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the some lend to which is applied abundance
of production, there are literelly millions
of unemployed who are existing on the
stinted charity of harassed and bungling gov-
ernmentss; who are 1living from day to day
in hope of a chance to earn an honest liv-
ing, and are being crushed with +the  shame
and strain of .it all. And what about the
millions who are screping along on a pitiance
barely earning enough to meet ‘the bills of
o comfortless existence? In short, how many
of +the entire population can afford such lux-
uries as proper medical and dental ocnre, or
a few holideys from home, or any of the
little +things which add so much to life? I
submit :that the fraction of our population
who c¢an afford such luxuries are singularly
blessed.

Everyone of us has {first hand knowledge,
if not actual experience, with poverty.

POVERTY AMID PLENTY

Arid +the above is a Dbrief synopsis of the
consumption situation. These two pictures, one
of abundant production, and the other of- a
struggle for the right +to consume cven ~enough
for a miserable existence; one of plenty,tad
the other of poverty, are to be found side by
side in the same 1little town.

‘hile plenty stands helplessly by, poverty st-
alks in her shadow, robbing our babies of health,
pinching our children in their play, ‘tempting our
youth with idleness and want, ‘into mischief, and
demoralizing all of us with her confusion. No one
attempts to deny the paradox. Its ignominy is 1ig-
nored. Its necessity is barely challenged.
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THE CAUSE

Why does such a condition exigt? The reason is
childishly simple. The masses of comion people
lack purchasing powers and they have no means of
getting it.The difficulty lies in the distribution
of goods and/or services. Since there is no prob-
lem in production, and no scarcity of people who
need production, +then distribution is the only
place left, and our problem lies therein. Let us
consider it for a moment.

THE CONNECTING LINK

Distribution is divided into two parts: the
mechanical side, such as our wholesale and retail
distributing agents, as well ag transport facil-
ities, and the financial side which distributes
purchasing power to society. The former is highly
efficient, but the latter, the financial systen,
is hopelessly and tragically ineffieient,

Our difficulty, as I said, is a matter of pur-
chesing power. There is'nt enough of it, especial-
ly in the hands of the common people. Although
purchasing power is relative +to something else,
without going too deeply into the matter we shall
define it as meaning exactly what it says: - -  the
power or ability to purchase production, A single
dollar has more purchasing power at one time +than
at another, but applying the term to the majority
of common people, we may say they have an insufw-
ficient amount of it,

PROSPERITY AND DEPRESSION

This is undeniable, lark you, T said the maj-
ority lack purchasing power, If all the wealthy
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people began to spend their accunulated credit, it
would help only temporarily.This happens during a
period of expansion. The result is that surplus
goods are used Up, production 1is stimulatec¢, labor
goes back to work, credit is released, and pur-
chasing power is increased, and circulates faster.
Then of course, prices rise and our period of ex~
pension and prosperity i1s now =2 period of dn-
flation, :
Graduslly, because of the inherent flaws of
the present financial system (among other qauses)
surplus goods again pile up. Production rust slow

down. iien arc thrown out of cmploymecnt, and pur-.

chasing power, already insufficiently available,
fo1ls still lower. Now the financier does his part.
He recolls tottering loans, and restricts credit.

Currcncy disappecars like magic. Production, in its
struggle to dispose of surpluscs, cuts priccs,
many concerns going bankrupt, still others madly
creating en artificial scarcity--to- force those
with moncy to spend it. (Governments mortgage the
generations of cternity to gubsidize this ouirag-
cous blunder.) And so, a period of deflation,which
we commonly call decpressiony has us in its grasp.

In this way we can scec how depressions follow
prosperity as incvitably as night follows day.
"The swing of the pendulum", opinecs 2 glibster,and
the world takes up the cry. We say thc sequcnce
is inevitable, but it is incvitable only under the
present financial system.

In regard to the present depression, one of
the reasons why it is so prolonged, is because the
necessary stimulating wave of expansion has been
delayed. Ve are so industrialized now, that there
was little hope of dimprovement from expansion
along ordinary lines. Business conditions are now
on the upgrade however, because of the expansion
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is now taking place in the field of armaments. The
same effect would have followed the same expendit-
ure 1in +the field of science, or home improvement
for example., - And with possibly more comfortable
results. '

In & consideration of purchasing power, we
must begin with the irrefutably simple fact that
the public who would use it for direct consumption
do not have it, In other words there is at “least
a maldistribution, if not a positive insufficiency
of purchasing power, Which it isy = need not be
settled here.

THREE REASONS FOR SCARCITY OF lIOKEY

‘The reasons for the dilemna are strangely in-
ter-related. First of 2ll, we must realize that the
unemployed have no access +to our central pool of
wealth which results from the co-operative efforts
of society., We are all trying to find a market for

our goods and seryices, Thoze of us who cannot
(the unemployables) are wholly depenuent upon
charity,

We have the unemployed. Few people attempt to
deny the fact that uneimployment .is a permanent
fixture. ( I have used the word in its present ac-
cepted sense., Unemployment need not be & curse.In
its proper sense unemployment will mean leisure to
spend in doing what we enjoy most. This is the
Social Credit conception, ) llan's ingenuity has
developed present day specialization of machines.
The machine has displaced hand labor. And rightly
80. But under the present systemy, no provision has
been made for the human element no longer necess-
ary. Social Credit makes this provision,

Another reason why large sections of the pub-
lic lack purchasing power is cdue to the fact +that
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do not release gsufficient

sur preodactive proce ]
k the total ~utput of production,

credit to buy bac
and at ‘the same time provide ircreasing sums *to e
collected in prices and withdrawvn from cirvaulation
as reserves for any purpose. Let us pubt 1% this
way: so long as one penny of costs is witidrawn
from circulation by anyone and for .any purpose,
then the amomnt which remains is insuffici:nt to
pay for the goods produced in the same cycle,

“Buty® one may say, “these profits or reserves
are not dormant. They are re-invested in produc-
tive enterprise." This may be true. Tut obvinusly
they are not used to purchase the goods of the sane
cycle of production from which they were withdrawn,
They are re-invested in relation to a later cycle
and for the purpose of exacting a still further
profit. And so we find that savings or profits hove
a tendency to become centralized.™lo him that hath
shall be given", expresses +this tendency very
nicely. e

Perhaps the greatest cause of the inefficiency
of the present financial system lies in the fact
that it is a debt creating system. A producer may
need ready credit +to enable him to produce new
wealth, so he asks the banker to advance him a
loan,This loan becomes a credit to the bank and at
the same time a debt to the producer.later,when the
producer has created his new wealth (goods)and has
repaid his loan, his debt is cancelled but the bank
has been enriched by his repayment,( principle and
interest. )

BOCK CREDIT FOR RE WEALTH

In short, the bank, at the present time, poss-
esses the power to monetize the value of sgecurity
offered by an individual or a nation, and to issue
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this amount of credit ~as a debt to the individual
or nztion to which it berongs. A little further
thought will lead 1o the conclusion that the banks
get real credit representing real wealth in return
for their book credit, This so called sound practe
ice gives the financier a tremendous grip on ‘the
purchasing power of a nation, and explains in part
the scarcity of effective demand. Agg of course,

interest, the bait and the spur, aggravates the.

entire situation.

A SULBARY OF THE FLAWS

To review the three major flaws in the pres-
ent financial systems :

(1) The mechine has displaced hand labor,throw-
ing millions out of employment, without making
provision for their living. These unemployables
oere dependent upon government relief which must be
borrowed at high interest.

(2) The business cycle does not distribute
encugh purchasing power so +that +the public may
consume the entire output of production aad at the
seme time allow credit to be withdrawn from e¢irc-
ulation as savings. (iark you, re-investment of
these profits for the purpose of .gaining further
profits through interest does not disallow  this
claim,

(3) The fact that fresh money or new eoredit
is controlled by the banks and issued largely as a

)

debt to the borrower is fundamentally lamentable.

THE REMEDY

So far, I have indulged in destructive ecritic-
ism usually considered an easy task, without any
constructive suggestion for a remedy. I now submit
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that the Social Credit System, founded by liajor
C. H. Douglas, is a certain remedy for all +thesc
flaws. In passing, may I repeat a statement I made
in a foruer article, - that regardless af any
possible criticism, Douglas will one day be cr-
edited with the discoWery of one of the greatest
truths of 2ll +times the Douglas System of Social
Credit.

In the present writing I am not attempting more
than a brief outline of Social Credit. I shall
merely say that the goal of the system is to ban-
ish poverty from the midst of plenty; its aim is
to provide every citizen, - man, woman, and child,
with sufficient purchasing power so that they may
at least enjoy the necessities of living. It is .
founded on the principles of Christianity, and its
realization will mean an ere of leisure, with sec-
urity, peace and plenty for humanity.

The means by which the Social Credit system
proposes to bring this about is by the monetizat-
ion of wealth of our society by +the state rather
than by our banking institutions, Nor will this
proposal ruin the latter., It will supplement rath-
er than destroy, those services rendered by themn.

oLt

This is the root of the matter.

THE BASIC PRINCIPLES OF SQCIAL CREDIT:
i

There are only two basic principles of Social
Credit: .
1. The creation and issuance of purchasing
power. The entire output of production may thus be
consuied, and at the same time, so thet savings
may be proceeded with. ;
2. The question of prices. TVhere distribution
of extra purchaesing power would be accomplished
prices might be stealthily raised, and the evils
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4 CHECK ON TRU% INFLATION

inflation evils are eliminated by price
<optrol. Price control also gives a solid found-
son to social dividends or credit issued to in-
ease the purchasing power.It is not price fixing.
$ plug a reasonable rate of margin or gross
profit must be allowed. Tn this way producers
and distributors are gueranteed against loss (if
ihey use reasonable business efficiency) and the
sonsumers are guaranteed against exploitation.

A noteworthy feature of the system lies in the
fact there is no upheaval necessary for its inst-
aliation. There is no compulsion, regimentation
ror loss, no confiscation nor repudiation to Social
Credit. It is a sound scientific remedy for the
above noted economic flaws and may be implemented
quietly, efficiently and speedily. Instead of sur-
plus goods piling wup for want of consumer credit
and restriction or destruction of goods, or a mad
scramble for foreign markets the only hope for im-
provement, Social Credit will result in a steadily
expanding home market, and will continue so until
the consumer demend is satisfied, or until the full
productive capacity of the unit is reached.

THE SOCIAL CREDIT REMEDY

The Socicl Credit System deals with each of the
above noted flaws as follows:

1. Citizens who have been displaced by  the
machine are given as their inherent right, suffic-
ient credit to enable them to buy the necessities
of feod,clothing,and shelter.There is a possibility
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that the system will do more as it develops.

2, By distributing credit and thus increasing
purchasing power, and at the same time controlling
prices, members of society are able to withdraw
reasonable amounts of the credi+ they earn, to
save for future expenditure, and there will still
be sufficient purchasing power available +o buy
back all the goods produced.

3. Social Credit is a credit system, The state
monetizes the value of new production and issues
this free new credit to consumers., It will of
course gravitate to those who earn it and may be
used at once (kept in circulation) or it may be
deposited in the State Credit House account for
future expenditure.

THE CYCLES

In connection with the three fundamental flaws
of the present financial system, and the remedy for
each as proposed by Social Credity may I suggest
that the two accompanying diagrams be studied care—
fully,

Both diegrams represent in the simplest form
how goods are produced, distributed, and paid forn
Figure 1 represents the cycle of business under the
present financial system, Fig. 2 represents the
business cycle under the Social Credit system.

~ In both cycles the ternm "production® includes
primary producers as well as processors and manu-
facturers of all kinds. From this stage, the goods
are distributed through the wholesale and the re~
tail agencies to consumers or purchasers. To com-
plete- the cycle, we trace the available pur-
chasing powver (ability to pay) from consumption
back to .production.

In dealing with Figure 1 showing the present
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financial system, the first flaw is so obvious as
to need no clarification. It is self evident that
0 receive an incoie, one must have some connect-
ion with production or distribution of goods.

In connection with the second fundamental flaw
under the present system, start with the dot in
the Financial Institution sketched at the <top of
the figure, and trace the arrows as follows:-

Production obtains an interest bearing loan of
$100. This is the monetization of his security
made by writing figures in a book. The producer
plans on creating goods to sell for $100 (princ-
iple, plus $6 interest plus $25 ) This is an ill-
ustrative figure which he believes lenecessary to
withdraw from the cycle for a reserve of some kind
a saving if you wish. This sum may be spent on ex-
pansion, a retirement fund, or some other future
expenditure. Vhatever this portion of the priceof
goods is reserved for, it is not spent at once.

e shall assume +that the $100 loan  becomes
available purchasing power at once through the
agency of wages, cost of materials, etc. This of
course goes to consumption. The consumer -spends
this sum on goods. He is in receipt of $100, he
spends it with the retailer and gets $100 worth of
goods.

Now the retailer has the hundred dollars but
he must withdraw a certain amount ( say $13 ) to
allow for future expansion, or retirement, or any
other future need. This leaves $87 +to pay the
wholeszler. And this is the value of goods as they
leave the wholesaler.

The wholesaler receives $87. His deduction for
reasons suggested above is $6.  There are now 81
to pay for goods produced and distributed on the
home market. ( Not that this was all the goods
that were necessary but-it was all the home market
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could pay for.)
So $81 goes to production. But to come out

comfortably Production must be in receipt of $131

(3100 ~ $6 = $25.) Now begins the frenzied scram-
ble to dispose of +the surplus goods (worth $50)
on the foreign markets. This may be destroyed,or
prices may be lowered until the producer is forced
into bankruptcy, or the surplus may he sto:.ed and
production restricted untll it is conzumed.

It is not my claim that the above presentation
is perfect. At times the cycle seems to be revers-
ed., The exportation of goods is shown from Prod-
uction only. The purchasing power emanating from
wholesale and retail agencies has bean ignored for
the & sake of clarity. But making due allowance

for these discrepancies,; the second flaw  remains

proven beyond a doubt.

In c¢onnection with +the third reason for the
inefficiency of the present financial systen, I
believe it is plain that the Financial Institution
monetizes the security of the borrowing producer.
Therefore it will be obvious that under these
circumstances the value of +the increase in the
real wealth of the country (which is new produc-~
tion) enters the circulating streant of purchasing
power as a debt, The producer then sells his new
wealth 1f he can, and repays his loan with currency
he received in payment. In this way the bank uses
the producers own credit to issue a loan (which is
now the producers debt) and when the gocds are sold
the paper credit is repaid with currency, ( or by
check ) which is the monetization of goods left
somewvhere in the hands of society.

THE ECONOi{ICS OF SCARCITY
This strange procedure explains in part why
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the lat ional Viealth of Canada  (not her natural
resources ) is in excess of $25,000,000,000 while
there is a trifle over $2,500,000,000 on  deposit
in Canada's banks.(ind this figure includes loans)
Stranger still perhaps, is the fact that in 1933
(the latest figures available) there was -roughly
$186,000,000 in specie, coin, and currency held
, by the government, chartered banks, and the gener-
al public. -

Referring again to Figure 1 the consumer is
not allowed to save anything in the cycle. This of
course is explained Dby the fact that producers
wholesalers, and retailers, are all consumers, and
the amounts withdrawn as savings, etc., are  the
savings or reserves of consumers.

In connection with the difficulties suggested
in securing foreign markets, +the reason lies in
the fact that every country is trying tc do the
same thing. The L $50 used in the cycle must be a
favorable balance of trade. An even exchange  or
barter of preducts would'nt help at all under the
present financial system.

THE PERFECT CYCLE

In dealing with the remedies as proposed by
Socicl Credit, let us exemine Figure 2, represent-
ing the perfect business cycle.

The remedy for the first flaw is self- explan-
atory. Done fide citizens receive the social div-
idends as their share in productive wealth ° of
their unit, whether they can find ciployiaent s
or _not,This much is their right.

In conncction - with the remedy for the second
major flaw as proposed by Social Credity start
with +the dot in the sketch of the State Credit
House at the top of the cycle. A free “production
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loan" may be issued to responsible producers. This
ig a credit entry in the account book of the State
and will cost nothing but clerical work and paper.

The free credit loan is assumed to becom= av-
ailable to consumption as costs of certain mat-
erials, wages, and commissions, just as it was
in Tigure 1.

Let us assume that production requires $25 as
the amount necessary for future expenditure. Thi
amount has a vital relation to the controlled
price. The goods produced must thus sell <to the
wholesaler distributor for $125 which is the total
of costs and savings or reserves.

The wholesaler needs to add $8 +to this price
so as to allov for expansion or future expenditure
of any kind, making the value of the goodsnow $133.

The retailer must pay $133 for the goods and,
he in turn, adds $17 to cover his future needs.
This brings the retail value of the goods to $150.

22}

THZ ESSENCE OF THE SYSTE:H

But the +total available purchasing power of
consumption, imaking necessary and reasonable allow-
ance for reserves, and ignoring +that wuich eman-
ates from the wholesaler and the retail agents as
before, is only $100. The $50 lag or difference is
made up by +the issuance of social credit to the
consumers, By virtue of the controlled price feat-
ure at every stage of the business cycle, $150 is
a reazsonable and true value of newly produced
goods, It forms therefore, the basis for the $50
which has been issued as new credit, This is what
is meant by egueting consumption with production.

It will be manifest that the amount of the
necessary social dividends is inflexibly the equal

of the tctal reserves deemed necessary by the
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various stages of the cycle.In this way it follows
that the amount of social credit to be issued will
- be a calculable percentage of the basic value of
production. And the amount issued to each citizen
will depend upon the value of productlon in equit-~
aole shares.

VHAT HAPPENS TO DIVIDEND CREDIT.

Dividend credit is not ordinarily recalled,

although this can-be easily accomplished by rais-
ing prices or by an income tax. The credit issued
as dividends is free and will be left in the hands
of those meibers of society who have earned it.
If they wish to spend it, +the credit enters the
stream of circulating credit until soileone Wwishes
‘to save it for fuLure use. Since it is based upon
“goods and backed by the productive capacity of the
unit, it will alvcys buy whatever is  possible for
the country %o produce or import. " This credit,
standing in the neames of citizens in. the State
Credit House, will not be a debt tr the state, but
will represent ‘the wealth of the country in a
sounder, more honest way than does the total depos=
its in the banking institutions at the present tinme.
ind so long as credit outstanding is no+t more than
national wealth, it will do 50,

ind that, la dles and genclemen, is the gistof
Social Credit,
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