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people’s money ?
the issues between Edward

embarrassing situation.
3

But, as remarked last week, to bring the King into a
major politico-economic struggle as champion of either
side would amount to abolishing the Monarchy. Of
course, as every reader of THE NEw AGE will realise,
that reference to “‘ other people’s money ** goes down to
the root of the whole problem. Unfortunately, very few
people know why and how, and these are denied the
opportunity of explaining otherwise than in the journals
of the Social Credit Movement. From private accounts,

Edward VIII. had got hol

Tecovery depended on the initiative of high-financiers,
but he seemed not to have given enough attention to the
technical principles which should govern the distribu-
tion of money. For example, he is said to have made

difficulties about loans to
that if there was money
might better be spared fo
areas. Again, he is said

the thimble was hidden,
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entourage

his suggestions.
*
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It is unfortunate that in or e in
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; insurgent™
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Devil climbs on the throne. But he IKtJ tS}‘]’:
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wondering what on earth God is getting uP e story
earth. And here the author closes downall wish the
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areas serves to put him in the place of him in ahighe:
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place, for whereas Edward VIII. was gmz"Nufﬁeld has
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Bank, with the object of ensuring tI &6 e
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State. Then there is the technical proP ufficld 2% und®
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An A + B + C Theorem.

In the A + B theorem, B payments are deﬁned‘as
“ payments to other organisations.”’ But when worlqng
out conclusions from the theorem they are made to in-
clude, in addition, sums allocated for various purposes
—profits, reserves for depreciation, reserves for exten-
sions, etc.

Now these allocated sums are not strictly ** payments
to other organisations.””  They represent sums which
may possibly, but not certainly, figure as payments to
other organisations in the near or distant future, ‘PUt at
the time of their allocation they are certainly not “ pay-
Mments to other organisations.” It may, therefol:.
Serve to clarify the problems which arise from ht e
theorem if we allot a separate symbol, say C, to t est:
allocations, and keep the symbol B for direct paymen
to other organisations, pure and simple.

All prices will now be composed of A, B o5 he co}f;sli
and if we follow any B cost backward in time we S =
find it represented by earlier A, B and C costs.
other words, both A and C costs are always in process
of becoming B costs with the forward passage & ﬂmeci

Now these direct B costs can be progressively re'ducf)f
I any inqustrial community by the ama!ga g tlol111:a.t
Separate business concerns into a single business; SO ture
the magnitude of the B costs is dependent on ¢ nta l11.'1
of the administrative organisation of lﬂdUStry; ta eyr
fime. Not so, however, with the C costs. Whatew

Ppen to the e option Teserves the
th 1 al )
m pl'oﬁts and P! I

ain and compulsory element i : -
Preciation charI;es, :Zmain: and if two busmesfesect;l):
bine, the and the A costs of each are .added og;i . be:
While the B payments which were previously ma
tween them disappear as costs of the ooml.ame. A
If, then, we take a bird’s eye View O ; lndusn’yinter_
Whole, we shall see the B payments Simp s
Usiness transfers which do not affect th

e consumer, and
: C elements
Our interest will concentrate upon the Avand
Ot costs and prices.

B .In terms of the symbols,
Tices i oncern
A + Ey:vgy b}gil: essisn(‘::e every B paym'ent n}ade :;};
o business simultaneously cancels a pmih: ne;3q rate
Amoynt generated by some oth_er business, whole will
Of generation of new prices in industry as_aA £E
Be proportional to @+ B 0= B £ new income

Against this, the rate of distribution OC1 fcingsie

be proportional to A + C*, where onsumers

Whatever portion of C is being e fc worn-out
:s income in the course of the replacement 0

apital assets, f

Now, as g‘ is paid out of C, C* can nges 1.():‘i gta;a tlf;
thap (¥ though it may perhaps equal it. Hl' ke
Maintgineq equal to C we shall get @ = lq:; even
TCoNomy which can, in theory, proceed upo nncem in-
kee] indefinitely, But as any #éw gt = but does
Tporates C costs in its prices from the'smmlemt is at
Ot distribute C! incomes unt'l ifs capltale the equa-
Cast obsolescent, the condition represented .y o indus-
o0 C! — C must be one in which there 15 1

tion of
the rate of genera
 wil be proportional o

: i
tna.l growth or expansion. It must be a ct(:ilg:ts(') but
Which existing capital assets are fallly SR

More,

L Aand C
Here we may pause a moment o view S

allocations, on the other hand, represent abstractions
his income, at one or more removes.
f"fl"-’}llis distinction between groups A and C is of 'funda-
mental importance. The A elements of any price re-
present money which has already been paid out to C?CIZ
sumers, while the C elements represent money whi
they have never received. So fa.r.as A elements air;
concerned, the producer first accret.hts the consumerb(ts
return for his labour or other services) and later fhe lC
him with the amount in prices. But, as regards t ihe
element in prices, the consumer has first to awedltt'n
producer—a complete reversal of the normal alternating
Fllﬁ:[f:; people are under the ifnpressxon that al; ;llllt;
costs in prices represent sums which have been p:Ot o
at some time or other to consumers, and they c:mtinuous
why, so long as industrial operations aref co:r chasiné
there should be any aggregate _shgrtage o ttgr s
er. Reasoning in this way, it is no ma et
rise that they attribute the .shortage they‘see pie
; fit factor in prices, with its accompanying 1;1 e
Enl‘-guﬁon of income; and they turn to Socialism for
re!{}fﬁf;tunately, all the costs in pticoi do not represent
i ers in the past.
SU!IUS lesd;:i;zdm::?r?n an earlier aJ.'ticle that thisee
C isg—mm debits against consumer income um‘:goﬂ
Cted by any previous credits—represen't sums; i
ey e1¥ retained for long by produgers in the.e 0! i
i They are invested at short intervals in Sg;ock
r{loney_i‘h e i}s] thus a flow of C money on to the .
e eéimulta.neous.!y, certain producers who re((ili:iln_
Market'f the renewal of their capital assets are ;
oon vl Jling securities, and causing a flow of money
i Sk and other

L the payment of wages : te
slfinsohe M;tz:i;cl;r wibhptl)]’:lse renewals. It is this

e called C*. .
vas to whether, or to what f;-
balance the
reach consumers and :
o theb(:tlx'.':(i:(t)<e“;l cf::m them; and thf{ centre of u;tert;set
? ﬁ:t:(ve iinSIe being shifts from industrial markets to
or ‘
S ino there will be an increase 10
i is expanding thel ! .
I‘f(;nngvuyand, Enless (& can be sunultar;:ouilg tlh ;
= d th::re will result a piling up ofuhmom grney i
crea.;e lV'Iarket. This is not to Sy that * guo s
lsa'iognactive. Conditions then: mairo:;dembl ey et
i ey may have :
WhTCh Caselsgiiy!?? lallsythe econom;s{s say; but aii f::a ;:
actlona'l Ji arke;s are concerned it 15 frozen, et
indusm'::)lnmmust result unless the C! flow can
depress!

creased flﬁ:mr;i::gg can only be got off the Stock Market
Now

al i ) and if there

nd 'back into industly in return for Sh.ﬂlﬁs ‘ i
not enough exisﬁllg SIIRXES for thlS purpo addi-

are S€, d

. there must
ided; that is to say_.
tional ones must be prsz’l‘he money received for the

: nsio’ >
pe industrial eXPRIOS 1 partly to purchase new
o will be pae R
additional Shrat{;sto provide new working c;.;pltal. .'u:)(:l l;:
plant 3;daplﬂarge proportion of it may possibly get bac
this wa

into consumers’ e ing the C alloca-
But there 18

ted from consumer
is money was abstracted | ek
tions. B“f“:irle Bt Yll in consumers’ hands—there
income—W

e it was st
must have been costs O

expenses in Co; ;
latter flow which we ha
So the problem arises

f that amount outsmndi{lg some-
in the industrial system. Consequcx}tly, if, in th-i
mf its return to consumers’ hands,. it crgal‘cs x:n:’
ok 3 io of costs to incomes will be inoreas:

where
course

998ts from the point of view of the consul:fm.v‘vng‘:sp::d
“0ts form his direct income in the form moment.

*laries; we will leave dividends for the

new costs, the rat
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by that amount. Disregarding the time-lag and all
that it involves, can this money be got back again into
consumers’ hands without creating new costs? ‘

No. If it is used (a) as working capital, the portion
spent as wages must create a direct.-new cost of that
amount. The portion spent on materials, etc., takes an
A + B + C price, converts it into a B cost, and passes
it along one stage nearer its final market. .But the
replacement of those materials by new ones will create
new costs represented by the A payments involved and
that portion of the C allocations unbalanced by any C
return to consumers.

If, again, it is used (b) to purchase new plant ar§d
equipment, the A payments made in the process will
invariably be accompanied by C allocations, and these
will come back to the stock market. In other words,
every time money is taken off the stock market and
spent on new capital production, a portion of the sum,
represented by the excess of the C flow over the Ct
flow at the time will be left upon the stock market.
This stranded sum must be used in the same way, viz.,
spent on new capital production, which will send a
similar proportion back again, and so on indefinitely.
The process can never “ catch up.”

There is a partial boomerang  effect.
money is flung off the stock m
returns. And the proportion in
The ratio of C to A is always
that not only must the C!
the proportion of it flung b:

Every time
arket a proportion of it
creases with every fling.
increasing in prices, so
flow continually increase, but
ack becomes larger and larger.

Orthodox critics say that this process does not in-
crease costs relatively to incomes, Provided that the
new shares issued for removing the money from the
stock market are of the Ordinary or Preference type,
involving no obligation for the ultimate repayment of
the capital sum to the shareholders, that is true. This
Particular process does not increase the ratio of direct
costs to incomes. But it accomplishes something worse:
it imposes on the community a liability to expand its
capital assets on a scale which must ultimately become
a physical impossibility.

Finally, the net profits.

If we disregard the time-lag,

Insofar as the shareholders are
there results only a redistributi

or may not spell maldistributi
unaltered.

Insofar as the shareholders are business firms, the
dividends paid to them become business revenue. As

such it may, in the case of Prosperous firms, form an
addition to net profits and be distributed yet again to
other shareholders. Or, in the case of less Prosperous
firms, it may form in effect a subsidy in aid of prices,

which may be regarded as equivalent to an income dis-
tribution to consy

mers. Or, again, the firms may in-
vest these divide:

oSt nds—a process which, we have seen,
will increase costs and liabilities,

But insofar as the shareholders are banks, the situa-
tion is altered. When money is paid to a bank as a
dividend upon a bank investment, it becomes bank
revenue, As such it ceases to be either ‘¢ currency in
circulation among the public " or ““ a deposit drawable
by cheque "' in other words, it ceases to exist as money,

as defined by our leading banker. Only if the bank
1ssues the sum agai

N as a dividend to shareholders who
are consumers will it ayoid causing a deficiency of pur-
chasing power. A. W. CoLEmAN.

individual consumers,
on of income, which ma
on but will leave the total
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INSURING AGAINST SHARE LOSSES.

maKxes

The Evening Standard of D.ecemP’el' Zinamed) 0
ence to a firm of undenvr?ters (?, Securities In-
have announced the inauguration of 2 claims that by
demnity Department.”” The company vestor 10 2%
means of this ‘it is possible for the Hrlx R ;fau
the risk of a slump in prices by covenreiﬁvely S8
falling market by payn’}ent of aexamplary qUO;
premium.”’ Thus, according to an Ordinary & 3oo
tion, the holder of 1,000 John .Brov(\)m f £30£
can cover for six months the risk ik
through a fall to 30s. by payme
37 I0s. hit
- The Evening Standard commentssh :r: o
fall in John Brown, or any othel;, .
cannot be actuarially assessed. berery
would not be able to cover them e
asked in respect of John Brown © eent QU0
only gd. per share, whereas the Pion on Joho
the Stock Exchange for a put OP'; The com™
Ordinary for three months is 2s. oy unfavour? ¢
says that the company gives a ver}; ing that p th“f
cast of the future of markets, say he sugs®r

; e 2’ TIf this be so,“ Jerwrt s
prices are * top heavy these LUl nlt
it is difficult to understand wh};, ciness. He (&2
are so willing to take on the ;1 &s that €
by reporting a statement by LL(I)gy &s.
concerned are not members at

- that M2

ence
Points From Correspond

(a0
our isste ocnrﬂi’hc
Question : On page 4, column l'f(?f"ythese Ao
ber 5 you write; * the resultant c:he( final bi ler
tions stands plainly express.ed in heser—H g
T g B e e ally: ©d
Answer: The bills for the g0 otailers enefo i
keeper ' was chosen to represent rand e
are not producers. They ‘f‘fly reason W, e
finished for consumption, I 16-"15 that, in PP sa g of
represented as the final buyers “‘ﬁts (assu‘“'ngption ohef"
sell these goods at cost. Their pro ) consu";“vcr; taﬂd
out of their revenue) consist in thelf_f cndustry ,‘rrif“"s'-des'
their own stocks. For example, le |t -;,et)' art‘( i
100 articles for 4100, they C""S"'lm /100 for mﬂds" put
charge outside consumers the “t‘]}:;)recosts (ovefhe 5
It is true that retailers have 0 T
the context, these could be (and ?heem
of the * final bills » presented. tIO is not 4
ever, the argument in the ar“f‘eshopkeepers- e
substitutes ‘“ shoppers »* for e all consu’ﬂ5
term includes the second: they 3"£wo hel:edust"y
tween them, will pay the (token) nted by 7 jes-
the total of the * final bills ” presf’” of the a7
keepers in respect of the productio

s
hey pef
t Plcr ¢he.
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