CHAPTER XV
USURY AND THE GREAT BUBBLE

The Currency.

Money, in the form of minted coins or printed notes,
when handed by one person to another in trading, is a promise
to pay either directly or through intermediaries certain
labour products or services in exchange for other labour
products or services. The system of common money or
currency guaranteed by the community is comparable with
the endless belt or chain which is used over and over again
in the conveyance of energy or material from one machine
to another.

Cheques, handed by one person to another, record promises
to pay, and are in the nature of private money, the bank
only acting as a clearing or balancing house for transactions
as between individuals.

It is evident that while coins or tokens of metal are con-
venient betause of their hard-wearing properties and general
handiness in small transactions, all records of promises to
pay could otherwise be in writing or in printed notes. In
the case of printed notes in common circulation, they amount
in effect and in the sum total to a promise to pay on the
part of the whole community labour products or services
to itself.

In an ordered state of society the currency at any time
would naturally be “ backed” by the ecomomic rent of
land, but when the community do not possess their natural
revenue, they are at the mercy of those who profess to
govern them, and the common currency may be debased
by governmental forgery. In the reigns of Henry VIII and
Edward VI of England, this was done upon a large scale
and while much more injury has been attributed to the
forgery than can be justified, much real distress was occa-

sioned by it, due to loss of confidence and the necessity of
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having to revert to direct barter. This disability is magnified
many times in the case of international exchange.

In the absence of the natural * backing ”’ for the common
currency, endeavour is made to give confidence to traders
by arranging that the intrinsic value of the coin shall be
equal to its exchange value as a commodity ; hence the so-
called ““ gold standard,” in which the sovereign is equal to
a sovereign’s worth of gold. Notes printed by the Treasury
in circulation are then piously believed to be “ backed "
by an equivalent value of gold hidden away in the bank,
We are thus presented with the curious anomaly of labour
expended in digging gold from one hole in the earth, only
to tuck it away again in another hole to be a temptation to
imperial thieves.

Even were the exchange value of gold the best basis
for a currency unit, public Treasury notes in circulation need
not be ‘‘ backed '’ by an equivalent value of gold stored in
bank vaults. No such backing is required in modern times
for the private notes and bills in circulation, the flow of
which at any time is greater than the stream of public money.
In practice, one piece of gold is enough as a master measure
for the sovereign, the dollar or the mark, in the same way
that the yard or the metre is standardised.

Just as we possess units of length, weight and electricity
which remain constant, so if we are to avoid confusion in
commerce it is essential that we have a unit of currency
which cannot be tampered with in an arbitrary manner,
and so become a means of indirect taxation and a counter
for disastrous gambling. So long as the public acquiesce
in the immoral practice of Government forgery by which
Treasury notes are printed and issued as promises to pay
for services there is no intention to redeem in a regular
manner, then confusion and want of confidence will continue
in commercial dealings, whether the exchange takes place
within the State or with neighbours in other lands.

But gold itself as a commodity varies in value‘frqm day
to day. Think of the demoralisation in industry if, instead
of the measure of length remaining at all times constant,
it varied even a small percentage from time to time!

In the nature of things, the sum of the population divided
into the total economic rent of a country gives a quotient
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which represents a unit value in labour services that is more
constant than any currency unit based upon wheat, gold,
silver, or any other commodity. Within the ordered State
built upon economic justice the public servants of the
commonwealth would be authorised by the people. to pay
in Treasury notes (which would be in fractions and multiplies
of the unit defined above) for communal services up to an
amount equal to the economic rent for the whole land of
the country for the financial year.

These notes would be legal tender for the payment of
any amount, and form the basis of private promises to pay
by cheque. Debasement of the currency by inflation would
be avoided by keeping in circulation notes to a definite
quantity, as, for example, the value of one year’s rent-roll,
and this could be accomplished conveniently, in conjunction
with the banks, by the tender of Treasury notes by land-
holders in payment of rent to the community, the notes
returned being cancelled by the revenue department as
received, new notes being issued as payment for common
services to replace the old ones.

In all transactions between individuals the real security
is the promise to pay, and the promise is fulfilled as a prac-
tical manifestation of the natural Law of Equity, not because
certain pains and penalties have been invented by man in
a vain attempt to correct the obliquity caused by social
maladjustments.

Those who disregard their promise in defiance of the
Golden Rule suffer the consequences by loss of credit. No
penalty is more effective than that others should refuse to
co-operate with a defaulter in the exchange of their services
for his. Even in society, constituted as it is, it is rarely
that in business recourse is made to ‘““law,” or that satis-
faction is ever obtained by going to “law.”

International Trading.

In modern international commerce no money passes,
and accounts are balanced by means of Bills of Exchange.
As a simple example we may suppose Smith of England has
purchased £100 worth of goods from Morgan of America,
while at the same time Robinson of America has purchased
an equivalent value of goods from Jones of England, Itis
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clear that if, in settlement, Smith of England pays f100 to
Jones, and Robinson of America pays an equivalent amount
to his fellow-countryman Morgan in dollars, all accounts
have been squared.

Through the agency of the banks in the respective
countries the most complicated transactions are rendered
easy by means of bills of exchange, which are tendered like
ordinary money. International indebtedness being cancelled
by domestic indebtedness, goods pay for goods.

There is no essential difference between domestic and
international trading, which is carried on for the convenience,
gratification and profit of all taking part. All legitimate
exchange tends to the promotion of peaceable and friendly
relations, and international trading, far from harming
domestic industry, enlarges and enriches it,

The periods of harvests vary in each country, and exchange
of produce is neighbourly and advantageous. Each country
has natural advantages not enjoyed by another, which
enable the labourer living in the favoured country to produce
certain goods with less effort than in another country. In
some country an advance in applied science may have been
made in a certain direction, whilst a different kind of
advance in knowledge may have been made in another. In
exchange the two countries get the benefit of the combined
advantages.

Let us assume that for an effort represented by 50 some
commodity is produced in America which in England would
require an effort represented by 100, and that for some other
product made in England an effort represented by 50 is
required as compared with 100 in America. Then by ex-
changing advantageously, as they would naturally, each
country gains in the proportion of 150 to T00.

Many of the imports are intended to be used as tools
in the production of further wealth, and the advantages
of purchasing, say, a machine tool for a workshop of higher
efficiency from abroad as regards future rate of produf:tmn
tremendously outweighs any narrow consideration of its higher
first cost, or, on the other hand, the encouragement given to
some home machine-tool maker to produce an inferior article
when he should be impelled to improve his product.

Gold is an exchangeable commodity like other things,
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and it is fallacious to believe that it, or any other commodity,
has some virtue peculiar to itself which renders it more
desirable as a commodity than other commodities. If the
goods obtained in exchange for gold were not more highly
esteemed than the gold, they would not be purchased at
the price agreed.

The Advantages of the Rich Home Market,

It seems incredible, to those who mistake petrifaction
for evidence of progress, or who think of wealth in terms of
money instead of labour products and services, that the
accidental better distribution of purchasing power, when the
Corn Laws were rendered inoperative, should have such a
freeing effect upon industry generally. They cannot see
why the power of purchase concentrated in fewer hands
should not resolve into a similar effect in the long run.

This mental difficulty is due to it being forgotten how
vitally important to humanity is the way in which the
purchasing poweris expended. For example, it was estimated
that in 1835 and 1836 the difference between the natural
and the artificial or profiteering price of corn made a difference
to the labourer's family of about 4s. per week, and that, say,
four million families were thus afiected in the British Isles.

These small increments in the aggregate amounted to
about forty million pounds of more equitable wealth dis-
tributed per annum, and as the possessors purchased not
land nor Government bonds, nor did they speculate in
stocks and shares, but instead bought manufactured articles,
industrial life began to throb with activity because it was
freed temporarily.

The subsequent abolition of the Corn Laws gave a further
breathing period lasting for some years, and allowed Britain
as a manufacturing country to advance in front of other
countries. British manufacturers established themselves upon
an adventitious monopoly which exists no longer, and the curse
of wage slavery is being fulfilled for them as for the farmers.

It is now being lost sight of that a wide, rich home market
is more valuable than a scattered trade among barbarians
in images, beads, cheap cottons and bad rum, exchanged
for palm oil, gold dust and copra, desirable though the
latter may be. The external trading of a country is very
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important, but at all times it should be remembered that
it is a fraction of the internal trading.

So far as Great Britain is concerned, its vaunted external
trade has been done largely at the sacrifice of security in
the matter of food production.

The Evils of Wealth Concentration.

The action of land monopoly, in causing purchasing power
to be concentrated in few hands, has the effect of inducing
a traffic in that which is not property. There is the white-
slave traffic, and along with speculation in land there is
the progressive watering down of joint-stock companies.
There is also the collective slave market, in which is bought
and sold the capacity of the community to pay taxes or
tribute in the future, commonly known as the National Debt,

Industry, whose feet are shackled by land monopoly,
is expected at the same time to provide services and labour
products as rent and interest to landlords and bondlords.
So long as land monopoly remains, the labourer of hand and
brain has no hope of recovering his freedom by paying back
the principal of the debt. It is not intended by the landed
gentry and the so-called capitalists, who put interest before
principle, that he shall.

Just as so great a portion of human effort is unemployed
or wasted in immoral directions, so, owing to purchasing power
being concentrated in few hands, wealth put aside as capital
is not employed to the fullest advantage or it is wasted in
works of vanity.

The Inflation of Land Value.

1f property rights were justly recognised and the labourer
not stripped of the reward of his labour, then in self-interest
he would only create that which is good. The wealth put
aside as capital would consequently be directed to the further
production of Goods instead of Ills for Humanity.

But when so-called capitalists, profiting by wage slavery,
become possessed of great purchasing power, self-interest
for them is directed to the acquisition of greater power in the
struggle to escape the morass of poverty which surrounds, a.-nd
which steadily creeps in upon them. That is to say, self-in-
terest is directed to the welfare of Property before Humanity.
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The capitalists themselves cannot, in the satisfaction of
their legitimate desires, consume all the purchasing power
which the “ vested ignorance " of the masses enables them
to acquire. That is impossible, owing to the narrowing of
opportunities by ‘‘the landed interests,” which restricts
demand. There is therefore a surplus of capital which cannot
be employed in production, and it may be said to compete
for employment with that which is employed, whether it
be employed in good or ill directions.

The rent of land, which cannot be abolished, must either
be taken by the community to whom it belongs or it will
find its way into private hands. So long therefore as land
is held to be private property, there will always be great
competition for the acquisition of so permanent and certain
an “investment.” High prices are paid consequently by
capitalists not only for the intrinsic value of the rent, but
also for the expectation of future increase and the social
power landownership is supposed to confer.

That is why, in the speculative inflation of the cost of
land far beyond its economic level, the return upon money
so “invested " frequently does not exceed 2 per cent. It
is for this reason that wealthy capitalists, accustomed to
get a good return for their investments, administer a recently
purchased estate with far greater rigour than their more
aristocratic predecessor, who was deterred by personal con-
siderations from raising rents of tenants to the highest point
possible.

Investment and Speculation.

The capitalist who lends purchasing power to some
promoter of a new or extended enterprise is doing something
which is generally of real benefit to the community. The
investment may provide tools for the increase of wealth
and employment, It may provide the consumer with some
useful commodity and fill a long-felt need.

There is a great difference in utility between this action
and the action of the capitalist who becomes a landed pro-
prietor, or who assists a promoter to form a trust amalgama-
tion or otherwise attempts to make a * corner.” The latter
is calcnlated to decrease the production of wealth and lessen
employment ; and the effect of the trust in restricting output
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to raise prices is that the consumer is enslaved to the
monopoly by the private tax of the profiteer.

The success of any commercial undertaking, useful or
otherwise, may lead to excess and disaster in the competition
for shares on the stock exchanges by those who hold more
purchasing power than they can find useful employment for.
It is, however, in those undertakings which are of the nature
of monopolies, such as the circulatory systems enjoying
legislative protection, combinations of financial interests and
“ vertical ”* trusts, that the greatest gambling takes place.

The South Sea Company is an example of a trading
monopoly given certain governmental ** concessions,” which
illustrates, in its rise and fall, how the greedy capitalists
are plundered by operators with * inside knowledge.” When
the stock of the Company mounted from £roo to {2,000,
it was not that the actual value of the stock had become
twenty times what it was originally, but only that the
promoters, who had sold out at the higher figure, determined
to themselves labour products or services twenty times what
they subscribed.

The railway mania in 1844-5 outdid even the South
Sea Bubble in the mad scramble which took place for stock.
Scandals of all sorts surrounded the promotion of the railways
in Great Britain and elsewhere. Useful canals were pur-
chased by the companies and almost entirely put out of
commission to prevent their competing with the railways,
so that the fares and freights extorted from travellers and
traders would pay ‘‘ interest ”’ upon money expended in this
irregular fashion.

Extortionate sums were paid to landlords for land,
frequently swampy and derelict, and much railway stock,
for this reason among others, has never paid a dividend,
in spite of the monstrous charges made for the conveyance
of passengers and merchandise. The overcapitalised rail-
way companies have been notoriously unprogressive and
inefficient. Similarly, the telegraph, telephone, gas, water
and power supply companies have been waterlogged and
hampered by the improper use of capital in legal charges
and in purchasing way-leaves from landlords.

Yet it isin such diluted capital investments that gambling
counters are chosen frequently by idle purchasing power.
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Cunning ““bulls” and “ bears” with “ community of in-
terest,”” by means of judiciously spread rumours in the
newspapers and elsewhere, influence the ““ outside public,”
whose buying exalts prices of *“ securities *’ to dizzy heights,
or whose panic-stricken selling deflates them to the depths.
In the process the madding crowd of speculators are plundered
by the operators, because they usually buy towards the top
of the price and sell at the bottom.

It is told of Jay Gould that upon one occasion, being asked
for advice in investing some money by the pastor of a
fashionable New York church, he whispered a recommenda-~
tion of Pacific Mails, and at the same time offered to re-
imburse the reverend speculator if his purchases of this
favourite gambling counter should result in disappointment.
When the pastor came to Gould later, having suffered heavy
loss on the transaction, the financial expert handed over a
cheque to cover the loss. ‘‘ But how about my parish-
ioners ? ”’ bewailed the poor man. “ You placed no ban of
secrecy upon me, and their losses are enormons.” To this
Gould merely replied, ““ Yes; they were the people I was after.”

The Recurrent Financial Panics.

It would be wrong to conclude that the smaller rises
and falls in stock-exchange securities and the greater financial
panics which recur every few years were entirely or mainly
caused by the “ pools” of operators, These, like the blind
political operators forming a Government and supposed to
lead or drive the blind multitude, merely try to advantage
themselves, without any real intention to harm their fellows,
who act simply in conformity with a social maladjustment.

In the case of the smaller movements, an edifice of
fictitious value in some security is built up, similar to the
driven snow upon the mountain-side, and its resting-place
may or may not be indicated by the example of a “ com-
munity of interest.” It builds ever higher and higher, due to
speculative buying, and the accumulation may be started
down the slope of exchangeable values like an avalanche
by a slight disturbance of selling by the * pool,” which
becomes itself sometimes overwhelmed in the disaster
brought about by the gamble.

In the case of the larger movements, speculation going
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on concurrently in land, which is not wealth, but the source
of all wealth, there is caused restriction in the production of
real wealth due to narrowing of opportunities. The base
of industry, upon which speculation rests, is thus gradually
undermined, and becomes smaller and smaller in inverse
proportion to the growing superstructure of gambling.

Borrowing and counter-borrowing take place. “Qp-
tions "’ are purchased, loaned purchasing power is risked in
* margins,” and the unstable structure topples and at length
collapses, Banks close their doors, thousands are ruined in
bankruptcy, and the consequent dislocation of trading im-
poverishes others by unemployment over long spells.

Recurrent financial panics, which are caused by specula-
tion, especially in land, are very similar in miniature to the
collapses of civilisations which have taken place over longer
cyclical periods of the historical epoch.

The National Debt.

After the Restoration, Parliament having divested the
King of the power of raising taxes, the royal spendthrift
was forced to agree to very onerous terms for money lent
to him. It is written, * King Charles the Second being in
want of money, these goldsmith bankers took 10 per cent.
of him barefacedly and by private contracts. On many
bills, orders, tallies and debts of that king they got zo,
sometimes 30 per cent., to the great dishonour of the Govern-
ment.”” The King, receiving no support from Parliament,
was unable to repay. His repudiation ruined many people
who had lent their money through the goldsmiths, and the
bankrupt finally escaped the consequences of this and other
immoral actions by premature dissolution.

That which was deemed dishonourable in Charles came
to be regarded honourable in Parliamentary Government.
Subsequent rulers wisely conformed to the Constitution,
and while they continued to speak of “ my people, my army
and my navy,” took care not to speak of “ my debt.” The
advent of the new sham democracy, and the substitution
of the divine right of the State for the divine right of the
King, was signalised by a delicate compliment to the hollowed
majesty of the people, and the State debt was named the
*“ National Debt ™!
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The lesson of the South Sea Bubble drew the attention of
the governmental operators to the greater possibilities of
cheap purchasing power in the hands of those profiting
precariously in wage slavery, and the National Debt, secured
upon the tax-paying capacity of the nation, formed an appar-
ently safe depository for moneylending capitalists seeking
an alternative to the traffic in land.

Landlords for a time declaimed against the * new-fangled "'
finance, which competed with their monopoly, but even
they succumbed in time to the attractions of the ** blessed
Debt, which flourished exceedingly above the general misery
of the poor, who were taught in the schools that no country
could ever become great without its beneficent debt.

The captives of superstition, warring in the prison of land
monopoly, thus compelled themselves to forge the golden bonds
of usury, which grew stronger every succeeding generation.
Read the following recent (1919) official advertisement, put-
ting forward its advantages in the face of a falling revenue :

““ To buy the Funding Loan is to create an estate. The
Family or Trust or Business which puts £10,000 into this
security and holds it continuously until 1960 will by that
time have received no less than {20,000 in interest alone.
Even if the State then exercises its rights to redeem the loan
at the earliest possible date, viz. in 1960, a further sum of
£12,500 will have to be paid for every £10,000 originally
invested, making a total return of £32,500 for every £10,000
invested in Funding Loan now.”

Foreign Loans.

The indigenous debt did not absorb all the unemployed
purchasing power concentrated in the hands of the capital-
ists, and so, besides promoting loans to their own political
monopolies called Governments, the super-capitalists, like
the Barings and Rothschilds and J. P. Morgan, have also
negotiated loans to foreign Governments struggling to
establish power and might.

There is a great difference in utility between loans of
this nature and money invested as capital in providing
agricultural implements, seeds, and buildings for industrial
enterprise in a new country, which, employed by labourers
of head and hand, increases the wealth of nations,
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Foreign loans to Governments, to be expended in building
warships and other slanghtering devices for the purpose of
oppressing and taxing their nationals, discourage the pro-
duction of goods and cause the unemployment of labour
and capital.

Struggling egoisms, like South American Republics and
the Balkan States, are forced to agree to high rates of usury
because of uncertain revenue. A loan may be offered for
subscription to the European public at roo by the issuing
house of super-moneylenders, who only hand over 75 per
cent., the remaining 25 per cent. being devoted to expenses
and commission. After the negotiators and officials of the
debtor country have handled it, the purposes for which
the loan was originally subscribed probably do not get allo-
cated more than 50 per cent.

‘“ Interest ” may have been agreed at the rate of 6 per
cent., but by this means the tribute from the industry of
the impecunious State or municipality becomes in reality
12 per cent., plus the cost of collecting the plunder. After
a year or two the demands of the moneylenders may not
be met, or the nation in its economic prison may lapse into
anarchy, caused by the exaltation of prices rendered necessary
owing to heavy taxation.

Such failures have sometimes brought about inter-
vention by the armed forces of the moneylender countries
at the expense and to the danger of their citizens, most of
whom have no interest in such a sordid undertaking. It
was this consideration which was at the root of the disastrous
French and British intervention of 1918-19 in favour of
the infamous reactionaries of Russia, Koltchak and Denikin,
who were trying to set up another Tsarist absolutism.

The system of foreign loans is the more modern method
by which one State becomes tributary to another, and
“capitalist *” Governments, in the name of their peoples, have
acquired the * protectorate *’ habit, employing great robbers
of finance for their purposes. It has been suggested by
certain good-intentioned people that the League of Nations
should acquire power in this way and become an inter-
national moneylender. Such policies are well calculated to
create situations favourable to the perpetuation of warfare
between members of the League, just as civil strife is stimu-
lated by high taxation.
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War Economics.

That mere employment, arduous or otherwise, is not in
itself a blessing has been well exemplified by the Great War
of Europe, in which millions of people have been, for nearly
five years, busily killing each other without regard for sex
or age. Nevertheless, a lesson has been provided for those
with eyes to see and the use of their understanding.

The proved capacity of the belligerent populations to
produce an almost limitless amount of Ills, is evidence that
in different circumstances they might have been Goods to
an equal extent.

The determination of labour to the immediate establish-
ment and maintenance of huge armies and navies, supplied
with guns, projectiles, bombs, mines and poison gas for the
business of destroying humanity, could equally well have
been expended in the production of food, clothing, houses
and other necessities and luxuries for the preservation and
happiness of mankind.

Such a consideration made people wonder during the Great
War why poverty existed before, and why it should continue.

If, for example, it is possible for Great Britain to keep and
supply with munitions seven millions of war establishment,
while hundreds of thousands of the population were engaged
in “work of national importance,” and at the same time
also fed, clothed and more or less adequately sheltered,
there is no natural impediment to the provision of all the
necessities of peaceable life upon the most generous scale
when all, including the armies of ‘“no occupation,” are
engaged in wealth production—and this without struggle
and long hours of daily toil.

But is this possible, when a very small number are
superstitiously believed to.own the source of all wealth,
not only the surface, but also above the surface and down
to the centre of the earth, endowed with power, by reason
of this superstition, to allow the remainder to exist only
upon the profiteering terms of monopolists ?

The Cost of the War came out of Contemporaneous
Production.

The accumulated wealth of the country, which comprised

houses, railways, engines and ships, and so forth, in the






