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.. That which &Oems to be wealth may in verity 
be . only the gilded index of far-reaching ruin, • 
wrecker's handful of coin gleaned from the beach 
to which he has beguiled an argosy; • camp
follower's bundle of raga unwrapped from the breast. 
of goodly Boldiers dead, the purchase-piecea of 
potter's fields, wherein shall be. buried to~thor the 
citizen and the stranger." 

JOHN Rl1IltDf. Unto Ill .. La,', 1882. 



PREFACE TO THE SECOND EDITION 

TUB almost instantaneous rise to world prominence of the 
new Amerioan dootrine of social and industrial salvation 
known as Technoora.oy has resulted in this book, whioh first 
appeared in 1926, going suddenly out of print. A new edition 
has been peremptorily demanded, and to meet it as expedi
tiously as possible, and to enable the book to be re-issued at 
a reduced price, the original has been reproduced inta.ot, 
save for minor proof-correotions, with a prefatory addition, 
explaining its relation to Teohnoora.oy, as the author under
stands it, and to .other oognate schools of thought. The 
opportunity has also been taken of developing further some 
points and features, for the benefit both of the new reader 
and of those who have already read the first edition, in 
a.ooordance with experience gained from numerous lectures 
and disoussions on the subjeot. One partioular question 
dealt with last, the relation of the author's Virtual Wealth 
Theory of Mo~y to the older Quantity Theory of Money, 
with whioh it has a superfioial resemblance, has also been 
dealt with in this way. But the reader of the work for the 
first time will naturally ha.rdly be in a position fully to follow 
this until he has made himself a.oquainted with the newer 
theory as expounded in the original work. • 

It looks as though the times were ripe for a great intel
lectUal renascenoe synthesising all the pa.rtial and soattered 
oontributions into an established body of dootrine, based on 
.. the still almost unknown science of national economics and 
as far removed from disinterested controversy as the proposi
tions of geometry." This book emphasises rather a flaw in 
the monetary systeVl, than .. a flaw in the price system .. 
whioh Teohnoora.oy affirms. Both still await impa.rtial 
examination and judgment. ~t has been the author's belief. 
strengthened and matured with the passage of the yeara, 

'1: 
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that to a slip in accountancy-a mistake which when 1 
out is as obvious as an arithmetica.l blunder-:-is to be 
the whole hell's brew which the soientifio civilisatil 
become. In tha.t unexpected qua.rter, I think, will be 
"the fatal destiny which makes human misery etE 
But whether it is the whole solution or not, its il 
correction would seem to ~e a necessa.ry first step to a 
world. 

Oxford, February 1933. 



PRE,ACE TO THE FIRST EDITION 

TB:B introductory chapter of this book describes how it 
came to be written. and the summary at the end sets forth 
the ,chief positive conclusions arrived at. Although it is 
not a novel. but rather. a serious treatise upon what is 
sometimes called II The Dismal Science," the habit of 
glancing at the end before starting the book is by no means 
to be deprecated. Intended for all sorts of readers sincerely 
anxious to understand the causes of modem unrest in the 
political and economio sphere, the summary will explain 
better than a brief prefaoe the goal' to which the book is 
directed. It is as well to take a 'look at the wood before 
plunging in among the trees, or the view may be dismal 
indeed. 

It is an attempt, rarely made nowadays. by 4' specialist 
in one field of knowledge to solve the problems in another. 
In science, w, recognise that the border-land between 
related subjects is usually the most fruitful field for new 
discoveries. and also that it is not unknown for entirely 
new subjects to start from and be based upon more or less 
minor advances in subjects apparently unrelated to them. 

This inquiry commenced with the attempt to obtain l\ 
physical conception of wealth that would obey the physical 
laws of conservation and be incapable of imitating the 
capricious behaviour of the subject-matter of psychical 
research. During the progress of the investigation, a new 
theory of money gradually took shape, and in time con
stituted itself the comer-stone of the whole superstructure. 
Just because this theory, unlike others, did not pretend to 
correla.to price with the state of trade or quantity of goods 
being produced, it ~as recognised that the problems of 
stimulating production and abolishing poverty and unem
ployment were distinct from the purely monetary problem. 
One could II stabilise stagnation." The solution was in 
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due course arrived at, and the general conditions were 
worked out for the progressive economic expa.nsion of a 
community. without change in the value of money (Jor 
alternating fits of boom and depression. As was to be 
expected, the solution, when found, proved to be the most 
ordinary incontrovertible common sense, requiring nothing 
more than that to prove it. , 

Every _cceBsion to the quantity of wealth immobilised 
in a productive system must be paid for by abstinenCe from 
consumption. The owners, for the time being, of money 
contribute a part-usually a small part-unwittingly. The 
rest mu~t be met by genuine permanent surrender of rights 
to consume. These conditions observed, the revenue of 
wealth can be permanently expanded, in a scientific era, to . 
an almost indefinite extent. It is because the genuine 
initial abstinence is burked that the existing system is wha.t 
it is. This, in brief, is the solution of the economic paradox. 

Acknowledgments are due to a larger number of 
authors, for ma.terial help in the understanding of these 
problems, than it has been possible to refer to specificaUy 
in the text, as well as to numerous corrcnpondents and 
friends who have discussed the writer's conclusions and 
drawn his attention to many of the pregnant passages 
in the literature quoted, of which otherwise he might 
have remained in ignorance. 

FREDERICK SODDY. 
J-UGf7I 1926. 
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ADDITION TO THE SECOND EDITION 

DEDICATED 

TO THE LAW OJTICERS OF THE CROWN 

OF THE BRITISH EMPIRE 

TEOHNOORAOY AND THE NEW EOONOMIOS 

TEOHNOORAOY claims that by the use of the inanimate energy 
of Nature and by means of machines and mass production, 
man has become independent of his own physical exertions 
for his maintenance, the so-ca.Iled .. iron law of scarcity," 
upon which the older economics was founded, has been 
abolished, that poverty and unemployment at one and the 
same time is now &. horrible anachronism, that the average 
inoome &.nd expenditure of the whole American nation could 
easily be multiPlied many times with less hours of labour and 
more of leisure, and that the banker is out of date as the 
ruler of &. scientific and technological civilisation. 

In this it is similar to the thesis developed in the present 
book save, possibly, that I was and, am more conservative, 
both with regard to the extent and the rapidity with whioll 
the average soale of living can be augmented. It is the 
doctrine whioh in Great Britain calls itself the New Econ
omics. Ever since the \V ar there has been developing &. 
sohool of thought, more or less independently on both sides 
of the Atlantio, believing in ... new economics of abundanoe 
rather than in the old economics of want. In Great Britain, 
Major Douglas, who initiated the Social Credit Reform move
ment.-which is critic~ rather than expounded in this book 
-is the pioneer as regards the total ohange of outlook whioh 
the new view demands. Bu\ all new economists regard 
Arthur Kitson, to whom this book was dedicated, as the 
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doyen of the movement through his reiterated attaob during 
the last forty years on the fallacies of modem monetary 
systems. The influence of the Amerioan effioienoy engineers,. 
who have given Technocracy its distinctive statistioal founda
tion, as well as those of Thorstein Veblen, now described .. 
the" Father of Technocracy," .has been felt, but rather aa 
echoes and reflections than directly, the latter through the 
confused medium of warring politioal and sociological 
antipathies. 

But whereas in Great Britain the new economists, with 
the possible exception of the Douglas School, have been ra.ther 
like isolated voioes orying in the wilderness, in Amerioa they 
have now the ear of the na.tion. The spectacle of wa.nt and 
despair, with 13 million unempioyed, in the riohest of the 
nations, so familiar to us in the Old World, has there, as we 
have always hoped and expected it would, brought instantly 
into the forefront the broad issue whether the machine is to 
be a.llowed to enslave or liberate humanity. We are 10 

muoh nearer the" iron law," and the traditions of resigna.
tion, subordination and sacrifice it enforced, that the people 
here still see no remedy for what has been (and therefore 
must always be!) the traditional lot of , large part of 
humanity. Even in Amerioa, probably, there are still hardy 
believers in the doctrine" Blessed is he who expecteth little, 
for he will not be disappointed." 

POINTS OF UNANIMITY 

All neweoonomists, inoluding in the term the Technocrats, 
are quite agreed on the complete possibility of immense 
improvement in the sta.ndard of living at the ooet of much 
less expenditure of time and .. diligence" or .. watchfulness " 
(not to use the misleading, because obsolescent, term 
.. labour ") and at a gain of the corresponding hours of 
.. leisure." Some of us think that terDf also obsoleeoent if it 
is to connote nothing better for the majority of people than 
it does to-day. Even here prbbably wide divergenoe might 
be discovered as to exactly how much .. leisure" would 

ii 
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remain if the majority of people flung themselves &8 whole-
.... hea.rtedly into developing their intellectual and cultural 
~ptjtudes (with all the attendant paraphernalia of universi
ties, academies and the like whioh that involves) as they now 
do, in their relatively limited time, into amusement. We are 
all, again. in oomplete agreement &8 to the necessity of there 
being an equitable redistribution of this .. leisure," for 
example, &8 betwee~ those who build and teach in universi
ties and those who are to have the .. leisure" to .. work" 
there. The system of an overworked middle with voluntary 
and involuntary leisure at the two ends, h&8 got to end, and 
the sooner the better. But I am still probably alone in the 
belief that this would automatioally look after itself if the 
monetary system were honest and incapable of being 
tampered with, and I therefore escape the most insoluble 
part of the problem &8 to how this just redistribution 
is to be secured. It is not that I burke the issue so muoh 
&8 that I feel the problem is insoluble until this first step 
is taken, and then it can be dealt with if and &8 it ia 
neoe8B&I'Y • 

On what ~ht be termed the diagnosis of the trouble, 
again, new economists are in general agreement that undoubt
edly the source is to be located in the very nature of the 
modem monetary systems, &8 they have become. We all 
soom &8 an intellectual absurdity the facile slogan of 
.~ Machine tier"'" Man .. and the theory it impliee that men. 
live to work rather than work to live. For us in one way or 
another it is .. Money wet'''''' Man." It is sinister that what W&8 
the original slogan of the ignorant and desperate Luddite 
rioters should be becoming more and more adopted by 
supposedly highly educated and intelligent people. If, by 
lightening the labours of living, soienoe inorea.ses production 
beyond the capacity of the distributive mechanism, it is the 
distributive mechanism that must be overhauled or scrapped, 
not the produotive me1lhanism. and the distributive mechan
ism of a monetary oivUiBa.tiou-in contradistinction to the 
earlier patriarchal, serf, cIa.n. feudal forms of communism-
i4 money. . 

iii 
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POINTS OF DIFFERENCE 

On the question whether the money system should (1) be 
scrapped, (2) greatly amplified and extended, or (3) simpl( 
corrected to subserve what it was invented to do, that i. 
distribute what there is to consume and use, irrespective of 
quantity, the widest differences of opinion are revealed. It 
would seem, in fact, tha.t the time were now ripe for the 
authoritative exponents of the various systems to explain 
them and to answer all relevant questions arising to a 
disinterested and trained jury of eminent thinkers, accus
tomed to dealing with abstract and scientific thought, and 
to leave it with them to advise which of the way. should 
first be tried out. They should be regarded as alternatives, 
not complementary but mutually exclusive, and any attempt 
to compromise and combine parts of them would almost 
certainly result in disaster. It is notorious in these questions 
that those who have formed definite conclusions and promul
gated concrete schemes cannot rightly appreciate other and 
mutually destructive proposals. At the same time the 
proposer of each scheme should have the right to challenge 
any individual member of the jury as being Jl.ot disinterested 
in, or sufficiently familiar with, the general habits of thought 
necessary to understand the implications of his proposals. 
It would be as absurd to try the case before a packed jury 
of those whose conduct was under revision and whom it 
might be necessary to dispense with, as of people accustomed 
only to word-spinning and with no knowledge of realities. 

Of the three classes above distinguished the Technocrats 
(though the writer has only second-hand knowledge of the 
proposal, and does not understand it) would appear to put 
themselves- in the first by their attack on the .. price
system," and their proposal to do away with money and to 
use .. energy-certificates." The outside world, at least, still 
awaits precise information as to wha.t exactly is proposed, 
and how the products of industry and" agriculture are to be 
distributed to individuals un<ler this system, and it would 
be idle at the present time to anticipate this by any premature 
criticism. 

iv 
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THE DOUGLAS SOHOOL 

The Dougla8 School in England, through its proposal to 
.... "ll goode below C08t and to make up the difference to the 
mallufacturer and vendor by an issue of .. Social Credit" 
(which, 80 far a81 understand it, is new money), appears at 
first to be closely allied to the Technocrats. But, 80 far as 
I understand the proposals that have been put forward, 
they 8eem rather to fall in the second class-namely, a great 
amplification and extension of the 8ystem of creating money 
8.11 credits, but to the consumer rather than the producer. 

Up to a point the remedy i8 easy to understand. The 
great over-production of capital, though what already exists 
i8 largely lying idle, is obviously to 80me extent traceable to 
the exi8ting system, whereby producers, by depositing 
collateral security and paying interest, can have money 
created temporarily to enable them to produce at the expense 
of the whole community. But in modem monetary systems 
there is no money created, or even no regular machinery 
for creating money, for distribution. Every student of the 
subject now knows that it is just as neceB8&ry to supply 
money to consumers to enable them to consume as it is to 
producers to enlble them to produce, and the putting of 
the new money always into the produoer's side of the system 
is one undeniable factor in oausing produotion to outrun 
distribution. 

But this is not the real spear-head of either doctrine, 
whioh has penetrated, at least for the moment, the very 
citadel of .. Capitalism." In the words of the one, owing to 
fewer and fewer worken produoing ever and ever larger 
quantities of goods .. the purchasing power distributed by 
industry is becoming increasingly insuffioient to distribute 
the products of industry." Or, as the other claims, with 
the technical development of production, the traditional 
method of distribution by wages, etc., has broken down, 
and it is a pure ijlusion to suppose it can ever be 
restored. Not one-haIl the unemployed in America would be 
re-absorbed by a return to tl1e earlier maximum peak of 
prosperity, and we are rapidly approaching the time when 

v 
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the majority Will be out of work. Both condemn the existing 
wage-system or price-system &8 already impractica.ble and 
as ultimately absurd. In this I am the ca.use of sorrow,? 
not of anger, among my brother new-economists aa herd my 
position is much nearer that of the older economics than 
the new. 

My own objection to the Douglas scheme in part is one 
of degree, as to how much new money is needed, having in 
mind the impossibility of withdrawing again money given, 
in contrast to the possibility when it is only lent. But a 
deeper division exists, arising out of the theme expounded 
in this book-the energy theory of wealth, and the real 
nature of Capital that follows from it as communal debt 
rather than wealth. Hence the necessity of writing off from 
the possible output of distributable wealth all capital pro
duced as dead 1088. It is a subtraction from rather than an 
addition to the flow. The much-discussed A+B theorem of 
the Douglas School seems to regard Capital conventionally 
as wealth rather than debt, and if so it reduces the practical 
proposal to wue Social Credit (or new money) on anything 
like the scale apparently contemplated to one of simple 
inflation. Of such schemes I am told a BSrlin organisation 
studying the problem has collected about two tho118&nd. 

In this second category also are to be classed all schemes 
of banking reform, retaining as now the power over the 
creation and destruction of money in private hands but 
altering the methods of doing it and the ostensible objective, 
or, alternatively, to nationalise the banks and leave them tel. 
continue muc~ as now, as I would put it, to wreck socialism 
as they have nearly wrecked individualism. Clearly it would 
be even more idle for me to attempt to expound them than 
the Douglas proposals. 

THE AUTHOR'S SCHEME 

The third method of correcting t,!le monetary system to 
make it distribute,ineffect re-creating a distributive mechan
ism, since the raison d'dreofall money systems is now .. bsent 
from ours, is the method I have from the first advocated 

'Vi 
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in this and other books'. It cannot claim to be supported 
yet by any .. school". though it has its individual con-

...... l;erts. Broadly. it takes its stand on the conclusion that 
thd whole of'the benefits supposed to be conferred on the 
community by ·the monetary system. whatever they may 
have been once. are now an illusion and as dishonest as 
tampering with weights and weighing machines. With the 
growing distinction between the acquisition of we8.lth and 
the creation of it-between Demosthenes and Bishop" 
Berkeley (p. 73}-aU this monkeying with the quantity of 
money by pretending to lend it and creating it. by pretending 
to be repaid it and destroying it. appears in the first place 
as of no real physical significance whatever from the national 
standpoint. It results merely in some people acquiring at 
the expense of and without. the knowledge of others. In the 
second place. it makes the distribution of wealth at a constant 
prioe-Ievel. or indeed at any price-level. an impossibility. 
The supposed advantages it once had-stimulation of 
produotion as distinot from consumption-are now a dis
advantage. but it may seriously be doubted whether any 
oonsequence not, on the balance. evil has come from it from 
the standpoint' of the nation as a whole. If there are 
famines and vast natural or human cataclysms. such as 
wars and pestilence, it is better to face them witliouJ the 
additional and equally devastating catastrophe of a variable 
money unit. which merely gives short weight to one set of 
people and overweight to another-the laat straw, surely: 
in the way of .. assistanoe. It 

It would revert to the purpose for whicll money 1!!"8 
invented and to the axiom with regard to its issue in all 
monetary civilisations precedent to this one. It would 
destroy utterly. without leaving a single loophole, the power 
of private people to create and destroy money at will. It 
would substitute a scientifio national monetary system. leaving 
everything else as it it, and it cIaima that the recovery of the 
patient would be swift .and complete. As in the case of the 
last Cza.revitoh. it is the doe-tors called in who cause the 

• Compare JlMI., __ JI .. (Kathen ud Ifanot. London, 1931). 
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disease in anticipation (If the call, and the disease itself can 
be best described as tho secret administration of a drug 
which leaves its victim unaware of what has undone him. 

WEALTH, OAPITAL AND MONEY 

Though, in this book, the positive contribution to the 
subject from the standpoint of immediate practical politiclI 
is contained in the suggestion to revert to a monetary 
system for the distribution of all that science and human 
diligence is able to make out of the raw energy and materialll 
of the globe, the reader may be warned early that the 
analysis of the impasse depends on conceptions of Wealth, 
Capital and Money, utterly different froni those held or 
avowed before either by economists, sociologists, businesll 
men or politicians or from those at the basis of the conflicting 
!Jtale controversies between Capitalism, Socialism and Com
munism. It is, personally, extremely interesting and 
flattering that the viewpoint with regard to Wealth and 
Capital appears to have been adopted by-or, at least, to 
have been of some influence in-the independent work of 
the Technocrats, but as regards Money, though time ill 
working wonders, I think I can still call it mt own. 

The reader will find in the opening chapters an energy 
theory of wealth developed which calls here for no extra 
elaboration. But he must bear in mind the nature of 
Capital (Agenta oJ production as defined on p. 50) following 
from this, of already consumed wealth, and-1lince wealth, 
no more. than fuel, can really be consumed twice in the 
normal way--Capital is an irrecoverable loss and communal 
debt rather than communal wealth. A very apt illustration 
is the position of the Railways in Great Britain to-day which 
are not yet bought or paid for from the descendants who 
have inherited claims derived from whoever abstained from 
consuming in order to let those who produced them consume. 
Controversial as the question of the idrntity of the original 
individuals who did the abstai:ning may be, there is no real 
controversy about the abstinence. Contrast with these the 
motor highways, paid for as built by an excessive tax on 
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motorists, four times aa higb aa in any other country in the 
world. This ma.kea one believe that Great Britain, as the 
ol<\est sufferer from the delusion that capital was commUIllll 
wealth rather than debt, stillieada the world, in its iJltuitive 
beliefs at least if not in its avowed attitudes. It is therefore 
very significant that the same ideaa have also now taken firm 
root in America, judging at leaat from the accounts of 
Technocracy and its principles that have come through, 
Wustrated as they are by many striking illustrations of the 
fecundity of deb' rather than of wealth. 

OAPITAL AS ALREADY CONSUMED WEALTH 
As regards the more eminent orthodox economists (all 

orthodox economists are neceuarily eminent, as otherwise 
they would be incredible), they seem to be still in the unhappy 
position of knowing all about the impossibility of consuming 
cake twice, at least intuitively, but still believing in the dizzy 
virtues of compound interest. It is now rather among 
new economists (in the Douglas proposals, and the A+B 
theorem) that these misconceptions seem to linger in 
the sphere of n¥ional economi08. Because new wealth may 
be obtained for capital, by getting some other individual 
who wants it to take it in exchange, this must not blind us 
to the fact that a nation cannot turn its capital wealth back 
into consumable wealth again, or eat its ploughs if it is abort 
of bread. 

A reviewer of the first edition of this book, with far· 
sighted humour, quoting from the preface that the solutioJ] 
of the economic paradox was .. the most ordinary incontro
vertible commonsense requiring nothing more than that to 
prove it," prophesied that it would be rejected by every 
student of economics. He himself, however, supplied the 
clue. He said that Marshall, who" in his great work defined 
economics as how a man gets his income and how he 11888 it " 
(p. 84), characterised lithe distinction between II consumers' 
goods " and II producers' good.," (in this work distinguished 
as wealth for consumption and use and Capital, or as Wealth 
I and Wealth II) as II vague and perhaps of not much' 

ix 



WEALTH, VIRTUAL WEALTH AND DEBT 

practical use "-80 distinction without a. difference, in fact, 
just as J. Stuart Mill dealt with the same question (p. 70). 
Quite so, when we consider how an individual gets his inco1U6, 
but not when we consider how a. nation does. Once this 
fundamental poin~ is appreciated the turmoil of present-day 
political and social controversy about Capital appears almost 
devoid of meaning . 

.. WEALTH IN THE PIPES" 

Arising, however, from this difference of viewpoint, the 
orthodox economists seem to have committed a definite error 
of accounting which vitiates their whole effort to account for 
the monetary system, and why it is behaving 80 erratica.lly 
and spasmodically. When one passes from the conception of 
wealth as a " realised amount" to the more elegant ooncep
tion of it as a " periodical receipt" (p. 84) or flow-a.nd on the 
energy theory also one is, of course, rea.lly dealing with 
flows-we must not omit to account correctly for what may 
be termed the wealth in the pipes, meaning the total amount 
of partially produced wealth in existence corresponding with 
any given rate of delivery or revenue (" vohme of trade"). 
Thus the grea.t American oil industry' uses 100,000 miles of 
pipe-lines, which permanently hold three-quarters of an 
American billion (1,000 million} gallons of oil. The lJ'UISnlil1/ 
of three-quarters of a billion ga.llons of oil has to be put in, 
l>ut does not come out, though the oil does. We may say 
this quantity of oil is not burnable, though the oil is-that, 
though the oil is always passing through from production to 
combustion, three-quarters of a billion ga.llons are (18 good (18 

wa8ted 80 long as the suppl1/ is maintained. 
A certain rate of flow of wealth from production to con

sumption demands a certain quantity" in the pipes" in the 
semi-manufactured or partly grown condition, and if we are 
to increase the flow we must increase this lost quantity in 
proportion. Because the rate of pr(,duction, unlike that 
convenient fiction" the veloo~ty of circulation of money," 
about to be dealt with, depends on such things as seed-time 

• NiWre. April 19th. 11130, p. GS9. 
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and harvest and their industrial equivalents rather than on 
banken pretending to lend money. 
• If this 'quantity is not honestly accowlted for by someone 
abltaining from oonsumption to an equivalent extent, it 
accounts for itself dishonestly, by the something-for-nothing 
money trick, and lowen the value of every one's money by 
ohanging the value of each unit. Omission to do so renden 
it perfeotly idle to try to keep the index number constant. 
The sufficient proof in these days of disbelief in physical 
miracles is that tAere i8 nowhere else i' can come from.. 

The banker, as he has become, affects to treat the quan
tity of oonsumable wealth which is not consumable, and 
whioh is necessary to fill the pipes, as oonsumable wealth, 
just beoause it can be drained out to repay him, thus dis
locating the whole service. But that is not quite good 
enough. 

The point may appear a trivial one, but it is the key of 
the whole problem of how to keep the value of money 
oonstant, while increasing the rate of flow to the maximum 
extent possible to the state of civilisation. Its consideration 
in Cap. XI, prior to the fuller treatment of the real nature of 
Capital AooumUlation in Cap. XII, to which identioa.l 
oonsiderations as regards irrepayable abstinence apply. may 
oause the reader. if not put on his guard. unnecessary 
ditlioulty. 

MONETARY CIYILIS.4.TIONS 
Monetary oivilisatioJ¥l arose out of and displaced the 

earlier oommunisms because they a.llowed a greater degree 
of individual economio freedom to men. though not to women. 
Monetary civilisations are, at least as 80 far developed. 
essentia.lly male civilisations. They may fail or need revision 
on the latter count, but they only need to be practised to 
secure the former without reverting to communism. What 
we know has fa.llen, or is in danger of falling, with a reversion 
to the former type, shnply because modem money does not 
play the ga.me'. The essentisl rule is that whoever, in the 

, Th_ point. are excellently brough' out in • recen' book by D. W. 
KuweU. Tie PriflCipal Ca_ of U-JIIor-' (Williama aDd Norpt.e. 1932). 
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way of business, receives wealth for money-itself now 
intrinsically valueless-must give up the equivalent, and 
this is simply enough secured by his having in the preceding . 
transaction given up for the intrinsically worthlesa money 
the equivalent of wealth. But it is not and canno' be 
observed with credit-money, falsely so called, in the fint 
issue of new money, and as a direct result the whole soientifio 
civilisation has been brought about as near ruin &8 it is 
possible for it to go. 

It is only in regard to itsfir8t wue (and final destruction, 
if it is ever destroyed) that modem money is in the least 
difficult to see through. In the fir8t exchange of new money 
for wealth, the issuer, whoever he is, gets something for 
nothing, and (annot help getting 8l»nething lor nothing, unless 
the community has to go to all the wasted effort of incorporat
ing something valuable, such as gold, in the money token. 
With regard to bank-notes there may once have been some' 
plausibility· in the belief that it was the credit of the bank 
that caused them to circulate, but to-day one can hardly 
imagine a State 80 corrupt that its credit is not vastly 
superior to that of any corporation. But when it comes to 
the money created to lend and destroyed wh:n the money is 
repaid, the users of it neither know who created it nor how 
it was created.' It differs from all the rest only in the fir., 
transaction in which it exchanges for wealth, and the Zan 
in which it is decreated, and, indeed, what does .. all the 
rest" now amount to, 

KINGSHIP 
Modem money is a game with counters that cannot be 

started until each individual pays real wealth for the counters 
into a common pool, and there iB 110 common national 
authority in Ularge 0/ the pool. In the days of absolute 
rulers this indispensable functionary W&8 typified by the 
ruler's effigy on each token to indicate it was .. gennine ". 
Indeed, in times of ~ at lel'Bt, the main justification for 
the central authority W&8 just this necessity of protecting the 
nation's medium of exchange from those who would multiply 
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it by spurious imitatioll8 and to maintain faith between 
debtors and creditors by keeping the value of the money up 
to,the standard. In America they may still have no use for 
kings, but, equally with countries that have them, they are 
in just as dire need of somebody responsible to take charge 
of the pool. Much as some of the early English kings may 
have betrayed this trust, in Great Britain fora century Royalty 
has a uniform record of cOll8cientious devotion to the publio 
servioe, and the Royal Family works probably harder in the 
publio interest than most of the citizcll8. It would seem natura.l 
here to re-enforce the prerogative of the Crown over the issue of 
money, whioh the cheque system has rendered a dead-letter. 

A NATIONAL MINT 

Almost all the proposals that have been made in this field 
are for the extension of the practice of issuing and destroying 
money to munioipal banks, mutual aid societies and the like, 
or to nationalise the banks without in the least altering the 
existing fta.w in the money system, but rather exaggerating 
and multiplying it to an absurdity. The proposal in thia 
book is to re-~itablish the National Mint as having control 
over the issue or destruction of all money, i.e. legal tender, 
and, if neoessary, proceeding against all substitutes by 
specifically illegalising them. The rate of new issues would 
be oontrolled by a panel of statistioiall8, presided over by 
the Supreme Head of the Rca.1m, who would have statu(l 
similar to the judicature and functions analogous to the 
official testing ill8titutioll8 which standardise the national 
weights and measures. In Great Britain the average rate at 
whioh new money is issued (that is the excess of .. loans " 
over" repayments ") has been £1,000 an hour, every hour of 
the day and night, for the past 226 years. The present 
average rate is probably at least three times this. It would 
be the duty of the statistical authority to say at what rate 
the new issues should be made to preserve the index of prices 
unchanged. Nowadays, the t6n.dency would be uniformly in 
the one direction, the fa.1l of prices through produotion outrun
ning distribution. 
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The past issues in Great Britain are of the order of two 
thousand million pounds. It would require the wealth of 
two thousand millionaires to repay the citizens what tl}er 
have given up to the pool for money counters, which I termed 
first in this book the Virtual Wealth of the nation. But, 
alas! the" wealth" of the millionaires turns out on examina
tion to be virtual, if not Virtual, and to consist mostly of 
claims to wealth like those of the citizens themselves. What 
business any individuals or corporations have to assume 
entire responsibility for a nation's currency, or what they 
can do but harm, is difficult to imagine, least of a.ll in such 8. 

civilisation as ours has become. In fact, the historian will 
probably trace as one of the most important reasons for the 
stranglehold on industry, and the economic development of 
the nations which we are experiencing, the total inadequacy 
of any such individuals or banks, however .. wealthy" or 
trustworthy, to undertake liability for the national currency. 
It is like trying to finance a national central electricity scheme 
from a penny savings bank, and getting instead nothing 
better than we now have. 

f 

DEMOCRACY AND THE ISSUE OF MONEY 

Yet as President Wilson learned too late in 1916: .. A 
great industrial nation is controlled by its system of credit-
our system of credit is concentrated. The growth of the 
.nation and all our activities are in the hands of a Jew men . . . 
who can chiU and check and de8troy our economic Jrudom." 

If he had called a spade a spade, and instead of talking oft 
a .. system of credit" had revealed what the term conceals, 
and said the" creation and destruction of our money," even 
a bright child with no more than a school knowledge of 
history could have understood him. 

So ends Democracy in an absolute stranglehold by 8. few 
unknown men! At least we have a right to know who our 
rulers rea.lly are, even if it means the~' unearthing again ... 
much of their re-buried gold 118 will make them crowns. To 
seek them Ot~t is to find no one in the least resembling the 
Bort of person a great scientific empire or republic would have 
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voluntarily chosen to throttle them, but a number of petti
,fogging relics and penny bankers mopping and mowing 

abo",t gold I Away with them I Let the great nations get 
on with their job. 

THE LAWI 

But how' A revolution would not leave us any nearer 
to but much farther from our goal. It is now in the absolute 
power of the oitizens to put an end to these nefarious practices 
in the simplest and most unexpected way-namely, by 
invoking the law I It only remains for a suffioient number 
of substantial people to get together and refuse to pay their 
taxes on the ground that owing to the private issues of 
money on a colO88al scale, a large fraction of the whole tax 
is bogus, to make a clean sweep of all the webs woven to 
entangle humanity by the magioians who have discovered 
how to get something out of nothing and, moreover, to make 
it bear pereimial interest. The Law Officers of the Crown 
oannot proceed indefinitely against the wretched counter
feiter of a falSe note for high treason rather than for theft 
and wink at the'\lefmudation of the taxpayer by the same 
means to an annual extent of over a hundred million pounds. 
But Anglo-Saxon law being what it is, it is highly undesirable 
that any individual should attempt to do this, without at 
least very full and adequate financial backing, or a premature 
defeat might establish a precedent which would settle the 
legal aspect of the question to the end of time. 

HOW THII SYSTEM WOULD WORK 

Assuming the necessary first step safely accomplished
and it is, as with all monetary problems, the first step that 
counts-there would then be the interest of some thousands 

. of millions a year for the relief of taxation, plus the yearly 
inorement in the qu~tity of money, amounting now to 
many tens of millions a year, and the added advantage that 
the payment in perpetuity of the interest on these yearly 
inorements would also be avoided. 
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After the prolonged period of deflation we have been 
passing through, it would be natural to put these new iS8ue~ 
into the system at the consumer's side, so that the ,fil'st 
exchange-the only one that counts-takes out some of the 
gluts of wealth in the system, 

Like the passage of oxygen to the blood in the lungs, in 
which each cell gets its due share, the new money would thus 
confer new purchasing power on every individual member of 
the community in proportion to his holding in the pool, and 
no scheme could possibly be juster or more equitable than 
that. The very term used by orthodox exponents of monetary 
science-monetary policy-is sufficient to condemn them. 
For whoever would talk of a weights and meaauru policy, or 
think it fa.ir to say II that poor fellow is a deserving case, 
give him twenty ounces to his pound, and that rascal need 
only have twelve to make it square." 

Later on, if appetites outrun supply, and it became 
necessary to stimulate production, they would more natur
ally be put in at the producer's side, as, for example, by 
redeeming permanent national debt and so liberating new 
wealth for expenditure in new capital, production, not 
forgetting the .. wealth in the pipes" already considered. 
This also is as just as before, as the citizens are saved for ever 
after paying further interest on the debt destroyed. The 
nation is, in fact, II saving" to pay for the coat of new 
capital, a necessity which the application of individual 
economics to nations has formerly neither provided for nor 
even allowed (p. 254). 

CAPITAL REDEMPTION 

The first step taken, the second, the gradual redemption 
of the communal capital debt, explained in Cap. XIII, 
calls for no further comment, except to say that in my 
belief (having regard to the conservative estimate, relatively 
to the technocrats, which I take of tte possible rate of useful 
technological expansion), I. think these two steps would 
suffice for a long time to come. But it is perhaps well to state 
a little more fuUy the reasons for this. 
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The redemption scheme in effect makes all securities 
terminable after a definite term, and with the return of a 

'to~a! sum definitely greater than that invested according to 
the rate of tax, as can be worked out by anybody from the 
Tables given (p. 27'). Once one grasps clearly that capital 
is wealth a.1ready consumed and is, at best, only of limited 
life, there,al problem is to unburden from the shoulders of 
the nation the dead debt, not to discourage but rather to 
encourage the sinking of wealth in the production of &esh 
capital. True, if somebody likes to erect a rayon silk factory 
capable, aluiOl't without anyone working it (which seems an 
impouibflity even from the standpoint of the new economics), 
of supplying more artificial silk than the world wants, that 
is their affair. The index number standard, under which 
goods not wanted fall in value rdatit)uy to those that are 
wanted as now, is all that is needed to stop such folly. But 
if leisure is to be other than mere sloth and idleneu, in my 
opinion even the soientifio production system will have its 
work cut out to supply itl infinitely diverse requirements. 
Some of the technoorats' figurel seem germane. .. As our 
sooiety is consti~\lted in America, but 7 per oent. of the 
energy output is devoted to the direct provision of sustenanoe. 
Ninety-three peroent. is used to keep ouraocia1scheme going."1 

This, then, is the author'l scheme for the aalvation and 
regeneration, not to say rejuvenation, of the scientifio 
civilisation, and those who read the book ought not to find 
muoh difficulty in understanding its theoretical basis. Of 
course, it oan be decked out and embroidered to luit the fancy 
of any section of the publio Without in the least affecting, its 
potency, 10 long as the decorators and embroiderers under
stand that it has a basic prinoiple that it 'is not pouible to 
oompromise upon. That is the principle of money itself
that no' one shall receive it in the way of busin888 without 
giving up the equivaleDt of wealth for it. Let us give up 
our belief in conjUfing tricks, if pot at Christmas parties, at 

, Tie A.B.C. oJ Tdaocracr. FraDk Arbiiht. 11133. Kamiah BaailltoD. 
LoDdOll. 
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least in the world of business and economics, and the attempt 
there really to get something for nothing. Play the money 
game with an open pool and a responsible croupier, if qo~ 
a real king. ~ 

NATIONAL OLD·AGE LEGISLATION 

With tbe truer realisation of the precise nature of wealth 
and of capital accumulation whioh the energy theory of 
wealth gives,' their capacity for harm largely disappean. 
There arises the hope that it may even neutralise that 
"principle of death" which Trotter (p. 304) has recognised 
as hitherto inherent in the very nature of civilisation, here 
diagnosed as the conflict of inborn instincts of acquisition 
(rather for future security than for either miserly or ostenta
tious reasons) with the physical impossibility of accumulating 
wealth. 

It remains also to add little as to the international aspect 
beyond that already said. If each nation faoes and 801vea 
these problems internally, the 'international and external 
problem would disappear also. But the mere union of the 
autonomous States under the world rule of the banker oao 
at most stave it off for a moment and threttens an eclipse of 
economio freedom not in one State but in all. Aa before, 
neither the whole world nor even the whole universe ia 
capable of .. assuaging an infinite thint." The mathematical 
artifice which the Hindu mathematiciatul invented for the 
facilitation of reckoning (p. 69) has sent civiliaatioo off the 
rails just as the square root of that artifice is now sending 
physics and astronomy on the endless punuit of absurdity! 
We ma.y be thankful for the engineer that there, at least, we 
must still keep at leut one foot on the ground. But we must 
keep both feet there, if nations are to have an economy 
thlLt ens.bles them to grow to old age and yet live (p. 86). 

THE QUANTITY THEORY OF MONEY CONTRASTE]; 
WITH THE VIRTUAL WEILTH THEORY 

It is as invidious for ao author of one theory of money to 
criticise a riva.l theory destr'llctively as for one manufacturer 
to decry another's goods. It is psychologioally more subtle, 
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if lesl informative, to proclaim what one'l own will not do, 
,801 in the case of the celebrated soap that" won't wash 
clot~el." But the odium has to be faced for the sake of 
clearness. 

The Quantity Theory of Money· (p. 214) attempts to estab
lish a relation between the purchasing power of money, 
that is, the amount of goods the unit of money will buy, or 
itl reciprocal, price, that is the amount of money that has to' 
be paid for a unit quantity of goods, and three other magni
tudes-namely, the quantity of money in circulation, the 
velocity of circulation and the quantity of goods exchanged, 
or .. volume of trade." The relation il that pricel must vary 
proportionately with the quantity of money in circulation, 
.and with the' velocity of circulation, and inversely as the 
quanti tiel of goods exchanged. 

Actually in practice price meanS the index number of 
price-level (p. 20\}l). The quantity of money in circulation is 
a vague expression (see pp. 216-9), as the only definite 
quantity is that in existence, in the ,ownership ,of somebody, 
not, of course, reckoning quantities in joint ownership as 
more than one quantity (pp. 80 and 135). The velocity of 
circulation is vaguer (see pp. 131, 232) .. It is defined as the 
number of times" the quantity in circulation" is exchanged 
for goods in a year. But by multiplying the last two quan
tities together, the vagueneaaes neutralise and we get th!3 
quite definite quantity of goods exchanged for money in a 
year or the volume of trade. This and the price-index and 
the quantity of money in existence are definite, though the 
latter to-day could scarcely be said to be independently 
ascertainable. 

The so-ca.lled equation of exchange, .. The sum of the 
products of quantities of goods exchanged multiplied by 
their respective prices," equals .. total money changed for 
goods," or .. volume of trade" equals II product of quantity 
of money in circulation ~ultiplied by velocity of circulation" 

, FilM IrYiDl Theory, 1'_ hrclui'; P_ of JI-r (po 18) (Vvmjllaa 
aad 00 .. N .... York. 1822). 

• B.ef __ are .., thia book. 
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seems to be what the mathematician would call an identity 
like .. twice two" equals .. four," since the assumptions, 
made in considering how much of the money is in circulftion 
must of necessity affect in the inverse manner the velocity of 
circulation. So that only the first equation is real-that the 
sum of all the goods bought multiplied by their respective 
prices equals the total money changed for goods. 

If this is correct, it is not remarkable that statistical 
studies have confirmed the quantity theory to a very high 
degree of accuracy, as anything else would be an impossibility. 
True, if the quantity of money available to buy a certain 
quantity of goods is altered, price as the quotient of the 
money by the goods bought with it, must alter with the 
quantity of money. Though all the painful implications of 
this are not usually understood until after long and bitter 
experience, it is merely a definition of price as determined 
by index number. Since it is physically impossible to increase 
tlie quantity of goods in existence by increasing the quantity 
of money available to buy them, any increase in the goods 
available necessarily lagging behind by at least the minimum 
time to produce them, the above must be t;.ue on any theory 
of money. 

PRIOE 

Price is essentially a relation between two quantitiu, the 
one a quantity of money and the other a quantity of wealth. 
On my theory the dual relation which brings in the psycholog
ical as well as the physical factor is got by considering the .. 
price not only as how much money is required to buy goods, 
but also as how much goods the owners (for the moment) of 
the money are prepared to do without or give up solely of 
their own volition (without interest or other inducement 
except their own convenience and necessities). 

The quantity theory merely tries to get over the difficulty 
that every theory in this field encoUllters, of relating 80 total 
quantity of exis~ing moneJG with 80 riJU of distribution of 
wealth (volume of trade), much as in earlier attempts, I 
think, by taking into account the time required for the 
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money to ciroula.te. But the so-called " velocity of circula
tion," defined as the average number of times the money 
challges hands in a given period, is more of a will-of-the-wisp 
even'than the old time of circulation. 

VELOCITY 01' CIRCULATION 

A. developed in Cap. XI, from the standpoint of national 
eoonomios, the economio cycle proper boils down to two 
interlocked operations, payments by producers to their 
employees and themselves for producing new wealth, and' 
then the payment of the same money by the same people and 
other oonsuJ;Uers to get the wealth out of the production 
system, after it is made. All simple exchanges of finished 
property are only of individual importance. It really does 
not matter whether A or B, C, D . . . owns the racehorse, 
the estate, the factory, the stocks and shares, or what-not. 
The velocity of circulation of money can be enormously 
affected by people on a stook exchange rushing about buying 
and selling shares and buying them.. back again ad infinitum 
without any direct effect on the periods of seed·time and 
harvest and their ... industrial equivalents, or upon the rate 
at which new wealth can be made for distribution, which 
determines the fate -of nations. 

These spectacular and, nationally, profoundly regrettable 
speoulative activities merely effect the distribution of money 
and capital between individuals, not the new creation of 
wealth except on the rebound. How much of so-called trade 
and . commerce, especially in the foreign and international 
market, is in a similar category, having little to do with 
genuine production and distribution and arising out of mere 
ohange of speoula.tive owners, is a very important enquiry'. 
So many of the existing difficulties arise from the facilities 
which speculators and entrepreneur. now possess for getting 
money oreated for them and destroyed again when they have 
done with it, that it would be waste of time to take them into 
acoount in a system postulated.to be worked by genuine 

, Compare Tl. PrifICipal Call .. oJ UII.mployMertt. D. W. Uazwell (Williams 
anel Norgate. 1932). 
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permanent national money of constant value in goode, and 
in which every transaction in which it changed hands would 
connote a corresponding exchange of equivalent wealth.. ' 

This is indeed the key-note of the treatment of money in 
this work. The objective is to find the conditions under 
which a monetary system will distribute all there is to use 
and consume without boom or slump and at a constant 
debtor-creditor standard of money (p. 209). It is not to 
follow the vagaries of the present system which are of &8 

little scientific interest as the behaviour of an instrument in 
which some one was always tampering with the calibration 
to make it read either high or low. 

To finish at least with what it will not do, the Virtual 
Wealth Theory of Money makes no pretence, of itself, to 
establish a relation between the quantity of money and the 
" volume of trade." But by the aid of the further principle 
of conserva.tion (a veritable mariner's compass in dealing 
with realities)-indeed, by little else than the trite considera
tion that the mere existence of any quantity of wealth ia 
evidence that some one has produced it (and presumably 
been paid in consumable wealth for doing: so), and that no 
one as yet has consumed it-it is possible to lay down the 
conditions that must be observed if the revenue of wealth of a 
community is to be expanded by scientific advances witAotd 
change of the price-level. The virtual wealth looks after 
itself. The independently variable quantity of money has 
to be made to follow and keep in step with it, if the price
level is not to change. If the analysis here given, .. depending 
on inoontrovertible common sense," or what has here been 
termed "the wealth in the pipes," is correct, it requires 
nothing more than the powers the State now has of remitting 
or imposing taxation to issue and destroy money and 
therefore to keep the index number constant. If its private 
issue and destruction were prevented, the most important 
factor causing it to vary now would be eliminated and ita 
regulation would be a relatJvely easy task. I have yet to be 
convinced that this is not all that would be necessary for .. 
long time to come. 
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