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INDUSTRIAL CAPITALISM, 1770-1850

Bricain's victorics over Louis NIV in the period 1667-1715 and over
the French Revolutionary governments and Napolcon in 179:-1815 had
1113N)° C2USCS, such as its insular position, its ability to recain control of the
sca, its abilicy to presencitself to the world as the defender of the freedoms
and rights of small nacions and of diverse social and religious groups.
Amonrr these numerous causcs, there were a financial one and an eco-
nomic onc. Financially, Encgland had discovered the sccrec of credic.
Economically, England had embarked on the Industrial Revolution.

Credic had been known to the Iralians and Netherlanders long before it
beecame one of the instcrumencs of Enelish world supremacy. Nevertheless,
the founding of the Bank of England by William Paterson and his friends
in 1694 is onc of the great dates in world historv. For gcncracions men
had soughc to avoid the onc drawback of gold. its heaviness, by using
picces of paper fo represenc specific picces of gold. Todayv we call
such picces of paper gold certificates. Such a certificate entitles its hearer
to exchange ic for its picce of gold on demand, but in view of the con-
venience of paper, only a small fraction of certificate holders ever did
make such demands. e carly became clear that gold need be held on
hand only to che amount nceded o cover che fractian of certificaces
likely' to be presented for payment; accordingly, the rest of the gold
cauld be used for busincss purposes, or, what amounts to the same
thing. a valume of certificaces could be issued greater than the volume
of gold reserved for payment of demands against them. Such an excess
volume of paper claims against reserves we now call bank notes. -

In cffecr, chis creadon of paper claims greater than the reserves avail-
able means that bankers were creating monev out of nothing. The same
thing could be donc in another way, not by note-issuing banks but by
depasic banks. Deposit bankers discovered that orders and checks drawn
against deposits by depositors and given to third persons were often
not cashed by the latter bue were deposited to their own accounts. Thus
there were no actual movements of funds, and payments were made
simply by bookkecping transactions on the accounts. Accordingly, it was
necessary for the banker to keep on hand in accual money (gold, ccr-
tificates, and notes) no morc than the fraction of deposics likely to be
drawn upon and_cashed; the rest could be used for loans, and if these
loans were made by creadng a deposic for the borrower, who in wen
would draw checks upon it rather than withdraw it in moncy, such
“created deposits™ or loans could also be covered adequately by reaining
reserves to only a fraction of their value. Such created deposits also werce
3 crcation of moncy out of nothing, alchough bankers usually refused
ta_express their acuons, either note issuing or deposit lending, in thesc
terms. \\~’illi:xm Pacerson, however, on obauning che charter of the Bank
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"The purpose of thls booklet 13 to describe ths re

of "MO§"Y CRZATION" in a "fra"tional raserve" bzni?igigéitgzocess
Trom; "oann lorsw Nechanicsa®, 1082 edition, published by t&;
F2deral Reserve Bank of Ch‘cazo. It tells that ths current creatzag
~3nev”(°) represents only DEBT and HAS NO VALUE! This valueless
curroncT becomes an interest ts Eearing debt when it 1is:- BORQOV‘i olvd

ths Faderal Government from the Cantral Federal Reserve Bank and
other Cor:o*ate loans from Commsrsial Barks.(c.v.; the Patmén letter)
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of Enqhnd in 1694, to uscchcxnonC\shc had won in pnvamcnng said,
“The Bank hach bencfic of interest on all monevs which it creates out of
nothing.” This was rcpcntcd by Sir Edward Holden, founder of the
Nodhind Bank, on Dccember 18, 1907, and is, of course, generally ad-
micced today.
This orgnnlznmonnl scructure for creating means of payment out of
nothing, which we call credic, was not mvcntcd by England bur was
devcloped by her to become one of her chicf weapons in thc victory over
Napolcon in 1815. The emperor, as the lasc great mercandlist, could not
sce money in any bur concrete terms, and was convinced that his ef-
forts to fight wars on the basis of “sound money,” by avoiding the crea-
rion of credic, would uldmately win him a victory by .bankrupdng
EnOlmd He was wrong , alchough the lesson has had to be rcleamed by
modcm financicrs in chc owv cncxcch century. . . _
Britain's victory over Napolcon was also hclped by owo economic in-
novacions: the Agrculcural Revolugon, which was well established there ‘ ‘
in 17:0, and the Industrial Revolution, which was cqu:lly well established i
there by 1776, when Waer patenced his stecam engine. The Industrial
Revolucion, like the Credic Revoludon, has been much misunderstood,
both ac che time and since. This is unfortunace, as each of these has great
significance, both to advanced and to underdeveloped countries, in the
owenticth cencury. The Induserial Revolution was accomp:micd by a num-
! ber of incidencal features, such as growth of citics through the factory
svstem, the r:pxd groweh of an unskilled labor supplv (the prolutnn:c)
the reduccion of labor to the stacus of a commodicy in the comperitive
marker, .and the shifcine of ownership of tools and equipmienc from
laborers to a new social class of entreprencurs. None of these constituced
the cssential feature of industrialism, which was, in facr, the application
of nnnliving power to the pmducrivc process. This :ipplic:tinn sym-
bolized in the steam enyine and che water wheel, in che long run served
to reduce or climinate the relative significance of unskilled labor and the
usc of human or animal cacrgy in the productive process (automation)
and to disperse the productive process from citics, buc did so. throughout,
by incensifying the vieal feature of the system. the usc of encroy from
sources ocher than living bodies. ' .

[n chis continuing process, Britain’s carly :xchxcvcmcnt of industalism
gawe it such greac prnﬁts thae these. combined with the profits derived
caclier from comnmercial capitalism and the simulcancous profits derived
from chic uncarned rise in land valucs from new cicies and mines. made .
its carly industrial encerprises largely scif-financed or ac least locally
fininced. They were organized in proprictorships and partnerships. had
contace with local deposic banks for short-term currenc loans. buc had
litele to do with international bankers. investmenc banks, ceneral gov-
erninents. or corporative forms of business organizacion.

This carly stage of industdal capialism, w hich lasced in England from -
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As long as the "Paper Monev" represented specific pleces of Gold
or Silver, this gave a2 SECTRED VALUE to this pilece of paper and,
7ith the value of G014 & Silver fixad tv Law, 1t prsservas the
VALUZ 2f the 2RQOP WTV which was EXCEANGED -or this "PARPER", It r=
2 "FIXED VALUE". Witk our(?) Monstarr Svstem entirels based upon a
ECRROWED INTEZREST BEARING FORCED DEBT "PAPER" OF NO VALUE, I ask
this question; What 4o YOU receive whan wou "SELL" wour J"ALTH
7our GOODS & PROPIRTY, vwour LABOR, YQOUR TIME OF LITE, WEAT do vou
GET and EOW MUCE AR~ TQU ALLOWED TO Kz==P ZOR YOUR O Us=z

~ o




