























Foreword
by

The Very Rev. Dr. George F. MacLeod, M.C., D.D

former Moderator of the
General Assembly of the Church of Scotland

If all the starving (not just the undernourished) children in the
world were lined up, one behind the other, starting from your front
door, the end of the queue would be twenty-five thousand miles away.
This is sad.

It is in this situation that, none the less, the West is getting richer
and richer and the East is getting poorer and poorer. This is stagger-
ing.

It is in this situation that (according to a U.N. world economic
survey) all the loans made by governments and the World Bank to
underdeveloped countries have been more than offset by the fall in
commodity prices in these lands due to the pressure of debt on their
economies. This is sin.

It is in this situation that more and more churchmen become
aware that to buy a tractor for Nagpur or sink a well in an Arabian
village is not enough.

There is something fundamentally wrong

‘““We must make men clearly understand that the land that yields
men income is the common property of all men and its fruits for the
common welfare. It is therefore absurd for people to think they are
not robbers when they do not pass on what they have received to their
neighbours. Absurd! Because almost as many folk die daily as there
are rations locked up for use at home. Really when we administer any
necessitie~ *» the poor, we give them their own. We do not bestow our
goods ur... them, we do not fulfil the works of mercy. We discharge
the debt of justice. What was given by a common God is only justly
used when those who have received it use it in a common good.”’

Who wrote that? Dr. Hewlett Johnson, Dean of Canterbury?
























PART ONE

A CHRISTIAN ECONOMY

We felt it necessary first of all to consider from a Christian stand-
point in wt  lirections it was desirable that a social-economic system
should move., We have come to the conclusion that the following
represent the main objectives.

1. The best possible use of available natural and technical resour-
ces for the satisfaction of human needs and the promotion of human
well-being.

We regard this principle as fundamental to the whole enquiry. We
consider that every human being has an inalienable right to the basic
necessities of life — food, warmth and shelter. We are also convinced
that the natural resources of the world, together with the technical
skills accumulated over the centuries, are now such as to make it pos-
sible for this right to be achieved for all, without the necessity of
reducing the present standard of living of any person anywhere in the
world.' The object of production is consumption. There is no point in
producing something that is not required by anyone; on the other
hand, where a material human need exists, every effort should be
made to satisfy it through the productive system.

Waste and Want

It is clear however, that this objective is far from being achieved

1 Estimates of the potential capacity of the earth 1o support its population vary widely. One of the leading experts
in the field, Professor Colin Clark, Director of the Agricultural Economics Research Institute, Oxford, stated in
‘“World Population'' (Nature, May 3, 1958, p. 1236) that, if the present-day standard of Dutch farming were to be
applied to ‘‘good temperate agricultural land’’ throughout the world, it would be capable of supporting 28,000
million people, or ten times its present population. A year later, in ““The World Can Feed ltself”’ (Worid Justice,
September, 1959, p. 49), without taking into account other rood resources such as the sea, he revised this figure
upwards to 90,000 million! More conservative, but still very impressive, estimates are to be found in such sources as:

The Determii and C q es of Population Trends (U.N. Department of Social Affairs. Population
Division. New York, 1953).













has hitherto been disguised under the heading of ‘‘increased produc-
tivity’’. But however we regard it, it is a trend greatly to be desired
from the social and spiritual point of view; the process however is at
present gravely retarded, though it cannot be arrested, by fear of the
social consequences — that is to say, widespread unemployment and
the poverty and distress that nowadays accompany it.:

The same considerations apply to the employment of men and
women on such tasks as the production of cheap and shoddy materials
and articles, of useless and unwanted ‘‘gadgets’’ designed only to
catch the eye, in the operation of football pools and bingo saloons, in
advertising directed to persuading the consumer to purchase articles
that he does not want or need, and other examples too numerous to
mention.

It would perhaps be difficult to draw a clear line between occu-
pations that are obviously degrading and those that are merely useless
or wasteful, but it is at least arguable that any form of employment
that does not give a man a sense of useful achievement will in the long
run prove degrading to him. The monotonous repetition of a
mechanical task, day in and day out, is ‘‘soul-destroying’’ in the most
literal sense of the word. It might also be maintained that it is
degrading when fear of loss of employment, that is of livelihood,
forces a man to undertake tasks that he knows to be morally or
socially wrong, or simply prevents him from acting in accordance with
his conscience.

It has been argued that no one should receive ‘‘something for
nothing’’; but even if this could be justified in principle (and it was
our Lord who told us to ‘‘consider the lilies of the field, how they
grow, they toil not, neither do they spin’’. Matt. 6, 28), it can only be .
applied in the light of circumstances. National assistance, free educa-
tion, family allowances, the National Health Service — all these have
been accepted because it is recognised that the community as a whole
benefits when its individual members share as of right in its common-
wealth; while pensions, unemployment benefit, and health insurance,
even if they are regarded as being fully paid for out of personal sav-
ings (which they are not), nevertheless admit the principle that the
community has a duty to ensure the support of those who are unable
to earn their living through old age, ill-health, or inability to find
suitable employment.
























The term ‘‘bank -.___. _ udes loo , advances, investments,
etc., issued by the banking system either directly or through financial
institutions, which purport to be the money deposited with it by
customers, but in fact are given out without in any way reducing the
balances of its depositors, which therefore remain available as pur-
chasing power. Meanwhile the credits so advanced are transferred by
the borrowers to other creditors, who will normally add them to the
existing deposits in the banking system as a whole, providing inciden-
tally a basis for the further issue of credits. This is the meaning of the
frequently repeated statement that ‘‘bank loans create bank
deposits.”’

We accept as beyond argument the process implied in this state-
ment, a process made possible by the general use of the cheque (for a
clear description see inter alia the Macmillan Report, para. 74). The
essential significance for our purposes is that fresh credit, that is to
say, new money (as defined above), can be provided by a banking in-
stitution by a simple and costless process of ledger entry.

R-~1 Wealth

2. ‘““Real wealth’’ includes all g..._s and services that contribute
to the satisfaction of human needs and the promotion of human well-
being. The measure of the real wealth of a commumity is its ability to
deliver goods and services when, where, and as required. It therefore
includes goods and services ready for consumption, unfinished goods
in process of manufacture, stocks, raw materials and natural
resources, surplus of imports over exports, productive capacity both
actuai and potential, transport and similar services, manpower, inher-
ited and acquired skills and knowledge, educational and cultural facil-
ities, and so on.

It will be seen that the above definition does not draw a hard and
fast line between capital and consumer production. In the sense that
all capital production ought to be directed solely towards the end of
supplying the needs of the consumer, it does not appear that such a
line would be significant. We may however use the term ‘‘capital’’ in
the same sense that ‘‘real wealth’’ is used in the definition above. It
seems necessary however to point out that the word “‘capital’’ is al
used by economists in an entirely different sense, that is to say, mon.,
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from paras. 350-353, 376 and 430 of the Radcliffe xeport. Wh
perhaps less clear is the relationship between the Bank and
Government. The Radcliffe Report deals with this question in Che
X, without throwing much light on it. We regard however as
ticularly significant (in view of what it does not say) the follo
passage: ‘‘The policies to be pursued by the central bank must be {
first to last in harmony with those avowed and defended by Mini
of the Crown responsible to Parliament.’’ (para. 767). It does not
much reading between the lines to see that the relationship betwee
Government and the Bank of England is not unlike that betwee:
Queen and her Ministers. While constitutionally the Governme
the higher authority, it relies in practice wholly on the ‘‘advice’’
to it by the Governor of the Bank of England. Any attempt to i
defiance of such advice could only be carried through by a Goveru-
ment of great determination and clarity of purpose.

The essential truth remains that the banking system monetises th
credit of the community, that is, its real wealth, and lends this mone
to the community as interest-besring debt. Moreover it is an unrepay
able debt, since the figures of debt increase far more rapidly than th
figures of bank deposits. In 1958 the National Debt alone totalled
41,105,000,000 pounds ~— more than five times the total of bank
deposits at the same period (Rad-liffe Report, paras. 134, 149, 537).

A Frauduicu: -ystem?

We have been impressed by the arguments put to us suggestin
that the basis of the banking system is on this account fraudulent in
the strict sense of the word. The issue of money is, or ought to be, a
prerogative of the State, and the privileges given by the government of
the day to the .....k of England in 1697 did in fact enable the Bank,
and through it the banking system as it subsequently developed, to
usurp this prerogative to its own very considerable advantage. The
question whether there was fraudulent intent at that time or later does
not seem to us to be particularly important at this stage. Nor can there
be any imputation of deliberate fraud or dishonesty in the present
operation of the banking system, insofar as its day-to~-day activities
are concerned. We fully recognise the simplicity and convenience of
the system, but regard it as essential in the first place thar )
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zument; but we cannot see any moral justification for the levying of
.erest on a bank loan which is, as all the experts now agree, ‘‘created
t of nothing”’. When a bank ‘‘creates’’ credit in this way, neither it
r any of its customers surrender itle or claim to goods and ser-
ses, nor do they abstain from ‘‘present consumption’’. Moreover,
¢ addition of interest to the original bank loans, when these loans
¢ the sole source of purchasing power, is a clear cause of purchasing
wer shortage. Whether or not then the function of *““creating
=dit”’, that is, of issuing money, reverts in its entirety to the State, as
commended in the preceding paragraph, there cannot be any
stification for the levy..._ of a charge for this service beyond a suffi-
:nt sum to cover clerical an ther costs.

The social consequences of this system of interest-bearing debt
1ance can be seen at all levels — from the house-owner who finds
mself liable for more than double the price of the house he has
yught with a mortgage, to the municipal authority whose interest
\yments may well amount to 40% of its annual expenditure out of
tes.’

A house purchaser inr 1953 received a loan from a Building Society of 3,500 pounds. To this sum was added a life
urance premium of 815 pounds, plus interest on the total at 4% cent, the whole sum to be repaid over thirty
irs; the total amount was thus 7,702:10: —d., more than double the original loan. In 1962 he was required, owing
increases in the bank rate, to pay, over the remaining 21 years of the loan, an additional annaul sum that would
ng the total payment up to 10,008:6: —d., or nearly three times the amount of the original loan.

(n Dumfermline, for every | m)und rent of & couacil house, 12 shillings to 15 shillings goes to meet interest charges.
Edinburgh’s municipal debt in 1961 amounted to 56,906,368 pounds, the on which d for b

per cent and 40 per cent of the year’s expenditure.

The accumulated deficit of the British coal industry was expected to reach 90-95,000,000 pounds by the end of
51. An annual operating profit of 17-23,000,000 pounds was being made, but interest, which in 1948 came to
g)’),m pounds, was 41,000,000 pounds in 1961, thus returning a profit into a loss (House of Lords, Dec. 12,

Of the 112,000,000 pound loss on British Railways in 1960, 100,000,000 pounds represented interest. .
Debt interest in the Central Government R A it for 1958 d to 783,000,000 pounds, or over 13
; cent of the total. This figur >t include i pa; Jed in other jtems (Radcliffe Report, para.
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relevant questions are: ‘‘Are there enough materials? Are there
enough machines? Are there enough men? Does this project fill a
worthy need?

1.(b) Sufficient new credit shot ** also be available to finance the
production of goods and services tha. are unlikely in themseives to be
financially self-supporting, but that are needful for the welfare of the
community.

This principle has indeed long been recognised in certain cases, in
the sense that a number of essential services have been provided by the
State, notably those appertaining to internal and external security, to
the construction of roads, and so on. More recently the State in this
country as well as others has assumed financi: -esponsibility for the
relief of poverty, for education, for public and private health, and for
a variety of other social services. The monetary system must be flex-
ible enoug 0 take account of the fact that other essential services
may no longer ‘‘pay their way’’, and will have to be maintained in this
manner, notably transport, housing, higher education.

We would welcome a high degree of decentralisation in the
control of such expenditure, where this is appropriate. We have :
precedent in the financing of the ~—‘versities, whose funds are to a
large extent provided out of Goveciument grants, but the use and
disposition of which is almost wholly at the discretion of the
governing bodies of the individual universities. Such devolution of
resposibility does not seem to us incompatible with the provision of
finance as needed from a central source.

Credit for World Trade

2.(a) The exchange of goods and services between nations should
be facilitate¢ ~- all means possible.

The chic: essential is that money should revert to its proper
function as a register of transactions in real wealth. This means that,
as in the case of internal trade, money for international trade must be
in adequate supply for all needs, and that exchange rates must be
stable. What is needed is an international accounting system
complementary to that already advocated for individual nations,
which would enahle a straichtfarward record to be kept of ealth
passing from on 1y sther, and a balance to be ......... dined
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PART FOUR
THE FUNCTIC™'ING OF THE . {ESENT SYSTEM

Our next task is to consider whether the existing monetary syste
fulfils the requirements laid down in Part III.

We have felt that it would be improper for us to attempt to
into the technical details of the present financial system. That is
matter for the experts, and indeed it has already been done in t
Report of the Committee on the Working of the Monetary Syst
(The Radcliffe Report), H.M.S.0., 1959. But we have felt that it
our duty to examine the fundamental principles of the system,
determine whether the shortcomings in the social-economic sphere ¢
be attributed to the monetary system, and if so to decide whether t!
is due merely to faulty operation of that system, or whether there ¢
fundamental flaws in it that make it an unsuitable instrument for
present-day task. The touchstone for this test is to be found in {
principles laid down in Part III.

Restriction of Credit

1. The fact that under the present system all credit for production
comes into existence as interest-bearing debt has an inhibiting effect
on the expansion of the productive system. In the first place the cost,
in terms of interest, of borrowing money for production is so heavy
that prospective borrowers are reluctant to take up credits unless there
is a prospect of a substantial and continuing profit. Thus on the pro-
ducer’s side there is a reluctance to embark on any projects that are
not financially rewarding. It must be emphasised that this reluctance
has nothing to do with the Marxist conception of profit or greed as the
motivating factor in capitalist society; we are concerned here with an
attitude that is enforced upon everyone, no matter how id

the working of the monetary system.
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