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BANKS AND THE COMMUNITY.
THE 1.OOSE COUPLINGS OF THE ECONOMIC GOODS-TRAIN.

Mech .
an i . 3
isation in Agriculture and Degradation of Food—The Blight of the

Marketing Board.

Ha\'e 0

u ev
- a gqobfis t;;iir tSfood and watched an engine attached truck No. 3 as independ
tho,ve 2 And whlavel ten yards before the last truck | on down through organise
€ en the engine stopped have you seen casual labour, until you come
last truck of all. These trucks, in their order, represent

last tryck
ha uck pick up the ten yards? For that is what
dearees of remoteness from the prime source of credit,
s of initiative, and

Ppens to 5
the a train when it consists of sixty trucks, and g
and therefore diminishing degree
f economic subsistence and

ent private enterprise, and so
d labour, unorganised labour,

to
to means-test leisure in the

Couplings
Su hpllng= allow ;Sf a liniar slack of six inches each.
Chi S tras i A # finally diminishing degrees O
Ystem, traﬁg is a working-model of the finance-capital secun};y. S
an‘nﬂateS“ jtsn the engine moves forward—let us say # ® #
W down the t speed—you hear sixty successive clangs Again it may stimulate your ideas if you consider the
Sl o the chains are pulled taut. And | couplings as representing credits—their tautness repre-
gine stops—** deflates *’ its speed—you | senting extensions, and their slackness contractions, of
rs of the trucks | credit, along the chain of economic Processes. the
to be avoided,

AT sixt ;
Colljg, Y Successive bangs as the buffe
clangs, or the bangs, down the train ar.(; ok :
or if it does start, 1

€.
The * * * : ;
t Tese g the engine must never start moving, ¢
tﬂi_‘t When n;}ilztr}l,ce is the more striking when you realise | must kgeep moving, without slackening speed, in the same
i e pairs of buffers are in contact, and | direction in which it starts to move, forwards or back-
Only thus can the financial drivers of the eg%

incho. SR€ § : : : :

& tarts, it only pulls its own weight for si¥ | wards.
o0 iHen's ing’s wo o

revent ‘ the kitte farthing it truck at the

£ €s, th
O the pevy e added weight of No. 1 truck
he weight of an jerked out of the saucer in the means

e S
t}fetra truckxzvslx inches, and then t
tra; fina] ¢ eliy six inches until truck No. 60 receives | end of the trainl 3
bron of Subﬁh‘ ndeed you have only to conceive a w s : L '
hao28ht t cient length, and the engine would be Does this picture not correspond with the bankers owil
. last truck | warnings, Suc as; that inflation creates the technical
= fation; that more inflation creates
that less inflation

)
the Inoveda hilt under full steam before the :
vigolresent sys nd such a train would closely parallel | necessity for more in s
Cir ed j yogy .Stem; A closer parallel might be pre- the political necessty for less inflation; the technical
enc,‘llar set flm_agmed the train to be standing on @ | is technical deflation; that deflation createSﬂ t_e creates
coome \vOu% rails of its own length, in which case the | pecessity for more deflation; that tots 1d et ? ml:ieﬁation
leup ed hehys be coupled in front of truck No. 1 and | the political necessity for less deﬂatmn,ht:ath cstsmin onl
Culser becaumd truck No. 60. The parallel would be | is technically inflation? | In short, t 'a The ik y
YooUS. F Orstehthe spectacle would border on the i i- | stands safe when the engiac stands still | €S >
forl'l Would 4 e present system is essentially ridiculous. | engine is the perfect reflationary eng:ne
S“Ct‘i,on and Slé)r;) DS_EG your engine Jlternately moving "{) K er"‘chronic dilemma. If they
e g ne ST L S 3
ping (perhaps reversing) along © This e.\hlbltz glglic;l:)f credit-expaI‘Sion they are com-
e progressively increasing

t 3 3

e circle while a number of trucks along the | adopta forwar - b
v

elfid 1o slow o0 o trucks behind feel the pull.

Osif,
8u € s
Er: ) : Ciirl]o‘r? Wwould never move. In physical lan-
‘voater than }cltla of the trucks collectively would be | \eight of inertia as the class- :
pould o, the energy of the steam. That being s0, it | 1f they slow down they now have to resist the momentum
a tween ¢ponatter where the engine was placed—whether heymoving trucks.
“,l:)d 0, Tucks Ngs. T and 60 é;; between trucks Nos. 29 of t ';‘hose behind cried forward
ch‘érl o if 1Lt t‘rlam would behave just like a concertina While those in front cried back.
?mm and hejg ‘-‘siz t};ushed at one end and pulled gtg)l: A few weeks ago the Directors of the London Passenger
fore (ta“eously (5 inﬂortlarx’m thg'mlddle-—’a, cogcthew' Transport Board in truck No. T had to get out and
Teflyg, 290Dt the L and “ deflated | 830 o) | hurty dows The train to see what was the cause of the
ed.’? > terminology of our ineffable bar inertia behind; and they found that the busmen on truck
No. 40 had discovered a hand-brake and jammed it on.
they said, gave them train-sickness, and

nwhile the truck was sullenly
arks from the rails. Well,
The foreman of

&% C

in wi our Speeding up i
®ntey O e Ser\;‘(; the | so what abm}x‘t it? Mea
erprs Credit-power, t L 2 blic | sliding and t rowing up Sp
%6 truck No. 2 arsug(uslgigéd Ipriavsateq l;rlxstlcq!})rise, the difficulty was temporarily got over.

Bl] i3 ’

DPreg t the g

sc,u‘;e“t pufgoagllel of the straight 5
e . For we can regard the engine
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the truck, Mr. Bevin, protested that he had not
authorised the jamming on of the brake, and eventually
the blokes wot did it got wot for.

£ * *

But other trouble is brewing along this hind section of
the train. Prices are rising, but wages are not keeping
up with them. The trucks of the economic system are
getting loaded with the added weight of unsaleable sur-
pluses, and their increasing inertia will eventually haul
the engine back. There are credit-time-lags between the
trucks, so that while there is a glut of credit in front
there is a scarcity behind. The bomb trade booms, but
the bootlace trade bursts.

This time-lag in responsiveness to the primary credit-
stimulus is due to the combined operation of the wage-
system and the pricing-system. This dual system pre-
vents wages from rising and at the same time taxes
them through prices. Itis true that wages have risen in

collective amount recently, but chiefly because a greater
number of workers have been employed. These workers
have stopped drawing the dole and commenced to pay
unemployment insurance. These items must be added
together, and the total subtracted from the wages now
being earned. Against the margin left you now have
to compute the total tax on wages generally which is dis-
guised in price-advances against wage-earners. It is

?}?t possible for us to do this, but the probability is that

rezl_ﬁ“%é:s.would disclose a positive decline in collective

e Ingation and Degradation.
€al wages, be it noted, are an index not si

how much you get for your money, by weight,l.xllclz)rllsétgf

or volume, but of the quality of the ‘things that are

measured out to you. Degradation of quality is exactly
the same thing as short measure. Your wages and the

PrICes you pay might remain unchanged, but if quality

is c!eg_raded., then Inflation is in operation, and you are

a victim of it.  For example, a pair of corduroy breeches

may cost only half, or maybe a quarter, what it did a

generation ago; but look at the stuff! The old cordu-

Toys you positively couldn’t wear out. By the way

when the shopkeeper got a fresh batch in, the whole

vﬂéage knew it by the smell, due to the fact that to cure
gn ha}rden them properly they have to be dressed with
pzigrixg;inzgnt (tlf)xe naturally dessicated types we may

Se o) flny ody who thinks of reviving this old-

- ) * * *
coming to the basic necessities of life, there has

:tz?tls srliogt céegrcdahon of all sorts of foodstuffs. It

S ag ack at the time when mechanical transport

etk hoge, and morganic fertilisers, commenced to dis-

el 1,‘ses and scrap lime-kilns. We have often told
meado‘.?' of]the Devonshire farmer who treated a
it ové? p.o}t]s with various fertilisers and then sowed

With one variety of grass seed. When the

ass w :
gl.esz ggrseusp'ethch()]d boy said: “ Now we’ll see what
Powders.”” s L Jave to say about them new-fangled

And they did—unanimously and cogently.

They sniffeq the;
With lime :Sdﬁéur Way to the plot that had been dressed

to the soil thcyu;:gli and when they had cropped it down
ing entirely Obli\"l tried to crop it some more, remain-
standing a foot hilotl:S of the grasses all around them
age. Degmd-uiog and waving solicitations of patron-
ation angrt?lscs :1 ({e%rad?tion of the flesh

R ) > Almighty has giv imals

a sharper instinet for knowing w%at) to ;ugt“lrfgldacmtrl?frlx:

than seems to he noccoc.
gensretiyr be possessed by our present fish-and-chips

The Case of Milk Products.

Then a5
; S cong
tried to track d(f\?]s ome o og butter. Last week we

n some of the Cornish b :
used to et e Cornish butter that we
wife of a4 fan\;};:,u young. We wrote to a relative-the

made by sea] Al XéfvSpcciﬁed : butter made from cream

prospect looks remote.milk' i we getitz Well, the

are under contract to Senozglstacle No. 1: Most farmers

separators. Some mischievous body ¢
School has been pushing this system on
generation of farmers. It may have its
saver of room, time and trouble; an

Those elements, which would have
milk, are poison in the cream.
separator. g
stays in the milk, and what belongs .
into the cream. Make butter with that ¢

get a stable, cool, partly transluce
comes neither soft nor rancid even i
Butter made from separated cream 1
and opaque. When honestly made
tures with vegetable fats) it will pass i
you do not remember the real artic e&e
time it is, relatively speaking, @ dig“‘

£ 3 ES

3 # /
ges forwar!

am,

Degradation runs through all sta then
origin: first the soil, then the grass hirling 2
the milk—and then this unnatural W l'oing
those constituents which ganlfe has ]
Vegetables, meat, milk, butter, CI (nown
notbcomparable to-day with the thmgsulr\iréu
names before the mechanisation of aci’
Things of quality are still to be foun
but the logic of mechanisation 15 €X

: 4 d milk
Our one compensation for degraded I
pears to be cheap buttons! e
man saying to somebody the other ay -
wearing on your waistcoat_what A
your stomach.” If was his way o'
(whether true or not we do not Know
tuents are made into buttons at t
It is probable however that these ar
utilisation of surplus milk.

Consumers and Marketing

) that m

ticles

4 2 nversatits
are going to follow it up. From €0 ic is Vit

had lately we have found that this t(')I?tancesv
esting to many of our chance _ac‘.lu?fltimate y
will not need reminding that it 1S 1 fruitfol
Social Credit, and they will find it 2
from expounding monetary theory
acceptable to listeners) to make %god
with people who are keen on this e
last fortnight we have made casues and
people who have given us their nam

d keep

fin,
. e to
ing us to let them know if we arc &5 f th
of supply for the 7eal butter, Statl[négsis e
it the price is no object. On the b
we have no doubt whatever th g
at a good profit in spite of the CSS d co™
remains, however, the snag of le°.-th malr
strictions such as have grown Up \nn
But that is primarily what we W&
for if this obstacle is verzi
eg for effective propaganda.
Eré reduced to gvairzir?g while out r;er if
certain ‘‘ dairy instructress asking Ke the
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to 1

At the prese

pay) T

In the meant

ie W and? !
Merrie Wonderland? ! s or M the

who catch on to this idea writé
their own account? They will
“‘ Demand Results ” will apped
when the Results are defined as 0
when the people who want them
them, as in this case. It is onE s in K
system to sell second-grade arth‘i_ it to ¢
grade prices, but quite another 0 at any >
ability to deliver first-grade articles Tt giging
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as an auxil_iary hostile force to the already unrestful pro-
ducers against the evils of centralised market-organisa-
tion. Of course there will emerge the triangular problem
reconciling the interests of the boards, the producers
én the consumers; and it will appear to be insoluble;

ut that is just where the Social Credit expositor and

of

agitator gefs his cue and comes on the scene with th

Temedy. _However, we must first mobilise interest in the
Problem itself from the consumers’ end. And, as already
escribed, the awakening of such interest is comparatively

easy,

! Disabled Investors.
Now that we are

to the lon
8eneroys, t

of th
ast

cheermg consumers,
O\u? nd precisely for the reason that they had been cleaned
Wron Or 1o gambler likes it to be known that he guessed
memg' However there could be a faked march by, say,
ond °TS and supporters of the Social Credit Party.
o omned as they are to relinquish their uniforms for
Priy, ‘t’a“?gated mufti of comparatively impecunious
poie Citizens, they would automatically fill the roles
orrslve-StOrS who had seen better days and operated on
en ie tips.  Banners could be carried with devices ’(‘:hal-
Keg ngythe non-investing slackers lining the route: We
DO? our Home Fires Burning ''—'* What Did You
The & The Great War? ' Had You Fallen In When
ablem ottom Of The Market Fell Out? >'— Our Dis-
Migh €0t Was Your Discount.”” Then, the procession
“ Gogmount on o travelling bier the semblance of a
Ya Oﬂix? of the Unknown Operator.” To geta Scotland-
a p) Uisa it might be well for a lady in \"’hlte to cabrry
POF seard in front bearing the legend: Aren’t Our
jee Quite Too 2 7
Thj & & = i
COupllest found frivolous: but there is a good deal in the

Laelé%h, and the world laughs with you,
ang ;. P> and you weep alone. i
ed :lb certainly true thgt ridicule and reprobatxo}lll(z)ate
to do itf3 to polarise each other by those who know

Electors and Polls.
N"'I:I?fzw let us turn to the manners of electors. b'};-?;
ang) Sphro"ide of July 6 gave an interesting colrgctlions
DPre the voting in the batch of eleven by-€

Vions : "
bereéo(ﬁ‘”ly held. Tt appears that the c]cctomtssa":g:-

ing - 020,657, and the total polls 319,877, 8VilE :
Pro > :ohest single pro
Portigp \\.mon of sx Beroonne hl‘;};ltibt tsllleg lowest

as 71 per cent. (N. Bucks)
et (Ilfol;d). Two (other percentages “'erenuzg;{
tribygi o (Cherisey and Kingston). The PESAl s
topg g the analysis draws a moral. Itis that = Of };'es;
byt Wh Ought to unite in a ‘* Progressive Front. 4t e
Self i - the Progressive Front turns round to Sptch a
C mn Office you see a Reactionary Back. SCI"{ oyt
of g mum_st and you find a Fascist; and the same \ew .
Stap C€ption jg spread aver all the politzcal pa]rhes a2
endor 2y chance of getting into power through popt

s
2/ Per
the ,. Ce

SQient. | “ophe 1o the beasts that perisi:
€a . They are like the :

the 'Bt&]ey all haye onZ breath **: and it 1S thc’dtg’%tc};ng.
Cracy, s aUcrat and the Despot. Our own pseu And it

Wo Ommuno-Nazi-Fascism with an alibi. led
e Rt N o nelie
thig (m?pp ear as if half the British electorate had ST

Forthcoming Meetings.
LONDON SOCIAL CREDIT CLUB.

; L
me Blewcoat Room, Caxton Street, S.W at Social

: <t touching on the subject of Social-
redit political action we want to revive our old tribute
g-suffering private investors, without whose
od hough involuntary, losses of capital the general
i et consumers would be worse hit than they are. We

€ to toy with the fancy of seeing, on every anniversary
¢ founding of the Bank of England, a sort of March
Ot Disabled Investors, limping between lines of
Of course they would not turn out

Social Credit.
Technical Theorem Re-Stated.

[Note. This is a somewhat hastily written exponential
exercise. Readers are invited to point out errors or onus-
e | sions, but should bear in mind that the main purpose ?’f it 1;
to emphasise the identity of the term ** Social Credit w:tf
its original significance as connoting the nature and cure 0
the Flaw in the Price System. Its secondary purpose is to
create some measure of confidence (not to offer a comq:)letf : e
demonstration) that the Social Credit remedy can urg;sen
the economic deadlock and put an end to poverty.— .1

#* &* &

Social Credit is the name given to the theorem tht:;]té
under the existing system of financing produc:x;:nl,1 e
cost of goods ready for consumption 1 greatei: ; a F
quantity of money in the consumption market. .
Social Credit Theorem can be expressed in its simp!

form thus: —
AC > RP

i el
meaning that Accounted Cost is greater than Recov

able Price. Y
i blishes, further, a

The proof of this Theorem esta

mathem%tical relationship between AC and RP, and the

complete Theorem can be expressed thus:

c —

A RPP the pro-
This means that AC is greater thanth ;:1 stgn 04
rtion in which p is greater than c.C The te = g
o Producﬁonmaridt;}gn;eﬁyct\f‘?g suzrcl;u;:/% pefiods, if

i a k2 .

m&mé;lls%uﬁption is less than total Produ%noz;o;ncoﬂ::
: Ti riod the Recoverable Price of ggo Cso ey
:;rnsgo%e will be less than their Accounte

nd period. 1
iia;oldpin the second period, ¢ e
vided with extra money suﬂ,igcxen‘fal ging e
meet the Accounted Cost. By Productioz;)lm

alues enables
i tio between the two Vv :
o ?rstsg:gg;intg;:: };roportion of Accoxtlgt:g ng:;tegus
ggem(e)taby the provision money e
Thus if AC = ,{I%e
= £o, amih ﬁl must

oods

gfeﬁ to the ?ellers ::1 condi B o
their price. B e e & -
Dividend of ég3 to ;u};ga g gt arnin

must be pal can be directly measured

c =3
given to consumers SO

3
+ amount.
Discount °f§23f1 or Discount

This Di‘r'iul
the formula c
figures ju
- from the token & )
as will be See£nlz (I " i '= £hl:§ );xceedeﬁ.sconsumpnon
t is only when Pﬁ(’duacth O ividend or Discount factor
jer perio

i iad i next.
= ﬂ;)ie izlrculated and applied 11 the xceeds con-
Cm;" modern indusEy pf:?:ounting period. One reason

¢ : s
<umption in any given @ alance of products 1s

sed: thus—

jod a bala ]
at in any Sltl}i: gfgﬁi;s period %arrty,‘,:gisagi s,tgrci.
to ofiset 1 -

By iod as earnings. For

counilo con ey peg(c)gounted Cost h_a\ée
in the earlier period.
nce"ftdm;]r‘n the products brought
place in the later period
d Cost greater than the earnings of

Accounte For earnings (i.e., Wages,

bears an make it.
the consumersd'“i?;ends on investments) are never r(;lol:'e
salaries and div the total Accounted Cost entered up

: jon of ;
than a fraction which pay out these earnings. f

by tl:w iqgutslt:gelsater period there are two categories 0
Thus, 1

Accoumlggo&?lstt.forward from earlier period.
1.

2. Entered up in later period.

: p.m,

Tedit 30 8 “ A Business Man Looks
by Mr. A. F. Anderson.
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Against item No. I consumers receive no money at all.
Against item No. 2 they receive less money than the
cost entered up.

This does not mean that the amount of item No. 2
is wholly additional to that of item No. 1. Rather, they
overlap—that it to say the excess of Accounted Cost over
incomes under item No. 2 is largely due to the Ac-
counted Cost brought forward under item No. 1. In
other words industry, regarded collectively, buys from
itself (!) in the later period the products brought for-
ward from the earlier period, and debits the amount to
consumers as a first charge on their current earnings.
Since these earnings are being wholly entered as costs

of current production, they cannot buy all the products.
AC is greater than RP. '

The idea of industry buying anything from itself
sounds ludicrous. But it is true. The reason why it
does not appear to happen is because industrial account-
ing is carrigd on by thousands of separated firms who
are each buying things from each other and entering the
cost against consumers. (For all costs have eventually
to be paid by consumers if they are to be defrayed
and leave industry out of debt.) The collective conse-
%Lllence of all these inter-business transactions is exactly

¢ same as if an all-in industrial combine bought ifs
old surplus products from itself and entered the amount
as a cost to be recovered from consumers.

The much discussed “ A + B Theorem ’’ exhibits
an epitomised cross-section of this process. It declares,
and truly, that every business enterprise is simultane-
ously entering up more costs than it pays out earnings
to consumers. The excess, which is designated B to dis-
tinguish it from earnings, finances transactions which do
not yield any earnings whatsoever to consumers, trans-
actions which amount in principle to the buying-from-
itself accounting-figment just alluded to. It is true that
actual money is spent for that purpose, but when so
used it is earmarked for cancellation by the banking
system, having first been derived therefrom as loans.

The full cycle of the Pprocess is as foll Industry

ows.
has a surplus brought forward into a given accounting
It buys its

period. It borrows money from the banks.
surplus from itself. Then it repays the banks. Thus
the money completes a cycle out of reach of consumers,
and the surplus remains inaccessible to them. All that
happens is that the surplus changes hands inside the
industrial system. It is redistributed among business
firms, but is not distributed among Consumers; or, in
so far as it 4s distributed, consumers have to pay for it
by drawing on earnings which relate to current new
Production, and t

hus leave themselves short of money

to buy the new products. AC remains greater than RP
—and must do so in perpetuity under the existing system
of loan-accountancy.

Y€ can here derive another formula.
mmd. that Recoverable Price cannot
Earnings, and must not be less under th
We can substitute Earnings, E, for R

and say

0TS R N
‘g’xégz‘d&gmﬁes that in whatever proportion production
2 thes Consumption in any period of test, Earnings
s dn_ext t;3f1111\1:=llc:nt period may safely be supple-
Discoun:;n dt' ©.Same proportion through a Dividend or
industrial 1stributed by the Governmept outside the
USTIal costing system, 1f the periodic test-intervals
are reasonably.short~giving fairly frequent revisions
of the ,Productlon-consumption ratio—then there will
tv(:v achieved an abiding approximate equivalence be-
A €en prices and earnings in the consumption market.
-,(C will be practically identical with RP; industry and
S customers alike will be able to make both ends meet
ml»}{ld an ndefinitely expanding volume of real wealth.
0 sum up,
fbnd_er the present financial system the accounted cost
ol articles offered for consumption is greater than the
available earnings of

: Lonsumers, and therefore some pro-
portion of that cost is irrecoverable,

Bearing in
be greater than
© present system,
ecoverable Price,

: icles them-=

If this is true the same proportion oft t{lv?inafg{: fhat
selves will be unsaleable. The effe(t: e
production of such articles will tend forward of
goes on. The cumulative carrying O'ty for pro duch%
saleable articles will lessen the necessxccounte 3 cost 0
new ones. Yet, however much the averable price ¥
articles is reduced in this way the re&o e prop0m°n
be less still. RP will be less than A
that c bears to p. The factgr

—

o in this case, the gg‘t
is what is called a co-efficient—n ble co-efficient, ? i
efficient of Saleability. It is a vara eriod OVEr Whlthe
it never reaches unity, because in any p1 measureds
the values of ¢ and p are simultaneous! yFor this T
value c is always less than the value P-

the expression s

rticl
RD ards the & s
is the Co-efficient of Unsaleability as regbimy as regafent

offered, or the Co-efficient of I}'refzoﬁsrg e Co_efﬁtglken
their accounted cost. Hence it 1S of Industry
of Insolvency as regards the condition i TheOfem
as a whole. ° Social Credit o com”
The way to test the truth of the mployer of.
is to consider the ‘banker as the € es of socwf}’l‘,n the
munity. His loans become the Wag % rect]ll on 2
retiring the loans he cancels the whigrl’l o JCCei
community draw goods. Assume ary, which 7 and
monthly account—say, £100 for Jan(l)ln Februaty ~’
in on January 3r and lends again oducet:
SO on. articles at€ P ar®
Assume that in January say I00 hat of thestr 5 icome
Their cost will be £100. Assume tt;er ffty Wil e mi
ready for consumption, and the OWBEE, - 5o reCOT s
readg’/ in February. Now the banl:gre commU2 o fok
£100 on January 3I. There{%r:y get : 25 0., 188
surrender the whole £100. ith the othe€ Gminist
£50 and invest in the other ﬁfty; :’1 to am :
Next assume them to appoi dy for consiiry theli
this property. Since it will be 1€aC, " iributi®:
February his duty is to arrange 10T 1>) %00 28
Now,r}:m February 1 the banker 13;100 articles & ofor®
can be the same £100. Assume the umable
duced as before, and fifty are ans o the
The community will possess £t10 ay him £I0investrﬂ 0
the Banker will require them 10 131 £50 as a8
the articles immediately ready a.rll.rustee will o
in the other articles. But the communi
worth of articles to offer. ’Eht%ey are to 8¢
these with their earnings. I dditional
will either have to receive £50 :sent.
receive the fifty articles as @ pre>!

v of
@ it
In other words they must Teéggeof the T7Gost !':‘ 25
to pay the total Accoupted C ccounte® . ou “'(iﬂ‘
now ready for consumption, O he Truste® aght
be halved (which it would be ‘f_"\tye}fy sticle POM
he would, one free article for € uaty

February earnings).
T pares b e B
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and in February
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