powers. .

If i~ such c?nditions the economic causes of war
~re still permItted to operate, the hope of peace is
mdeed forlorn.

~(H

THE it
PHOLETARIAT" AND REVOLUTION

..It must be observed that if the social evils pre-
,alent to-da,)' are caused b,)' a 1law in the it system"as .ap~rt frolll the attitudes of one class or function
of ~oClet,)' to another, the individual can only react
agamst ~hem; he cannot effect an alteration.

!Jut With the spread of education and the material
cVHlences of adnmcintT Pl'o(luctive- po,v( \ r th .
r .d I . ,.,

~ , e lll-(lYl ua will not be content with passive protest.

'.
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The organisation of labour. into groups bas been
caused b,)' its position as an economic" commodity,"
making bargaining-power a necessity. lindeI' the
present c1efective system, the strike-weapon is justifi-
able; to demand from the worker a sense of commullal
responsilJility by no means cvidellce\1 by other classes
(in business life) is not logical. Goods to-day are
sold for what they will fetch, and so long as the
present system lasts, Labour is merely a "COlll-
modity " sold for wages.

But since the fundamental errors of the system
make it impossible for any form of bargaining-power
or political organisation, as such, to ra.ir-;e the
f;tandard of living very. much above the subsi~:tence-
level, the growth of a more aggressive spirit is under-
Rtandable. Tragically, the aggression has taken the
form of the preaching of class hatred; mhmndcl'-
standing causes, the leaders of the class-conseiotls
proletariat have read effects for cause, and blamed
the instruments of the system for the defeets of the
system itself.

Therefore the preaching of revolution goes on, and
must sooner or later bear fruit, Italy, Russia, and
Germany have experienced its effects, and eyen where
armed rebelJion has not occurred, discontent has
found expression ill many ways.

Further, the spirit of direct antagonism whit'h the
/I mnster-class" oppose to a movement founded on
ideals, is not worthy of a ruling caste, however power-
ful. If millions of workers have a sincerc f.Srieyanee
against social conditions, their opinions are entitled
to respect and consideration. The Douf.Slas Analysis
has shown the gdevance to be justified, and has
identified the cause.

The alternation of inflation, with strikes for higher
wages, and perhaps a brief taste of inerpf)sed ii real"

reward, with deflation, and more strikes to resist
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reductions in wages breed fi
in the workers th'lt i' b

S,a crce sense of injustice

ev~n .the deliberat~ resStr~ct~~~l~f o~~mo:a (
l~zillg,-;yet

bmldmg unions) can be '
' t ' fi d

pn e.g., of the

textbook on "
. JUSI e from any orthodox

. economIcs" as a Ie 't' t
.

sion of monopoly-val f
. . gi Ima e expres-

(, cr th'
( ue 0 a particular commod't

e.!":>., e skIlled labour of buildin )
I Y

Internal poverty t I
g ,

ditions, a disease' Wi~~~st~e, u~:ler illdu~trial con,
needlpss and aYoidable~ ' : SOCI,ll.orgamsm, It is

j~lstifies every expression' o~ th~~~e
It, e~plains and

slOn, or actual revolution f th ¥camsatIOIl? aggres-

Such a fiO'ht reduced t
,0 e proletarIat."

to be a stru:1O'lc betw:
Its elements, we have seen

demanding th~b right ofens
~f

monop~ly of labour

monopoly of'
,e -expressIOn, and the

money enforcmg a needles ,t
'penury and wa!re-slavery TI C . . S sys em of

is an intermedi~'y only ,i d
1; apitahst, so called,

stand his actual positio;~,
10 ocs not appear to under-

Alternati yes

(3) That Trade Oycles are inevitable.
(4) 'fhat the Purpose of Industry is to provide

Employment (the wage s;ystem).

(1) It is to be feared that many of the wealthy and
cultured members of society do not rcalize the
existence of poverty at all. The meaning of actual
want is not understood; the miscry of a continual
bondage under" the iron law of wages," when indus-
trialised cities have removed the natural amenities
of ruder communities, does not come within their
experience, Others seem to seek religious sanction
for poverty as a function of society; the poor being
necessary for some ultimate purpose, That belicf is
not religion; it is blasphemy; it is only tenable if the
wonders of scientific knowledge are considered to be
the rewards of the few specially favoured of God,
which would be repudiated by every person if con-
sidered in such a way,

(2) Unemployment i!'; used by the holders of such
a belief as affecting the worker who is denied the
right of earning wages. But scientifically unemploy-
ment in industry should grow continually and become
the rule rather than the exception, Some millions
now 'live on dividends alone; " Dividends for ALL"

is 3.,natural order of evolution,
(3) So strong is the belief in the alleged incvita-

bility of trade-cycles, that diligent scarch will show
the following to be two thcories very widely,
accepted as proper explanations :-
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THFl OPPOSITION COl\IPLEXES

The present position appear t b>
who recognise the necef>~ity toe that e~en those
hrium of some kind d;~ 'n tor an economIC equili-

so~ution that cuts a~ross ce~taf~ee~I:1 s
to ~ccept a

SClOUS]yor unconscious] . whIch, con,

The chief of these are ;'.!'
seem to dominate them,

(1) That Poverty i .
social system

s an essentIal part of the

(2) That Unemployment is a norm .
accompaniment of in dust .

1
al ::t?? essentIal

was recently stated in tl rI~ T3;Ct!Vlty.(This
it is presurn~b]y CI the

1e lll~es " leader;
meIlt" of the text-booksf.°o

0 unemploy-

'J'hatirade cycles are caused by the variations of
Sunspots

I

t
r

I

or
That trade-cycles are ca.used by the alternations

of business-men from optimif'm to pessi-
mism, and the reverse,
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~(j8 Real '\tVealth and Financial l"overty Alternatives

l'laeed uCRidc the scientific and obviously common-
I:!cnl';e unuIJ'sil:! of Major Douglas, these theories
become vcry unsatisfying; an economic equilibrium
is compared to absolute mis-regulation. .

(4) TIle purpose of industry has been fully dis.
cU~sed in a previous chapter, but undoubtedly until
this and the preceding" oppositions" are overcome
b.y those capable of appreciating the Douglas
analysis, and putting it into operation, present
conditions will get worse with increasing rapidity.

The danger is world.,vidc; each industrial country
is afllicted ,rith the same problems, and internation-
ally their attitude of distrust and suspicion resembles
the bravado of untutored hooligans. Either by
another world-IvaI', or by an ever-widening class-
hatrcd culminating in open revolt, the danger must
be considered as one affecting the very civilization
which has created the problems.

Thc point of hope, howevcr, is to be found in the
fact that the defects of the system are being gradually
revcaled, and are already ~ecognised by the con-
trollers of finance, and by those who can mould and
guide II public" opinion into the beliefs founded on
their own policy. Therefore, since the Douglas
Credit Proposals are capable of immediate applica-
tion, and would at once remove the internal causes of
discontent and disorder, there is nothing to prevent'
the hopc that the remcdy will be adopted and applied
by those best able to administcr it,-the pres~nt
financial operators. It could be done, because it
means increased Real 'Wealth for many, with no
reduction of the present wealth 01' position of any.

Rut if the will-to-power should prevail, then the
ever-expanding industrialism that is cn-pable of build-
ing- the edifice of the new age must disintegrate by its
own momentum, and lie as a shattered ruin in the
path of an infinite advance.

!
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ti(
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THE ASTRONOMIC UNIT

. f the human race has harnessed theThe gemus 0
t . Man ridei'< thelightning and subdued the clemen s, : A fewstorm and propels his bod~ .thrO~gh

s~~~e'with theaI'S hence and he sha']l Cllcle t Ie eal
k

ye
e~;l of the whirlwind, and his voice shall sp,ea

;~om continent to continent like the .word of 11
net~'l~ih ' f .' d The vision of thmgs unseen s <bour to IS lien. . 1 11 robe thebe brought before him and ]us eye

,~laEaI;hi'< havefurther univeyses wher.~ the
f ~~:.a~~l1ies as ~trangefound their wIsdom, pel aps, 1 ,

'. .as those of int~rl1ecine
h

strife fi
t
,?d

g s;I~~a~ ~~~~lltselfAlmost conscIOusly t e ques m , .. . on the mathematical da-nce wIth de<1th as
~~:~~~~lerer flies on his wa

h
J'

l
~lhro

h
:rgh

b~l~~e~e~h~~l~~~f < ' . ,'ble Power thl1t 0 uS 1m '0 .an mVISI
bl ' " 011 Yet in this consciousness,brmk of utter 0 HI.,

' I dand looking outward into immensities of, SI ence an
grandeurs of illimitable power, the mmd

~: ~a~retains the courage and the fearless streng 1 0
sublime hope, . I ' 1 tar yIn such perspective, he recogmses lIS pane.

hhome as u, thing infinitely small, among~t
~'l~infinitely rrreat, and it is not too soon tf sugg~l~ t'tysuch a ge~lius of achievement and sue 1 u, su, lllll

of ho~e should be turned for u, spacc o~ the l~nob~~
and destructive struggle between mu,n .mcl man,
nation and nation, . .

If all men should be equipped wIth an economl.C
' t d a free ,l om for self-development and ex-seeurl y an u ,

,

f t 't.on' and l' f e"er y nation should ue 1Il ae, as 1Pressl y ,.
10 m ie-'

,

tl ' ry a famil y or tribe funetloml1g eeOI .IS 1Il ,leo,
' d t }

ill too muchII for the common good, It oes no see, .
~o 1.ope that in such conditions the AstronomIc Umt

,
1
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would be the unit f h .
slaughter of n t' ~ u~an mtercourse, and the

bl
It IOn uy nahon would be as unth' k

.~
~.ns t?e de1i~erate exploitation of it human enWt;

0 IS own detrIment, for the benefit of his brother.
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The IIterature rclatlng to tbe proposals of ?lbjor Douglas Is
already extensive, but it Is possible to master both the proposals
tbemselvt's, tilt'll' practical appUcaUon, and their precise relation
to current economIc thonghl (rind filets), by a judlc!oUA study of
the volumes set ont l>elow, according to the tl'U1!WrI\llIt'nt or the
'reader. Many readers of the preAent discussion may bc Inclined
to tuke up the works of l\lajor Douglas hImself If they bove
not already (lone so, and form their own conclusIons.

(1) Original Statement of the Douglas Analysis.

" ECONOMIC DEMOCRACY," by MAJOR C. H. DOUGI~AS,
M.I.(?Iech.)E. (6/- net).

" CREDIT-POWER AND DEMOCRACY," by the Same.
(7/6 net).

(London: Cecil Palmer, 4(), Chandos Street, iV.C.2).
A new and fundamentally iruportnnt analysis of the present

economIc system, demonstrating the elIeet of the ant!-soc!nl pol!ry
on wblch it works, and stilLIng a constructive and sc!enUl!c
alternative.

"Major Doug-lag's proposals, out1ined and explained In the..e votumes, have
for some months occupied on important place omong the vorious plnns put
forward to counter the C('onomic crisis throu1;h wbich the country 19 passing.
It is indeed possible that before many months have passed we may see them
proposed. It would surely be a good thin:::. therelore. in a country that prides
it.ell on being a democracy. thllt such idells liS these should be ennvll9..ed
publicly and some definite opinion formed regarding them."-" Tur. TnIE.."
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(2) Rc-Statcment and Explanation.
CI THE CONTROL AND DISTRIBUTION OF PRO-

DUCTION," by MAJOR C. H. DOUGLAS. (7/6 net).
(London: CecIl Palmer, 49, Chnndos Street, W.C.2).

This hook is n commentary and a re-statement from severn I
points of vi<>wof the Author's convictions on the credit nnd price
regulation problems, which are now being discuss('d all o\'er the
world, and notably in the Canadian and South African Parlin-
ments, where it is recognlsed that the problems with which they
deal are at the heart of the general and growing unrest..

" THE DOUGLAS THEORY," by MAJOR C. H. DOUGLAS.
(6d. net).

A reply to erltiC'!smfl of :Mr. J. A. Hobson.
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(3) The Philosophy of the Subject.

"SOCIAL CREDIT," by MA.JORC. H. DOUGLAS.
(6/- net).

(Loudon: Cee\] Palmer, 4!J, Chando!'! Street, W.C.2).
A <'Onsld{'rntlon of many of the InjurIous find tyrannlCl\1

practices which obtaIn support. In Great BritaIn nnd AmerIca
und{'r the clonk of such words as Justice and Democracy, and
the object lessoJ1 provIded by Russin, nnd possibly by Italy nnd
Spain I1S the consequences or theIr extensIon, may serve to
emphl1sIse the necessity for clenr thInking.

In these pages NH~Author endeavours to IndIcate the gt'lleral
IInes whIch, It would appear, are essential In dealing not only
wIth the <'OJ1creteproblems, but the penerted psychology.

(,t) Explanation and Practical Application of the Douglas
Analysis.

"

I< THE COMMUNITY'S CREDIT," by C. M. HATTERSLEY,
M.A., LL.B. (5/- net).

(Credit nesenrch LIbrary, 70, High Holborn, W.C.I).
A remwned conslde1'l1t1on of the theoretIcal <'Ontent find

' practical ImpIlcations of the Douglas CredIt Proposnls.

(5) Other Publications.
I<UNEMPLOYMENT," by ARTHUR KITSON.

I<DIVIDENDS FOR ALL," by W. ALLEN
(6d. net).

(The above nre pUblIshed by CecIl Palmer, London.)
I< CARTESIAN ECONOMICS," by PROFESSOR SODDY.

(London: Henderson, Charlng Cross nond).

For the study of the current finnnclal and commercIal system
In prnctIcal operation, a concIse statement Is found In

"'rEE PRINCIPLES AND PRACTICE OF COMMEnCE,"
by J. STF.PHF.NSON, M.A.

(London: SIr Isuac PItman & Sons, Ltd.),
and the vvrlous reft~rence9 in the preeeding discussIon to the
works or Mr. Hartley Withers can be found In his books:

'

" BANKERS AND CHEDIT" find" OUR MONEY AND
'l'HE STATE,"

whIch are publIshed by Nash & Grayson, London.

(5/- net).
YOUNG.
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