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Abstract:

Citizenised central bankihgs the idea that monetary policy functions curyewarried out by the central bank will
become embedded in the behaviour of individuateits. At the same time, humanity’s historical red@on gold will
be superseded by such behaviour becoming infornyethé golden rule, namely, “over the economic cydhe
Government / Citizens will borrow only to investamot to fund current spending”.

Today in contrast, monetary policy is generallysidared to be the responsibility of government. Stage exercises its
influence primarily by setting policy objectivesrfa central bank (controlling authority). The baadpires to collect
appropriate and diverse information from the marigtile itself remaining above the ‘fray of selfekéing’® thereby it
aims to achieve an enlightened overview enablin itssue pronouncements on behalf of those itesspts. The
assumption is made that, by taking this task upselfj it can come to a sounder judgement than dvandividual
citizens, who act alone and with less perfect imi@tion. Thus its role as a benign authority, wheiiebverarches other
actors, is predicated on the central bank actingnasgent of the wider public interest. This idests on the image of a
central monetary authority striking one note ta sudiversity of needs, a central decision-makimgcfion that aims to
unify the separate actions of individual agentsdalg this conception is affected by the phenomefaiobal financial
markets that now overshadow the capacity of nattates to assert their sovereignty in finance.dasingly they must
listen only to what the market dictates. Thus, siea-making is made subject to an overriding irdeigreater than
simply the central bank acting for its citizens amglaced at a further remove from those on wibat®lf decisions are
taken. Arising through the course of the 20th centwhat does the appearance of this seeminglymighty
phenomenon, ‘financialism’, indicate? When cerieadks are effectively usurped in this way, the aggion is that
there is no higher authority than the wisdom of tharkets because, presumably, the market represeli¢stive
judgment over and against individual judgementia lof democratisation of economic decision makimyt is that so,
or would it be truer to say that the market dodsrepresent judgements, which imply an overviewhefwhole, but the
playing off of vying interests, which are inevitgigartial?

If it is a sense of the whole that matters, can woeenvisage a role for the individual wherebydnews beyond his
merely partial interest to think also of the whelmnomy as such? In the absence of gold, how rttighigolden rule’,
not now applied only by a chancellor of the exclexdaut by every economic citizen, achieve the glstd necessary to
maintain the economy in balance? Through informtiigy actions with a better understanding of thetia@iahip of

spending to investment, could not each individusgot monetary policy at the micro level, as it wese that our
combined actions summed to what is currently eéfédty the central bank on our behalf? This wowalve displacing

the 'might' of the market with the ‘light' of artlated money,in which through accounting the means of excharge
store of value functions of money are distinguisfredn one another, so that the citizens consciotmiether bring
about economic balance rather than, as now, ledkiado the vagaries of the market.

! The term is from Christopher Houghton Budd - uiseseminars.

2 From UK HM Treasury Website

% The image is from Capie, F., Goodhart, C. and 8dhm. (1994, p.91):
4 Gormez, Y., Houghton Budd, C., (2003: p. 18):
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1. Preamble
“Beyond gold, economic consciousness prevafled”

That the author of this paper is neither a practér working in the banking arena nor a profesdianademic observing
it, may lead the reader to question on what groundswritten and with what view in mind. The réesl quality of
debate that surrounds monetary science (and @gmbodied in the practice of central banking) ypppsses a degree of
familiarity with ideas and arrangements that mayeap to warn the lay observer off. The aim of #ssay is to consider
how, seen from the other side, a citizen mightespond in his deeds with a central banking poliesspective and to
check his understanding of what this signifies. ériel is here supposed in which citizens become @wnists and the
divide between theorists and practitioners is oweie, because practitioners are all those who aneoeaically active.
For such a world to come about, clarity of thinkimgist become apparent in shared images and a corlamguage
through which the intrinsic idea of central bankoan assume an everyday form. The language of atngwffers the
common ground which can support a diversity ofvdtgtiand reflect back to humanity its economic deatfhether such
a prospect is an impossible ideal or a matter®fatil to think it through, | leave to the reader.

That the approach is heterodox does not implyithaton collision course with current thinking convention, it does
not, for example, contest the view of Alan Greensfizapie 1994: p.241) that the Bank of Englandiess) an example
and inspiration to banks the world over, nor tifddloward Davies (2005) that the bank of the futwik ook rather like
the Bank of England today.

A heterodox approach here means adopting a perapdbhaat compliments other approaches, rather gemking to
undermine them — it does that by adopting its ownsjpective, a perspective not currently arisingaimnorthodox
academic context. A further heterodox element & iticlusion of references to Rudolf Steiner, besbwn as a
philosopher and educationalist. The relevance efihsights, particularly with regard to the need #&o scientific

understanding of money in an economy that is clasetiglobal, makes its own case for their inclustdere is also the
place to mention Christopher Houghton Budd of tlemt@ for Associative Economics, to whom frequeriénence is
made, and by whom many of the guiding thoughts iamaes are inspired. His doctoral thesis, AuditoGantral

Banking (2005b) and other works have afforded atiwed material from which frequent citation is nead

2. Introduction
2.1 Everyman’s Interest

The wealth of literature that the study of cenbahking has generated in the last 15 years is peréia indication that
the time has come for it to be recognised as dptiise in itself. The changes in central banks teelwes might allow
one to suggest that the concern of the centraldraaknore and more the common concern of humathityis reflected
both in their culture - towards collegiate decisimaking, accountability and transparency- and &irtloperational
activity - increasingly divesting themselves of ramre practices and employing a signaling methagiobhat places a
certain reliance on being hands-off. The implicat®that their task is to think and share thebutjhts, while corrective
action must come from others. From such a persmethis paper is written, that a concrete undeditanof the

essential activity of central banks must incredgiegter everyday experience.

2.2 Democratising Knowledge

In the 2f' century, it appears to be an anachronism for tbeetary world to be governed by benevolent experts,
however expertly they may do it, if it is the exjs¥ itself that need to be shared. The knowledgshat constitutes
good economic behaviour - the sense for which #wral bank aims to instil — can become common kedge. It is

not economically sufficient that society delegatesentral bankers the sole responsibility for ntanematters.

5 From ‘Rare Albion: A Monetary Allegory’ - Houghtddudd, (2005a: p119)
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How then is Everyman to live up to the challengeodentating himself in a world which both pradiiters and
academics have been wont to describe as esoteffiife We talk now is all of transparency, it is fohg since the
impression was conveyed that this realm was ong fml the initiated. Governor of the Federal ReserBen S.
Bernanke, refers to a time when: “Central bankeng Ibelieved that a certain "mystique" attachetthéir activities; that
making monetary policy was an arcane and esoterithat should be left solely to the initiates; ahat letting the
public into the discussion would only usurp therpgatives of insiders and degrade the effectiveagpslicy.” He then
goes on to contrast this tradition of secrecy whithrecent past:

...central banks around the world have become ndiigeaore open and transparent over the past fifteen
years or so. Policymaking committees have adopéews mechanisms to enhance their communication
with the public, including more informative policgnnouncements, post-meeting press conferences,
expanded testimony before the legislature, theaselef the minutes of policy meetings, and the leegu
publication of reports on monetary policy and thereomy.

Yet the case for how to understand the art andhseief central banking, for so it is known, is aotut-and-dried one.
Simply publishing minutes, while it may be a sighgveater openness, does not in itself further tstdading —
information and knowledge are not of the same order

2.3 The Problem of Money

Much will depend on what one thinks money is, aod lone describes it. Scientific study inevitablgasa shape around
unanswered questions which are fundamentally dfilagophical nature: economics eventually callstfa question of
money to be treated. Houghton Budd (1996: p.5)gddke question centre-stage in contemporary kistor

Written across the worried face of a modern huryaisitthe simple, stark question:- What is money?
Various schools of thought exist offering severmdimtions of money, and a variety of experimenasdn
been and continue to be made in the practical eptgart how in reality can money be more than one
thing?

Technical monetary science must be complimentedrbgrtistic appreciation of the part it plays inrtaun affairs, if a
living understanding rather than a dry knowledgéisesult. On the artistic side one can discomethe origin of the
word ‘money’ a warning note (Lat. moneta warning)ifdhe study of money will inevitably lead onédrcontroversies,
snares and inner challendes.

2.4 Working With Polarities

When asked how he would like to be rememberedatkeAmerican economist, John Kenneth Galbraithljed: “...for
seeing economic life as a bipolar phenomehdihe approach taken here is two-fold, the authatesws that a proper
understanding of money will involve actively seakia balance between contrasting polarities; heraning that a
purely technical monetary approach must, if itdse convincing, be embedded in the sociologicateed in terms of
which it is ultimately to be taken up. The divisidestinction between economics and other sociamsss is thereby
embraced. The phenomenon of polarities, such agligtiection between a technical and a sociologaggbroach, is
problematised by the naive consciousness when sed¢arms of divisive contradictions rather than l@raing
distinctions which only the researcher himself dgal the intellectual means to bridge. Economicshbdescribes
human activity and by virtue of its explanatory movprovokes it. Polarities belong to economic ljtest as different
perspectives occur between different actors withie.g. buyer and seller.

2.5 Metallism and Chartalism

One aim of this paper is to make such polaritigslieit and thus to emphasize the need to hold tdartze, which
requires an active will. Metallism and chartalfsoffer an example of a division which is treated Bsil and Nell's

® Thus in a Keat’s Fall of Hyperion: a fragment, et confronts the Goddess Moneta, but beforeahameet her face to face he is warned in chillergs
of what this will involve.

" Quoted in The Times, May“3006, Peter Klinger

8 The two primary schools of thought concerning nyotinat understand its nature in terms of covectanmodities of intrinsic value (metallism) and stal
claims issued as credits (chartalism).
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(2003), ‘The State, the Market and the Euro: Chiantaversus Metallism in the Theory of Money.” Bgritrast, Stephen
Zarlenga (2002: p.9) describes three conceptionth@forigin of money (where most authors recogrinly two):
“Three general types of origins have been put fodwa a sacred or religious origin, a social orestatigin, and a
commercial or trading origin. This last theory, rfapipreferred by economists, has received the mashgtion.”
Zarlenga’s description appears to raise categogigastions — he contrasts the social origin withdbmmercial origin.
This differs from Steiner's (1996: p.217) view thhe social and commercial idea of money are orktha same
(having arisen out of the fact that economicallyeapng society has been developing from commodised
agricultural to city-centred trading activity). Rat than make one or other an absolute startingt,p8teiner describes
how in agrarian economies commodity backed monisgsrbut with the development of mercantile ecdesrtradable
debts are monetised. He describes the error ofyzingl out polarities without then re-synthesizirttern in an
appreciation of real phenomena:

. it is our task to follow conditions with our tlimg. The three stages of economic development exis
today as a threefoldness in the economy, but $hisdden from us because we use one kind of mamey f
everything. Take the argument between nominalistsraetallists. The former believes money is only a
token, its value residing not in its substance inuthe figure imprinted on it. The metallists tattee
opposite view. People debate such concepts withonsidering that metallism expresses a reality in
respect of agriculture, and the functioning of theney in the economy, while nominalism correspdods
the reality of industrial and cultural life, econigally speaking. And between the two there is their
intermingling, of course. It simply does not doptefer simplistic explanations, when in realitelig such
a complicated affair!

The view of money put forward in this paper andctdbgd as articulated, is seen when what Steinscries as ‘their
intermingling’ is made separate and evident. Is tieispect a third kind of money is indicated, whgheither one nor
the other but becomes visible through the other, o accounting money made visible in bookkeepirtgs is an
articulated form of money, which has only recendiyerged through the appearance of a global ecormmdyis
therefore a new phenomenon, intellectually anchislly.

2.6 Methodological considerations

A further polarity also deserves a mention herenelg the so-called Methodenstrgithe debate over epistemology,
research methodology and the way in which economigiiry is framed or pursued. Is economics the wofk
philosophical logic, developed from first principleor does it consist in observing social lawswatifrom the empirical
study of statistical data? Here again, a dividooibe overcome, a divide that must of necessigeattie moment one
begins to think: for analytic thinking cuts the Wb two and thereby renders it comprehensible,tsk of synthetic
thinking is to put it back together in a way thaterds with reality. The Hegelian notion is thahsciousness and
development arises out of differerf@The divide itself will of necessity occur, how oaeercomes it will depend on
whether one locates oneself only on one or othae ef it. It may be that this is nothing other ththe distinction
between the Platonic and Aristotelian approachnimtedge. A version in modern economics might bemadive and
positive economics. The division of the sciencés those that are theoretical and those that aretipal (described by
Aristotle) is to be overcome by an economics witiek a foot on each side of that divide. The briggifipolarities is
an intrinsically human capacity. Steiner (1996 2) &escribes this aspect of economics as follows:

By ancient usage, as you are probably aware, thas are classified as theoretical and practithics,

for instance, is called a practical science, NatBcéence a theoretical one. Natural Science deditsthat
which is; Ethics with that which ought to be. Thisstinction has been made since ancient time: the
Sciences of that which is, the Sciences of thatkihould be. We mention this here only to helpngdef
the concept of Economic Science. For we may wéllasselves this question: Is Economics a sciefice o
what is, as Lujo Brentano, for instance, would 8898 is it a practical science — a science oftvaught

to be? That is the question. Now, if we wish tdvartat any knowledge in Economics it is undoubtedly

9 Specifically this refers to the controversy ovee tmethod and epistemological character of ecormaztried on in the late 1880s and early 1890sdwmstw
the supporters of the Austrian School of Economezs by Carl Menger, and the proponents of the if@e) Historical School, led by Gustav von Schmoller
1 This does not refer to dialectic materialism, whi a caricature of Hegel, nor with the dividetanle principle which authors such as Meyer (2005)
describe as “contorted reading of some basic itsighthe philosopher Hegel” practised as a sgtidbsophy by the Anglo-American world, evident fbdrt
the adversarial climate of Western culture andhndescription of the world in two camps (commurieapitalism, Islam/ The West etc)
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necessary to make observations. We have to malealtions, just as we must observe the readings of
the barometer and thermometer to ascertain the sfair and warmth. So far, Economics is a théoakt
science. But at this point, nothing has yet beamed®Ve only achieve something when we are really ab
to act under the influence of this theoretical khemge...\When it comes to action, we must start from
quite a different angle. Then only does it becomectical. We must answer, therefore: The science of
Economics is both theoretical and practical. Thiatpwill be how to bring the practical and the thettcal
together.

The Central Banking Function

Central banking is ordinarily thought of only inetftontext of its institutional practice, it is aeglihere that the
institution is itself a mere vehicle for the essanactivity which exists separately from the cahtsank, but for which
the central bank provides an institutional locusl @name. Intellectually one can differentiate temtral banking
function from the institution. The function is haraderstood in terms of providing a focus throudhcl the economy
can reach an awareness of itself, in its systemiara, through a closer appreciation of the refatibprice stability to
financial stability. The main theme of this papedirected towards the idea that by more fully etabng the intrinsic
central banking function, its inherent purposeei¢ealed and then enhanced by the activity of ciiagho take on the
monetary responsibility which formerly governmeffficialdom assumed alone. It is enhanced becauseatareness
grows that what previously central bankers did ehatf of the whole community, setting the stagediegrall economic
and financial health, its citizens begin themseteegndertake.

2.8

Auditorial Versus Marketised / Statist CentralBanking

Houghton Budd (1989) distinguishes between thénsitr economic function of a central bank and tinecfion that it
adopts when it becomes a thing of the state:

The phenomenon of central banking cannot be disishgd from the general development of a single
world-wide economy and the need for such an econtonmave focal points. But are central banks merely
focal points, concentrations in the world economyare they part of a centrist tendency, to be used
control the economy from the centre? There is femifhce. Something can be central in either a geo-
centric or a helio-centric way. The hub of a whealeo-centric in that it determines the worldsitentre

of. Certain camera shutter mechanisms are heliticen that tangents at the periphery determispace
within them through which the light passes. A geotdc phenomenon is one which is controlled at the
centre and in which the centre is a point of eraissiA helio-centric phenomenon is one in which the
centre is the focal point, to which all things leadt from which they do not emanate. It is vi@lask
whether the development of a world wide economysdal geo-centric or helio-centric institutiongtn
least within the world’s monetary systems. As onighinexpect, today’s central banks are for the rpast
geo-centric. They are not merely barometers oresgions of financial life, but are conceived aneduas
determinants of it. Things could hardly be otheeyigiven the huge involvement of the state in the
economy in recent decades. State-controlled cebftaks cannot but be geo-centric because they are
intended to create particular economic conditiorxd, merely to reflect those that obtain “naturallyfb
expect central banks to be helio-centric is to tjoeghe state’s role in the economy.

...there is a baby in the bathwater of modern cem@aking, namely that co-ordinating, focal points a
necessary and inevitable in the economy. To thesedsults of economic activity are brought ananfro
them insights can be expected. The bathwater iseh&al banks issuance of state directives, idstéa
freely offered insights, and their being sole issu# money ...

.... In this respect the BIS (Bank of Internation&tti®ments) is indicative of what can happen when
inherent economic laws call the tune rather tham dictates of governments. But the BIS offers an
example of something even more vital. It has nd peavers to determine events other than those of
professional and ‘purely’ functional banking (iesquirement for extremely high liquidity, for exal®p
and, most importantly, its research pronouncem#&titeat the BIS says is listened to and often refetoe
because its Annual Reports embody the considergériexce of practical life in the rarefied regiafs
global monetary administration. Significantly, thedings of BIS do not arise from any transientifcdl



doctrine, or bias (it includes Russia in its mershgy), but from laws belonging to economic life. By
very existence BIS comes close to asserting thettezyuers shall not usurp the proper functioninghef
economy.

While the landscape has substantially changed €i888, Goodhart (2004) provides an interestingeasid the ability
of central bankers to operate independently of $fiids of Finance, which lends weight to Houghtond@s
supposition that central banks are able to protereficent effects, without state direction (butarétheless within an
accountable context):

The period from 1974 until the end of the 1990s mitiee Basel Committee on Banking Supervision was a
private informal enclave of central bankers, esthblg soft law for the international financial
architecture, was constitutionally extraordinatypugh generally beneficent. It deserves a fullaitksd
historical treatment. Be that as it may, the separaf supervision from central banks, and theaged
involvement of Ministries of Finance, (togetherlwthe greater role of the IMF and World Bank irsthi
field), is now making the procedures for reformihg international financial architecture, both gliip

and in the European Union, more messy and compticdiiut somewhat more “democratic’, than perhaps
they used to be.

In Auditorial Central Banking (2005:29), Houghtondgl uses the term double-independence to descibe fully how
a central bank should conceive itself:

‘Auditorial central banking’ refers to a complexhge of issues, which as a whole do not lend therasel
to simplified definition. One such issue is the ogpt of ‘double independence’, referring to thech
independence from both government and financiatitit®ns if the central bank’s purposes and
operations are to have a public good quality inpkeg with the fact that money is a common concern.
Double independence can be traced at least asdaras Henry Thornton, probably earlier.

2.9 Communication

How is all this to be achieved? The title of thésay, ‘From Gold To Golden Rule’, suggests thatre/fpeeviously gold
provided a foundation for monetary affairs, a newrfdation must now be established, no longer ihyasipal substance
but in the inherent logic of a regulatory proce€tizenised Central Banking' implies that suchigity can be the task
of all citizens; it does not suggest some new sehenpolicy, but a direction in evolution which thethor attempts to
describe. Regulatory process does not here meapliemze with an external authority, as normallyiced, but the
inherent regulation that the human being can uallerto maintain a healthy mediation between pdlas. rhythm of
the heart can find its own intrinsic relationshigtween the breath and the pulse or it can be gimenfrom outside by a
pacemaker. The entrepreneur can be made to conipilyexternal criteria in how he accounts or he ozake his
closing entry in the light of what he observeshia toncrete circumstance of the profit and loss@atcon one side, and
the balance sheet on the otfrer.

While the seemingly abstruse nature monetary seiemay appear to provide too high a barrier forghgicipation of

the everyday person, it should be remembered that teday are matter-of-fact practices such asngrijwherein the
original learning development is largely forgottem@re once intellectual achievements at the fromtid knowledge,

won for humanity through generations of strugglechild that learns to write in a matter of yearsiene previously a
highly educated clerk took great pains, can lehrs $kill not thanks to his aptitude only but bytwe of the way in

which such conquests are incorporated into humakerop over generations of practice. The need feicci
communication is normally expressed in the contxigarnering political support and maintaining amderatic

mandate, as here by Blinder and Wyplosz (2004ecé#use) the virtues of central bank independenderce stability

may not be self-evident to the body politic, thatcal bank must constantly make the case thabiisjatters. It must
address the concerns of ordinary citizeffdri the author's view, there is another sense ifrckvthe communication is
needed, which is brought about by a fuller apptegiaof economic history and the role played ibytthe individual

who understands the essential nature of finanitéahty to be the outer manifestation of an inmmactice.

1 This idea of regulation through accounting is mexglicit in Desaules (2004).
2 Quoted from Guma 2005



3. Historical Perspective
3.1 The Individual in Society

This paper adopts a perspective describing humaretolutionary journey, made visible in its retatship to money.
To identify oneself on such a journey one must lémivard and back. The sociological approach thas warlier
identified as a necessary corollary of the tecHrooa is here meant. The trends of developmenéintral banking over
the past 15 years already alluded to here, anddnyrather authors, must be seen in the contexgoéater sociological
story, in which it is shown that central bankingys an ever evolving role. While there is no sgze to provide the
whole narrative, the essential nature of this gredevelopment is described as individuation, winerevery human
being comes to a clearer understanding of his iddal nature. Margaret Thatcher’'s famous dictunt ttkere is no
such thing as society only individudfsis an example of humanity at a point on this jeyrrwhere self-awareness
becomes stronger than inbred sense of communiig. prbcess is accompanied both by increased somiEciousness
and increased social alienation. Throughout histamgnanity experiences an ever closer relationshighé material
plane (as evidenced in technological developmentgt-in the 28 1 21 century the recognition of the existence of
weightless phenomena (for example, an interestaiaga inspiring work of art) has challenged hurhato go beyond
the doctrine that material causes are superverantnental or spiritual ones. Moreover, age-old intbns are
increasingly felt to be anachronistic and to warr@placement by the consciousness of responsidigiduals. Such
developments are mirrored with precision in humeasitelationship to money; so what at first appearbe merely a
technical question — let us call it the appropriatanagement of money - must be complemented byllar fu
understanding of its role in human developmenthlpatst and future. In this respect one can legigmaefer to the
science and art of central banking. The scepttieeiemblem of a now anachronistic hieratic autiiptite image of the
descent of the sceptre (from priest to king to lean citizen) captures the idea that what pre\owss done on behalf
of the common man he must now do himself; no lorgers any higher principle hold sway in the visifdem of an
active monarch. The realization that this constguan emancipation from an old situation and thatindividual can
now stand up and determine his course, must bendedawith the knowledge that one must learn hovddoso,
ignorance of this responsibility inevitably brindanger to oneself and to others.

3.2 Self-governance and Economic Initiative

The governance here meant is not leadership inetilen of parliamentary legal processes, but spiriself-governance
made evident in economic initiative: one needs &kenthis conscious such that it becomes consonigtninvthe global

economic process — which is to say that a healtdheient global economy is to arise from the coedexoluntary

initiatives of individuals (rather than through tlieection and policing of a centrist state) wheréie everyday notion
of behavioural freedom is counterbalanced with-del€ipline. The idea that money itself needs todiseiplined is

described by Steiner (1996; lecture 12)

...we ought not to let money merely flow into cirdida and give it freedom to do what it likes. Foe w
thereby do something very peculiar in the econdifdcIf we require animals for some kind of labptire
first thing we do is to tame them. Think how longiding-horse has to be tamed before it can be.used
Think what would happen if we did not tame our aalsn but used them wild, taking no pains to tame
them. But we let money circulate quite wildly irethconomic process.

This is the challenge, which, if left unmet willale humanity at sea between the Scylla and Charydfda volatile
market and an imperious state. The process ofeskifation in economic initiative has two aspedtstly that one is
responsible for one’s own economic activity (i.evexeign in it) and secondly that through accountime becomes
increasingly conscious in it. Of course the firktleese is not so far from the popular notion thé better to be self-
made, financially independent, economically activene’s own right - rather than an employee oeesgn who lives
only from his claims on the work of others. Whamigssing in the popular conception is the idea thatertise in the
form of financial consciousness is applied diretiyythe active person. Complete entrepreneuri@peddence means
that without the corrective of state authored ratioh (but within the context of the law) therenis higher level of

13| think we've been through a period where too yna@ople have been given to understand that if tizene a problem, it's the government's job to cope
with it. 'l have a problem, I'll get a grant.' 'Immeless, the government must house me.' Theasting their problem on society. And, you know réhis no
such thing as society. There are individual menwochen, and there are families. And no governmantdo anything except through people, and people
must look to themselves first" - Prime ministerriyaret Thatcher, talking to Women's Own magaziraoker 31 1987
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managerial guidance to make good the failing ofitidévidual. There is no divide here between the o thinks and
the one who does. Activity and consciousness tliemeoencapsulated in the responsible person inyathat dispenses
with the two-worlds culture described by Hayek (4937) when he says: “...those who have to apply @con theory

are laymen, not really trained as economists. [Bousts] can at most be called in as advisors whieactual decisions
must be left to the statesman and the general ubliThe notion that the individual actor can hiniseécome

conscious of the economic consequences of his daetlact in concert with his fellow entrepreneorbring a situation
into being that otherwise must be the task of tbeeghmental agent is, to say the least, not yeibéshed in

contemporary thought — indeed it challenges manhefstatist structures whose existence is buithemeed to make
good the blindness of the market.

3.3 The Origin of Financial Responsibility

Without such an idea of the human being evolvingatiee on new roles and new responsibility, oneefs with the
supposition that things are ever as they have begt such a stance is not true to history, fordbkneation has until
the recent past always been clearly prescribeddstwhose who are responsible in a certain reafirtteose on behalf
of whom they undertake such activity. Klockenbr{ii@85: p.4) states it thus: “There have always ibese charged
with responsibility for the proper and effectiveeusf money. In former times this was a functiorreifgious leaders;
today it is the province of bankers.” He goes oddsecribe in greater detail what this previoushanie

Naturally, as the ones responsible for administetire sacrifices, the priests could not go huntiegr
sheep or cultivate the land to the same extenteagdst of their people. Their task was to foster a
awareness of higher realities and to render thecesaible to the ordinary man. Thus arose the first
division of labour, and, with it, the first mutualgreement, the first “contract’in man’s social .life
Sacrificial animals — mostly cattle, but also pigeand sheep — would be brought to the priests.eSom
would be offered up to the spiritual world immedigitby means of sacrificial fire; the rest wouldtgahe
maintenance of the temple staff (to use modernesgions) consisting not only of priests but of aaty
employed within the often extensive precincts fengecration and study. Of the animals kept backalo
would be eaten — some were surplus to requirem@értiat were the priests to do with them? It is tigtou
this question that one is led to the fact that @loahd economic life in olden times was directed an
ordered from the temples ...The priests were tis finen who, through their wider horizon, couldveyr
tribes and establish links between them. Peopleedagether in vast numbers at the great festigaish

as the Olympic Games and the cultic festivals alplle Athens, Eleusis and elsewhere. These huge
religious festivals were focal points within a widetwork drawing people to one place and affording
opportunities to trade. This trade was regulatethbytemples, because within their precincts arreness

of the people’s various needs and how they coulthbewas developed. This more comprehensive and
higher consciousness cultivated in the templesugiddgave rise to the ordering of social life. Tinede
relationship that existed between men and godsnheearelationship between men and men.

Suffice it to say that the anachronistic survivisoach delineations into the present often takea grotesque character,
especially where it assumes a prescriptive forns foa example in the case of the caste system.frget historical
sociology it is clear that monetary responsibilitgs embedded in an institutional context of a hiemsature which is
more fully described by Laum (1924). This accoualtso for the proximity of treasuries to temples dhd early
development of literacy and financial record kegpimsuch contexts. The analogy of temple to cébaak is not inapt,
as Gardiner (2006) describes: “Fungible debts athants were used as money by everybody, inclugawvgrnments,
long before central banks were invented, but Babglo temples' debts (shubati) were a popular foirrmaney and it
would be legitimate to regard those temples asrakebtnks.” Wray (2000: p.9) also describes thiangztion and
makes explicit that at the heart of such proceduhesactivity of bookkeeping would be found:

Apparently temples and palaces acted as neutralesses, recorders, and enforcers of debts and
transactions between third parties. Indeed, iftsnosurmised that writing was invented in the teapo
keep accounting records of debts and credits,ilvegtion clay tablets held in the temples for safeging.

A later example of this phenomenon is describedZbylenga (2002: 152) in relation to the monetargadhg
mechanism of mediaeval fairs such as that at Chgnegparhich was connected with the Knights Templagaisation.
Houghton Budd, (2005a: p.66-7) in Rare Albion, hikgorical description of monetary affairs, presens with a
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character who finds himself facing the challengeaifrect discrimination before being entrusted wifte heightened
financial responsibility that the role of centralrtk governor implies.

Victor was well aware that on their long, long joey human beings had reached the moment where they
had to become co-responsible with the gods foritte conduct of the world. Until that moment, thiel
cover of money - between goods and creativity,cadfire and religious cult, wheat and gold - hadrbe
‘managed’ on behalf of the gods by priests, themgsj then bankers. Now this responsibility had been
vouchsafed to individual human beings.

34 The Birth of Economic Culture

The idea that only the governor of the central baakd feel responsible for monetary policy, finahsitability and
overall economic health is surely an anachroniset. tg the extent that one supposes blindness opatieof market
participants and corrective wisdom freely offerezhf the central bank, does such thinking not becentieenched?
Since approximately the T5century, the culture of humanity has been beconmogeasingly economic. This social
development is well documented in the work of Tayvaad Weber. In popular sentiment, economics istfebe the
ground on which human activity rests: the brashresgion ‘it's the economy stupid’ underlines theadhat this is
where the issues are. The guiding consciousneblsimén development is today seen as an economgcicoiSness,
linked to the West. Ernest Gellner' s (1992) ‘Plougword, and Book : The Structure of Human Histoscribes a
three stage evolution of human development. Ru8tdiner (1996b: p.11 /19) also describes humanokggcal
development as a threefold process, beginning tivighancient theocratic order based on agriculfigédom, followed
in the Greco-Roman era by the birth of the legditipal state, and from the 5century onwards seen in the emergence
of a global economy emancipating itself and becgnsieparate from the other two spheres.

... to these two streams that | have described, tbenees more and more from the beginning of the
fifteenth and sixteenth century onwards, but mdsarty in the 18 century, a third stream. The more
culture moves towards the West, the more obviothly third stream emerges. It is added to what was
originally theocratic, to what was adapted to laidagriculture; to this is added in the middleioeg the
juridical, which is adapted to trade craft and laboAnd in the West there is now added ever mok an
more what is later comprised under the term ingalstrith all the mechanisation that enters it.

The significance of what Rudolf Steiner is herecdiéing is not only sociological, but as hintedlegrand more fully
developed later, two significant facts stand outrfmnetary historians. The first is the idea tlteg hature of money
changes in each stage, according to whether orks lab local, commodity based agricultural-moneynational
(chartalist) debt-based trading-money, or a glafdlistrial bookkeeping-money - three spheres, iitlwthe older order
is still evident in the newer, that can now be maliginct. A second idea is indicated when he sajisthe
mechanisation that enters it'. Although one immtadyathinks of the physical industrial revolutidghe mechanization is
not essentially of a physical nature itself buainfideal on¥ - it is a mechanized apparatus of thought. Inthivel stage
that Steiner describes (elsewhere he refers tdite since the Napoleonic Wars) financial procedsegin to be
separated from concrete individual consciousnedseater the supra-individual realm of the abstfemh where they
work mechanistically back into economic life, iftlanmodified by new thinking.

4, Gold, Global Economy, Financial Markets

Within the context of this evolutionary processieth recent (i.e. 2Dcentury) developments stand out, namely: the
passing of gold as a monetary phenomenon, the ¢pinin being of a global economy, and the appea&raricthe
financial markets.

4.1 Gold

To describe the role of gold in trade, culture amahetary history would be a life’s work. With thadeof the gold
standard and the subsequent breakdown of the Bréttiods agreements, the historical evidence inekictitat gold has
been surpassed as a monetary base. The necesgiiingfbeyond gold is eloquently stated by Ste®ir@): “Gold, at
one time the means of effecting a balance betweeséparate national economic systems, losesilitg it an age of

4 The term virtual machine is, for example, usedbfjware programmers
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world economy. All attempts to elaborate ideas dase the old standards of valuation — which wereeoquite right

and proper — now become futile. Other methods bfaten are needed now.” Yet there are problemihim respect.

While the empirical ground has been covered, thiglkippears not to describe the new situation sefffily. How else is

one to explain the vast gold-reserves still keghim banking system? Gold provided humanity withanetary anchor;
physical, universal and intrinsically valuablecdiuld act as a medium of exchange, a store of \aidea unit of account
— no questions asked. As an image alone gold dffareinifying element. Without gold humanity musangcend

physicalism to see the relationships implied belliredmoney. There are those who cannot see anyinigusion in a

money which is not gold (or backed by a physicadd)o Others think that such a money must be theartg of the

state, while yet others see gold as the protediighe capitalist from the state.

A well known example of the latter phenomenon isbto found in Alan Greenspan’s article ‘Gold and riic
Freedom’ which appeared in Ayn Rand’'s book Capitali The Unknown Ideal. The opening paragraph re'dls:
almost hysterical antagonism toward the gold stahdaone issue which unites statists of all pes&res. They seem to
sense — perhaps more clearly and subtly than mangistent defenders of laissez-faire — that gold economic
freedom are inseparable, that the gold standaaah imstrument of laissez-faire and that each imspdied requires the
other.” Over 30 years later, speaking to the US gBess in 1999, he was still representing the role of gold in
superlative terms when he said: “Gold still représethe ultimate form of payment in the world. Frabney, in
extremis, is accepted by nobody. Gold is alwayejtedl.*° Before a question and answer session of the HBasking
Committee in 2005, he gave a interesting respamsedquestion from Congressman Ron Paul concerhimglémise of
paper money:

... you have to ask yourself: Why do we hold goldtAlme answer is essentially, implicitly, the onatth
you've raised -- namely that, over the generatiafien fiat monies arose and, indeed, created fhe df
problems -- which | think you correctly identify ef the 1970s, although the implication that it veasne
scheme or conspiracy gives it a much more consdimss than actually, as | recall, it was occurrilig
was more inadvertence that created the basic pnsbl8ut as I've testified here before to a similar
guestion, central bankers began to realize inatee1970s how deleterious a factor the inflatios.wend,
indeed, since the late '70s, central bankers giynbaeve behaved as though we were on the goldiatan
And, indeed, the extent of liquidity contractiorathihas occurred as a consequence of the varidesetif
efforts on the part of monetary authorities iseaclindication that we recognize that excessivatiome of
liquidity creates inflation which, in turn, undemeis economic growth. So that the question is: Would
there be any advantage, at this particular staggping back to the gold standard? And the ansser i
don't think so, because we're acting as though ere there.

Reading into Greenspan’s words ‘we are acting asgh we are there’ one can see the implication fheg from the
outer constraint that a gold standard imposes, aame achieve the same effect from an inner dis@placting as
though'. Interestingly, this in itself reinforceset view that the gold standard worked, not in tlay that David Hume
supposed (as a mechanical effect of specie flow) through the inflationary discipline it brought fmear on
governments! In the context of so-called global financial atebture, what appears to be missing is an agreemsetat
the nature of money, for which gold stood proxycbgating aroverarching context or monetary image. If one cduld
find what gold represented and convey it in terrha @ublicly evident monetary science then the gosuwould be
present for saying that humanity is beyond go#d,no longer standing on gold as physical groumdt(gs anchor) but
standing on what it represented, now supported fsbove by understanding (scientific money as skiglfp@nd free
from its physical nature. An inherent understandifighe nature of money takes humanity beyond gutlol economic
consciousness, made visible in accounting.

% n testimony to the US House Banking Committe€d919

16 Quoted by Gary North in Lewrockwell.com

¥ For a full discussion see Eichengreen and Flandt887 The Gold Standard in Theory and Historyudher observation worth mentioning is that thedgol
standard provided a means by which monetary poleyd be formulated somewhat independently of jgalittonsiderations — see Capie (1994: p.238) for a
description of the gold standard operating autozailyi and thereby allowing for a degree of cenak independence. An interesting (though perhaps n
dated) discussion of the polarity of wheat and geld be found in Houghton Budd (1996).

18 This term, introduced by Christopher Houghton Buzizmes from the building trade (the invisible mehy which a building is supposed to be suspended
when its actual means of support is unclear or riaice
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4.2 Global Economy

The question of humanity’s relationship to goldses in historical terms at the moment when thenphreenon of global
economy becomes evident. These two facts are wlrteglated. That the dynamic of one global econdeypf a
different nature to that of national economiesads yet seen as an agreed facmoreover to the extent that the central
bank is understood to be a political rather thae@momic thing, its policy will inevitably be comcted at the behest of
a political logic rather than an economic one Afacing the notion that we live in a world of mamgtional economies,
whereas since the beginning of thé'2@ntury at least, we have been faced by the emeegef one economy, global in
nature. Where previously national economies wowdbffered by other national economies in a coiregbrocess,
there is no external corrective in a single clogedbal economy. What was previously achieved bata of payments
must now be achieved in another fashion. The gl@ammnomy is closed and must therefore be guidedarby
understanding of its inherent dynamic (i.e. the nemoic process), made visible in accounting by meahs
differentiated concept of money. The distinct nataf global as opposed to national economic lifdeiscribed in 1922
by Steiner (1996: lecture 12)

You see, as things are today, the function of mdree/constantly had to be corrected. Take the fase,
example, of a national economy bordering on otlaional economies. By letting money function irsthi
wild unguided way, without bringing any intelligento the process, a national economy may edsitly f
itself in a disastrous position with regard to firece of some piece of goods, or something elstitha
required. So long as the national economy is onengnothers (and no repressive measures are adopted)
the people will simply import the article in questi Their imports will be increased. Things arestantly
being corrected in this way. For world-economy,tbe other hand, no such correction is possible. We
cannot import things from the Moon, If we could ionpfrom, or export to, the Moon and Venus and the
rest, world-economy would also be like a mere maticeconomy. This is precisely the great question:
What becomes of our science of national economyhat is, Political Economy — through the fact that
the world is now a single closed economic domain?

4.3 Financial Markets and Financialism

The situation in which humanity now finds itselgibg in one economy, is gradually being charted isociological
manner which recognises the new waters being etftéfithe implications for monetary policy in a globahehowever,
receive far less attention — the language generaltyains focused on national situations. In thdnreaf finance,
however, the phenomena themselves vitally provokevaareness of the distinct global nature of ecaadifie. The
process of financial liberalisation is extensivest out in Houghton Budd (2005: p.58-70). The ofegaprinciple of
today’s economic life is often referred to by tleem financialism, meaning that increasingly it iisahce that is the
motive for economic undertakings, rather than tleams of supporting them — a reversed situationiwimakes the day-
to-day running of business subject to an abstelédaected logic. The expansion of financial metk consequent on
the liberalisation and globalisation of finance haken place in a realm that is increasingly fréeamy restraint
(physical, geographical, regulatory, legal). Cdpgano longer required to be set in harness toanealues or even to
concrete business undertakings — unconstrainedttst for its own purposes. This is not meant asoeahstatement,
merely a phenomenological observation.

A further widely observed aspect of this phenomeisahat there is no one is at the controls inrfmal markets. While
some lament this state of affairs, there are othdrs champion it, believing, as they do, that nmaghshould stand
between the future and the market’s \ﬁiIPresumany that would also include central banksse role would then be
as mere agents of the market. This discussionkentap later in the context of Blinder's Quiet Rienmn. Central
banks seen as agents of the state, on the othdr Aenincreasingly unable to face markets d&Wthe level of their
reserves alone, as compared to speculative fundgides an indication that they have little weightthrow around?

Y in everyday language reference to the nationai@my is commonplace, even though in the 19th cgrihe name of the discipline was purposefully
changed (by Alfred Marshal in 1879) from politiemonomy to economics.

20 As books such as Naisbitt's Global Paradox anedfnan’s The World Is Flat: A Brief History of thev@nty-first Century bear witness.

2L Compare the analysis of Greider (1997) who consptire effect of the financial markets to a wreckiag with no one at the wheel, with Thomas
Friedman who thinks that we should quit whiningdagse “there is no one at the end of the phoneli{'@hining! Globalisation isn’'t a Choice.NYT,
September 1997)

22 Most famously what has become known as Black Weatyewhen George Soros and other speculators famed Nigel Lawson and the Bank of England.
% At time of writing an announcement of a planneti$Bedge-fund has just been made (The Times: JU2RO0S6).
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Such a situation appears to undermine the soveye@fnthe central banks, if fundamentally the tuhat they must
dance to is not of their own making. An interestongestion is then posed if one asks where the soofrenonetary
authority lies — with the state, the central bankhe financial market?

The life and work of John Maynard Keynes can beewstdod in the context of the questions of how reate a
transition from a world of national economies (nagitig their balances of payments through gold ahdrein capital is
constrained) to a global economy no longer opeagatin gold (wherein capital is not constrained). $#sv that a
transition was needed and his approach was bogfigatual (Tract on Monetary Reform, Treatise onnlgyg) and
institutional (The International Clearing Union & which the principle of joint responsibility forqeilibrium is
embodied (Harrod 1972: p.645)). Yet today this s more than a footnote in history - it is doubtfuhether an
institutional solution of the kind that Keynes esaged can be arrived at — the political will foisihot present, nor was
it in 1944 when Keynes'’s proposal was displacedhay of White's. The solution therefore must beaafinherently
economic nature rather than of a political nature.

5. Sovereignty, Authority and Independence

5.1 The meaning of words

Money, Inflation and the Constitutional Positiontbé Central Bank (Friedman, Goodhart, and Woo@022 provides
an interesting overview of how to understand thedeno context of the central bank. In it Wood (p.&pamines
Friedman’s 1968 discussion of independence:

There is, he suggested, a ‘trivial meaning’ of therd ‘independence’ — when, within an agency of
government, monetary policy is entrusted to sorparsge organisation which is subject to the heataf
agency. Friedman then goes on to suggest ‘a maie beeaning’, which is that the central bank shddd
‘an independent branch of government, co-ordinatie the legislative, executive and judicial brarghe

The non-trivial meaning of such words as independgmuthority and sovereignty merits further exatiom in a

specifically financial context. If for example onensiders the term monetary authority, its contextsually presumed
to be the state, or in a previous era a kinglyetigious institution. Following the line of arguntezarlier introduced and
envisaged as the principle of the descent of teptee (from priest-king to citizen), the speciderof monarchs and all
hieratic institutions is to some extent made araubktic by the individual who takes on the task thefore could only
be done by one who was so anointed. To issue m@eeyo be its author) would be an example of saickeed, whence
we have the notion of monetary authority.

Byzantium was heir to the Roman imperium, monetsywell as military. Zarlenga (2002: chapter 5 &)dfor
example, argues that the fall of Byzantium represéme passing of the Caesar's money system, wthiclugh the
authority of the Basileus ensured the repressiolicensing of other moneys. According to Del Mar HAarlenga) the
Merovingian Franks had received permission to moltl coinage using Byzantine markings. Over thet@és they
had removed the Byzantine features on the coin@pgarlemagne had continued this coinage .... Del Maclkided
from this that with The Lost Treaty of Seltz, Clemlagne recognised the religious supremacy of tleldBa. Such
sensitivity to hierarchichal authority does notviith the modern notion of human being acting asdvn authority —
indeed it is an exercise in consciousness to utaderiow men of the past thought, felt and acfetthid seems absurdly
anachronistic today, one would do well to rementhat the pound sterling carries an image of thear@non every
note and coin and that this currency (livres, sdésjiers) extends back through the Templars andléPhage to the
Roman system found in the code of Theodosius 418(B& Mar 1967: 116/7). Inevitably the modern cahtrank
finds itself implicated in such considerations, rewe apparently trivial matters such as the imaties are used on
currency. Behind the question of authority is a-faldl phenomenon. The example of a monarch’s aitthshows that
to be authoritative a monarch must first be corsthof his own authority, even though that will asfe nothing* The
true authority comes through the recogniton of tenarch by others, whether at the behest of aioelgor folk
tradition or on whatever other grourfds.

2 Unless this authority is to be forcefully imposmtothers as of course it traditionally has been.

% This is a truly economic concept (as will be dissed later in the context of accounting), in econdarms the value of what one does is given byisth
Although one can post one’s own prices (high or)lowone can force the sale - indeed the situatiovhich the sale is forced comes about only thioag
legal context (exclusive right to provide a senacexploit a resource), a matter in which theesistcomplicit.
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5.2 The Role of the State

The role of the state as monetary authority (&&ynes) is discussed by Wray (2000: p.6 / 9):

Keynes, following the Chartalists, reversed thiagel emphasized the role played by the state ih firs
establishing a money of account — or what Inghaf0@2 has called “value in the abstract”. Keynes
argued “Chartalism begins when the State desigriaéesbjective standard which shall correspondéo t
money-of-account” (Keynes 1930, p. 11) The “rigtt"designate the money of account “is claimed by al
modern states and has been so claimed for soméhousand years at least.” (Keynes 1930, p. 4) &Vhil
Keynes did not go so far as to claim that monegioated as a state-designated unit of accountjce d
emphasize that for “at least” the past four thodsgears, the state has claimed “the right to deterrand
declare what thing [money] corresponds to the nfumé of account], and to vary its declaration from
time to time”. (Ibid, p. 4)

While a state provides the normal context for motoelye issued (for implicitly citizens recognize #&uthority and right)
it cannot be unilaterally imposed independentlgudth recognition. The identification of chartaligith the state theory
of money would therefore be an error. There arerotlontexts in which such recognition may occurtvél monies

such as loyalty points and air miles, extensivedgalibed in Bernard Lietaer (2002), provide an gdanof how

recognition by users constitutes the ‘moneynesghoifiey. In such cases, the money is of coursedlieally backed by
the ability of the issuer to redeem the tokens wibds and services.

5.3 Currency areas

To disentangle the identification of money with #tate introduces the debate over currency ardeselcan range in
theory from one covering the whole world to as masyne can conceive being issued by individugleng end of the
spectrum a world monetary authority is already iespect® It is unlikely that such a phenomenon as a sigipéal
currency issued by a world central bank would odew politics-free context. The necessity to b@wé political mind
in order to introduce such a construct would thinte question the diversity that the manifold natof political states
implies. Kurke (1999, p.13) describes some of thekbround story through which the establishmerd ofirrency was
linked to internal and external civic sovereigritijor every Greelpolis that issued its own coin asserted its autonomy
and independence from every other Greek city, whilimage also functions as one institution amongyntarough
which the city constituted itself as the final mste against the claims of an internal elite.” Tusurred still during the
time before the emancipation of the economic sp{aascribed by Steiner), when political and ecomolifé was bound
together. When, in a global economy, money is cerdeas a political thing, then the absence ofrivBonal money is
supposed and problematised. The solution is théwduced in the form of an implicit one world stgt@ming
inevitably on the heals a single currency of atmali nature. But the problems, described here bgy2000), are first
and foremost conceptual ones, requiring concepinigbolitical solutions:

As Kurke argues, as coins are nothing more thaen®lof the city’s authority, they could have been
produced from any material. However, because tiséoarats measured a man’s worth by the quantity an
quality of the precious metal he had accumulatkd,pblis was required to mint high quality coins,
unvarying in fineness. The citizens of {@is by their association with high quality, uniform,icgand in

the texts the citizen's “mettle” was tested by thelity of the coin) gained equal status; by pringda
standard measure of value, coinage rendered lalbgparable and in this sense coinage was an egalitar
innovation. As Kurke argues, the “mystification” thie origins of money that ties it to markets (eatthan

to the polis or state) is ideological - as it remains today pusposeful rejection of the legitimacy of
democratic government. Hence, while Kurke modifiesome extent the argument above, she similarly
maintains that coinage was not a transactions+oastnizing invention but rather emerged from a
spatially and temporally specific contest betweerelite that wished to preserve the embedded lcieyar

of gift exchange and a democrgbais moving to assert its sovereignty. This, howevayés us with two
problems. Within a sovereign nation, ultimate dleguis accomplished using high powered money (HPM)
- the money issued by government and acceptedvearigment pay offices. This is necessary when one
economic unit has a net claim on another - aftaceling debits and credits, if there is still a akeim, the

% The single global currency envisaged by Mundel vihich The Single Global Currency Association nmpaigns.
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debtor delivers to the creditor some HPM. In theecaf international trade, however, there is ninaite
HPM because there is no international governmettdtands above all sovereign nations.

The other end of the spectrum points to the oppasitiation: that every individual human being doigsue currency
simply by signing and dating it, to the extent tliatis recognised (and individuals comport themsghin an
economically responsible manner) such a monetastesyis viable. Indeed if they act in a co-ordidateanner, one
could argue that no more than one money is présah with many different faces) — while this isepently no more
than a thought exercise, it serves to make cledrabnceptual problems can be addressed at a daatéyel, without
recourse to politics.

5.4 Individual, State, Economy — The Need for Cateygical Distinctions

How is one to identify appropriate relations betwé®e realm of self-directing human beings (theviigdial), the realm
of political community (the state) and the realmaihich humanity is united in one body (the econdMippropriate
means true to the realm —such categorical distinstare meaningful in the context of locating tpleese of activity of a
central bank.

The Individual — sovereignty in freedom
Being one’s own person, author of one’s own destihinking freely and being culturally unique aralimarks of the
individual.

The State — equality in democracy

The hallmark of the state is that it represent®@mrmunity of individuals who abide by a shared legygdtem (of an
egalitarian rather than stratified nature in thedera conception) — it is the apparatus of law graperly constitutes the
state, rather than tax raising powers. Nationakssignty is but a reflection of individual sovenaig The individual
becomes a legal person (citizen) through the state.

The Economy — recognition of demand in action

When trying to understand the working of the ecop@md seeing that it encompasses all humanitytetingtation is to
construct its reality out of (or impose on it) fidal relations because of the ease with which suofanner of thinking
(intellectual rather than practical) is adoptedwliuld be more appropriate to realize that mondgrefa medium
through which this realm becomes visible and tlsersal nature of money becomes evident in theitiayaccepted by
others. To the extent that monetary transactioasvailed or distorted (for example when they arewed by rights
relationships) this realm is opaque — the praatit@ccounting constitutes a technique through whigmanity can
awaken in this realm and thereby clarify it. Whilemand is ever differentiated - because as indalidwe have
differing needs and differing gifts to offer — bd@eping remains a common economic element. Théstbé&this paper
is that money is dynamic bookkeeping (after Ste#96) and central banks provide foci in which toadition of the
money can become apparent (whether too much castedit for example) and the corrective measuresbeamooted.
Accountability here is an appropriate word becaitisgesignates the need to give an account, or lierotvords, to
provide a narrative through which the numbers gaak and thereby allow all those who are econolyicaitive to

understand what they need to do to bring equilibrabout. The hallmark of economic activity is detéarecognition of
value by others - which is only brought into bethgough appropriate will and discernment of thasponsible.

According to how a central bank is conceived indbstext of these three realms the following apphea may result:
a) Market individualism

One feature of the culture associated with conteargoendorsement of market economics is the wayvliich
individualism is championed — this finds its mostulent expression in the USA. In terms of the @fpressed
distinction between the state and the market, thie $s associated with moral hazard in econonfécend therefore
central banks should get behind the market bedaisskeld to represent the aggregated free chatewividuals. The
market should drive events. In this image, the Fddeeserve would take on the colour of the viefvthose such as
Henry Kaufman, Lehman Brothers director, who wamreed as follows in the The Times May 19, 2006:

Derivative positions were concentrated in the hasfd®latively few financial institutions, who assad
that the state would bail them out if they got itrtmuble. “Deep down, the very large financial ingtons
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believe they are not going to be allowed to fail.No stranger to controversy, Dr Kaufman also took a
potshot at interest rate setters on both sideh®fAtlantic, suggesting that they did not take etou
account of markets and asset prices. “Monetarycpadi much more under the influence of academically
trained economists who are model-driven, not necigsnarket driven.”

b) Democratic Statism

Overcoming individualism with a democratically iimgul statist approach is a popular line of thouglssociated with
continental Europe. The European Central Bank (ER@B§g provides an example of how this might evoMe&hough
currently it is reckoned to be democratically diefit, one can hardly conceive it in any other ligtein as a child of the
European Union, which is of course a political podj Howarth and Loedel (2005: p.xiii-xiv) descrithe ECB with a
Hobbesian analysis which they appear to endorse:

In a world that is ‘nasty, brutish and short’ thener of the regime — the Leviathan — to presendeior
must be absolute. Without a common power over iddals to settle disputes, human beings become
hostile to one another largely because they comioetémited resources, because their mistrust o o
another forces them to try to protect themselvesldoyinating others, and because some people seek th
glory of appearing superior to others. Considetirgselfish passions of people, their fear of theiathan

is the only reliable way to keep peace among theitis.not too far a leap to take Hobbes’ undersitagd

of human nature, self-interest, and competition apply it to European monetary economics. ...we feel
that the ECB should be considered a major stelpeireinergence of some unique confederal entity...

C) Global Economic Thinking

In the view of this author, a proper understandihgentral banking would describe it as an inhdyesmtonomic activity
prone to be captured in a political context or reardontext. This should not be taken to mean thslhduld have no
interface with market or state — on the contranis tvould be of an explicit and robust nature. Gagrsthe role of the
Bank of England which, ‘from habit and usage of yngears’, is considered to be part of the constitutvithout

formally being so. That it is recognized by the kediris forthrightly described by Bagehot in Lomb&tleet: “Nothing

would persuade the English people to abolish thekBd England: and if some calamnity swept it awggnerations
must elapse before at all the same trust wouldldeed in any other equivalent. On the wisdom ofdhiectors of that
one joint stock company, it depends whether Engtdradl be solvent or insolvent.” Though Bagehotmlid endorse the
lender of last resort function of the Bank he thauig highly unlikely that it would change: “...youight as well, or
better, try to alter the English Monarchy and sitiltst a republic, as to alter the present congitubf the English
Money Market, founded on the Bank of England, amlgstitute for it a system in which each bank ska#p its own
reserve.” Recognition by the state seems also mdietin doubt as Goodhart describes (Friedman, :200202) in

imagining a public conversation between the chidorcand the governor: “... | rather doubt that it wid either be
intrinsically desirable, or sensible in its ownfdaterest, for a central bank to flout too far afat too long the
democratically expressed value judgements of pe@pid of their representatives in government, aboetbalance
between competing objectives.”

The role for a central bank envisaged here is oherein it is representative of economic life (whishthe global
concern of humanity) and in which the principle retognition by others is its signature. This castgawith the
signature of freedom of the individual (which ipresented in markets) and democratic equality ftiveciple of the
state). While the distinction between these redbnmade in order to underline the idea that a eefiank must be
conceived separately from the realm of free indigism and the democratic imperative, if it is éonain independent
and fit for its economic task, its conduct must destrate its ability to hold the balance and gattognition from each
realm.

6. The Central Banking Function
6.1 Social and Core Purposes
The natural evolution of central banking from bamkiper se is a well attested phenomenon descrigeGapie,

Goodhart and Schnadt (1994). The traditional rerhthe central banker and the changing role ofreg¢tianks within
the past 15 years is also well-documented. Fred&itishkin outlines seven criteria for a moderntcarbank, in his
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paper What Should Central Banks do? In the prooksss development the distinction was graduallyde that, in the
words of Hawtrey (2000: p.116): “A central bankai®ankers bank, it affords to the other banks efabmmunity, the
competitive banks, the same facilities they afftidir customers.” He thereby makes clear the diffee between
competitive behaviour and societal behaviour an#timgathe central bank the representative of theedafThe 1694
charter of the Bank of England professes the deafirdie Company ‘to promote Publick Good and Benefiour
People’. The Bank’s website (Jun® 2006) describes two core purpdSamdertaken by two deputy governors bearing
the same name:

Core Purpose 1 - Monetary Stability

Monetary stability means stable prices and confideim the currency. Stable prices are defined ley th
Government's inflation target, which the Bank seekmeet through the decisions on interest ratesnta
by the Monetary Policy Committee, explaining thatecisions transparently and implementing them
effectively in the money markets.

Core Purpose 2 - Financial Stability

Financial stability entails detecting and redudimgpats to the financial system as a whole. Suaath are
detected through the Bank’s surveillance and maikdlligence functions. They are reduced by
strengthening infrastructure, and by financial arder operations, at home and abroad, including, in
exceptional circumstances, by acting as the leofliast resort.

To which a third purpose is added: “In pursuit @ttb purposes the Bank is open in communicatinyigsvs and
analysis and works closely with others including THe view here presented is that the essence afethiteal banking
function is to be found in this third purpose, whitonsists of drawing out the significance of thieeo two. This was
described in the introduction as follows: “increagy divesting themselves of non-core practices amploying a
signalling methodology that places a certain relaon being hands-off. The implication is thatithask is to think and
share their thoughts, the responsive action mustectrom others.” This would place a special emghasi the
enlightening role of research and analysis, withvalith communication carries little weight.

6.2 The Window of Wise Governance

To arrive at an understanding of how the role ghownication can carry the weight previously takgrdivect action,

the image of a window provides interesting food thoought. Blinder (2004b) talks about a centralkogumoviding a

window into its thinking’. A window is an opening ian otherwise solid and opaque surface througlchwiight can

pass. It is defined by its frame and its transpagerlity. Significantly a window both lets light,iand allows one to
look out. From this we have the word outlook. Artleok is defined by nothing other than what ondoisking at,

whether physically visible or not, in this conteitie economy. The window itself is an instrument lfmking. This

image is made use of in Houghton Budd’'s (2005a776Mmonetary allegory, in which the experience feé hew

governor, in understanding how this monetary utéigtions, is described:

Whatsoever we observe through The Window of WisgeBmance we transpose into economic viability
through stable monetary conditions. We cause ngthiowever, but reflect back what the citizens as a
whole engender. Our task is to think good thougtitat is to say clear thoughts. On this depends the
rightness of our interpretations and thus our juelgts.

If this is what the governor of a bank is doingr+-nbrmal terms he causes nothing to happen — lyenaakes visible in

his thoughts what he sees. Of course, what onensagsiepend on how actively one looks. The imagth@Governor
of a central bank pulling levers to lift the scgnep and down is fast becoming anachronistic. Cduleally be the case
that one person (or group of people) determine ttiateconomy goes one way and not the other? Awé llready
suggested it must surely be more accurate to satythieir task is not to prescribe the interest tateto divine or

calculate it, and the rate they chose is only tireective act by which all those who do not or aarshare their point of
view must be steered. The sometimes discrete nafurentral bank communication is alluded to by Giuart in Capie
(1994: p.3): “Commercial banks voluntarily acceptied central banks leadership — even by such irdbmechanisms
as the governors eyebrows.” According to Geoffreydger a Former Manager in the Financial Serviziession of the

Barclays Group, the Central Bank can no longeiilfitff traditional role in relation to creditaryrgttures: “Creditary

27 http://www.bankofengland.co.uk/about/corepurpdadsik.htm
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structures are the key to human economic progresthby need supervising intelligently and scigcaify. The MPC
has not the means or knowledge to fulfil that rof@.

6.3 Price Stability and Financial stability

Increasingly price stability is taken to be comngwaund. Furthermore if bringing about price stapils an increasingly
hands-off process, showing society the economiecefif what it chooses to do, rather than telling/fiat it must do,
then this would indicate that price stability coudé achieved by the independent co-ordinated ewndeanf the
economically active parties. According to Howardviga (2005): “The happy truth is that monetary pplis not very
controversial — and is certainly not very politidhlese days.”

Likewise, financial stability might be understocsltae effect of a certain culture. In ‘Defining aachieving Financial
Stability’ Allen and Woof claim that the Bank of England’s use of the t@m994 was the first coinage of the phase,
yet it is now one which permeates the academicatiiee, and the publications of central banks adotimre world.
Individual banking supervision and overall systeriability are surely linked. Self-knowledge ingtiealm, among
those who are financially active, which includeswiedge of the situation of others (a systemic vigwother words)
will provider a surer guarantee of good infrastmuetthan all the external compliance one can iastigGoodhart (2004:
P.1) has searching questions pertaining to thisrgkarm of central banking:

But what exactly are the functional responsibiitief a central bank which is required to maintain
systemic financial stability without having supetly oversight of individual financial institutiohs
...Whereas it is clear that the FSA has sole respiitgifor supervising individual financial institions,
the division of responsibility for systemic finaatdevelopments is more nuanced.

He goes on to elaborate where he thinks the isateggsand elucidates the possibility that individsiength may be
compatible with systemic fragility (and presumabige versa):

Indeed there is currently no good way to define, certainly to give a quantitative measurement of,
financial stability. When Phil Davis, who has e$ilied a professional chat group of experts on this
subject on the internet, asked the group to ddfimencial stability, the most persuasive respongses:
that it was just the absence of financial instapili. So, | have become increasingly of the viewt thihat
needs to be done is to construct an underlying htbdecan act as an intellectual backstop to yiseesnic
Financial Stability function, analogously to theythat macro-forecasting models provide the intlel
backbone to the MPC'’s interest rate decision. Aomgjroblem in this respect is that almost all the
guantitative techniques for risk measurement tleatehbeen devised apply to the individual (banking)
institution, not to the banking system as a wholelt.is certainly likely that a financial (or bankjh
system with weak (strong) individual componentitngibns is likely to be systemically fragile (roft
Nevertheless it is simple to think of numerous é¢omals under which the inter-linkages are such that
systems containing individually fragile banks aevertheless systemically robust, and vice versa. Fo
example, at the end of the 1980s the Japanese bppkared individually strong and powerful, yetythe
were systemically fragile in the face of sharp apsee declines.

Clearly this encompasses issues of a differentrafleomplexity to the popular view that centrahkimg boils down to
the setting of interest ratd5The issues that Goodhart raises are linked tpthielem that he describes elsewhere in the
same paper as ‘dynamic instability induced by asakts’ (in turn precipitated by regulatory requieants). The same
theme occurs in his contribution to Money, Inflatiand the Constitutional Position of the CentrahiB#Friedman
2002: p.103) where he touches on the core isstidn¢hsees as ‘a trade-off between maintaining lgttahi asset prices,

in particular property prices, and hence also isteayic stability in the financial system on the dmend, and in
controlling retail price inflation or goods anddees inflation on the other.’

The achievement of systemic financial stabilitaismuch more complex issue than that of trying tabhi
inflation target. The measurement of financial Bitgbis conceptually much more difficult; there

2 From private correspondence

2 Quoted from Davies 2005

30 Even such a view is only a shorthand descripfionin determining what rate of interest is, invtew, appropriate a central bank is surely attémgpto
divine what the true rate is, the rate that, if onald see it, is implicitly given by the overaHhmviour (economic activity) of all participants.
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single obvious instrument to adjust, if unilateadjustment can be made expeditiously at all; anthén
case of financial stability one is concerned aletiteme, and hence improbable, events rather tatnat
tendencies. For all such reasons accountabilitgegixin a rather trivial ex post sense, is muchemor
difficult. I intend to write more about such issue®r the next few years. What | want to do nowisote
that commercial banks, and banking, are more ingépwaonnected with assets, and asset prices vifthn
the course of goods and services prices more wid=ank lending is primarily for asset purchases an
when it is collateralised, the collateral invohassets, not goods and services ... in this contextedtc
real estate, housing and property, has been andimemrmuch more important than either equities, or
foreign assets, in the nexus between banking aset @sices. If one worries about systemic stability
banking, one should worry most about property griegher than the FTSE or the Dow Jones indiceat Th
raises the question of whether there can be a-tHideetween maintaining stability in asset pricies,
particular property prices, and hence also in sy&tetability in the financial system on the onadhaand

in controlling retail price inflation or goods armsgrvices inflation on the other. Some of the pcatti
problems of trying to take account of asset praeswell illustrated by the contrasting trends ausing
and equity prices in the UK so far in 2002.

On the question of whether financial self-knowledgéhis realm would include the principle that goative economic
activity is more associated with goods and serthes the ability to live off the balance sheet,does not venture to
suggest, but mildly says: “More generally, howeteere is usually little conflict between the pglitceeds indicated by
asset prices, and for systemic stability, on the lbband, and the needs indicated by goods and serprices, and for
price stability, on the other®

The following passages (ibid) might allow one tg@gest that while monetary policy is the scientside of central
banking, in trying to comprehend financial stagiliand the level of asset prices) the artistic eletrmust come to
expression — if for no other reason than that ithis reciprocal realm, as Goodhart’s law (thatriirial indicators lose
their regularity when they are taken as measunegljés:

The point of this counter-factual is to contend tha main problem in trying to take asset prices i
account in setting monetary policy is not so mushprinciple of whether it is desirable to do sat, b
rather the difficulty of assessing the extent of aarrent disequilibrium and of forecasting theufet path
of such prices over the policy horizon ... While llgelieve that monetary variables often containwsef
information, rather an unfashionable position nosyedn Anglo- Saxon central banks, the ongoing
structural shifts in banking, which are also afégcby regulatory changes, sometimes make it extyeme
difficult to decipher the message in the monetatadSo where does that leave me on the broadiguest
of whether it is right to take asset price develepts, and the associated effect on financial styhihto
account in trying to set monetary policy? My ows\agr to this is that it is correct to do so in pijute,
but that the practical problems of forecastingdherent disequilibrium and future time path of agseces
are so severe that one is talking at most aboutisfpanonetary policy decisions on this account; |

| guess, is what tends to happen already, thougibaty more often in response to asset price declin
than to increases, for rather obvious reagbns.

6.4 Embedded Monetary Policy and Financial Self-Knaledge

So in respect of both of the Bank of England’s quugposes one can discern the possibility thaiflitgradually lessen
its own activity as societal awareness changesnaakes up to what really lies behind such functidfa. example, in
any community in which economic actors borrow agmtl, the overall interest rate will be the proporéite mean of the
many different rates of interest, which they thelwes can decide, on a case by case basis, accaalimglividual
circumstance. Clearly different economic activitiaerit different rates of interest - the impositioha universal one
must therefore be uneconomic. Embedded monetaigypalould be a way of describing such an outconfeera
Houghton Budd (2005b): “The fact that e-money readser more visible the bookkeeping nature of madaerucial
if, as the auditorial central banking concept eagés, monetary policy is to become embedded inathiens of
countless individuals, rather than operating, aditionally, via the agency of the central banktieTinflation of asset

%L Ibid
32 |bid
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values would similarly be seen for what it is ahd tise of the balance sheet to throw ones weighhdrrather than to
support economic activity would be recognised agithe origin of systemic instability.

The third activity described by the Bank of Englarthains — communication. The bank provides thalforus of a
financial community. This would accord with the fpie@ of a central bank not as a centrist deterntiohreconomic
conditions but as a focal point through which tleenmunity can bring them into consciousness. Théclog this

approach is not born of an economic libertarianibot, the need to perceive rather than falsely pegene what the
reality is. Houghton Budd (1989: p.6/7) descriligs idea in the following way:

Money — however it is conceived — is representatifehe real economy. Remove or wreck the real
economy, and there is no money. Whereas moneystsaated out of the economy, one cannot abstract th
economy out of money. For this reason money andsuance of credit can be done in such a wayitthat
describes what is, but it cannot prescribe whalt lvél The idea that it can is fallacious, notwidmsting

the fact the entirety of modern economics seenielieve in it! If one could prescribe economic egdoy

the creation of credit and emission of money, tiveoeld be nothing more natural than the establistime
of centralised agencies whose task was to do kst But if this were the case then the economyldvou
give rise to them of its own accord. The fact thath agencies exist, but perforce of the stateimnd
disregard of economic realities, shows their agbitess, as well as the abstract nature of thetheshind
them. It is natural, too, that the state shoulck smmntrol of the sole emitters of money because itha
natural to centrist, political thinking... Centristeias are supposedly simple — that is their lureit-the
problems generated by life ‘disobeying’ them agda and of greater complexity than those belonging
so called ‘complicated’ economics would be. At teasmplex economics has the advantage that it
contains and relies on inherent resolutions otdmplexity, whereas simplistic economics is doorteed
encirclement by intractable complications. To malemse of economic life and of central banking in
particular one needs to retrace one’s steps, spdak, to key points of change. One such pointthas
idea of sole emitters of money. At the moment wihevould have been better to articulate the emissib
money, it became centralised instead. This doesnnay sense mean that central banks would na hav
been or are not today necessary — but it would kayeghasised their monetary and researching fursstion
as opposed to their controlling and indoctrinatngs.

6.5 Financial Architecture as Financial Process

What kind of image can one make of a central bartke light of the above. The traditional idea dfaak as a modern
day temple, places an emphasis on its physicaitacthre. The idea of financial architecture ishagrs flawed to the
extent that it provokes a static image of what é/aamic proces¥ If a bank were made of glass and showed the real
time bookkeeping of all the businesses for whichias the communal focus (for example, by lighting tbumbers up in
the panels of glass) that might indicate how foan pepresent function in a more modern way thamkhof masonry
designed to keep gold safe.

7. Balance — The Golden Rule

A fundamental overarching image for economic lgeconveyed by the idea of balance. Equilibrium ficaurse a
disputed notion in formal economics, but in evegygrmrlance we welcome a balanced approach, boolst bau
balanced and the middle ground held between oppqgsites. After Aristotle, who can with some justifiion be called
the father of economics, virtue is to be foundha mean, which must always be struck anew. To bal@&an activity,
requiring knowledge, discernment and will.

7.1 The Golden Mean
Balance is represented in the idea of symmetrypgtmn and the golden mean. Luca Pacioli, thet fimrson to

describe double-entry bookkeeping, also wrote abmugolden mean. Double-entry bookkeeping itselin activity in
which balance is ever to be found through the egodlopposing entries that must be made followireryetransaction.

3% perhaps the image from Goethe’s fairy tale is serimteresting one — in which the temple risesromfbeneath the ground into the light of day



21

The gold standard was a means of ensuring the dmlafntrade, and in Keynes’ proposed Internati@iabring Union,
the idea of balance was made central, by allowiagations within a band of fluctuation, but sanoii@ excessive
deviations above or below the limits. Such a schemoaild have required the conscious determinationthef
participating players to adopt a co-operative wadtt to stay in balance themselves and to be nlidfthe overall
balance (Harrod 1972). Without a balancing mechmargsach as gold (i.e. an external measure whichnisga human
behaviour) it is left to human beings themselvetat® the responsibility for creating balance, \Whigey can only do,
presumably, in consciousness of one another’s mistances — for economically speaking we are noaragp but
conjoined in a great body. Where today is thisarotif overall balance to be found, in which a taigea thing to be
aimed for rather than a level to be exceeded?

7.2 Imbalances

That the problem of imbalances in the economyeéspife-eminent one in today’s circumstances is antroversial. The
trenchant problem of volatility in economic lifeas indication of the absence of balance. Theeisgwolatility is felt

most keenly in relation to asset pricing and ife@fon price stability. Alan Greenspan gives enaieof this in Capie
(1994: p.260). as does Mervyn King, Governor ofBamk of England, speaking in 2080‘This year the key word will
be "imbalances". The very word does not bode veglbiir attempt to balance the economic see-sawraehSo | want
to pose three questions. First, what are theselambas? Second, why have they arisen? Third, do riieke it more
difficult to balance the UK's economic see-saw?”

Clearly there are those for whom this does not titoies a problem, just the ups and downs of theketamwhich no one
should presume to smooth out. But such a line afaring must steadfastly avert its gaze from whatrtumbers
represent and the changed circumstances they inffoiee is not to lead oneself into the Panglaossiellectual cul-
de-sac wherein the market, by definiton, is thesueathat tells us we live in the best of possidelds (nor, indeed, to
concede that a centrist state-sponsored and sihteqgh approach is needed to guide us back to eaignioealth) then
another measure is needed.

7.3 The Role of Individual Judgement

The role of the judgement of the individual, isereéd to in the abstract of this paper, which makeshuman being the
arbiter of economic life. While it is normal, inrtes of jargon, to refer to the firm, the state, tharket, the household,
the consumer, the investor, labour and so on, tlhreah being as such, in his all-round existencelyrgrets in an
appearance in the formal literature of the disngliOne only glimpses partial facets that are gainat one another in
what must be described as a class analysis of etoride (because different classes are definedhauit reference
being made to the whole of which they are parts).

7.4 The Entrepreneur

The closest one comes to the idea an economicidhudiv (namely one who is responsible in his actjvis in the
entrepreneur. It is only sovereign entrepreneuts) wan ultimately hold sway in economic life — théslity is only
lamed at the moment by the intrusion of abstrastioto this realm (namely the abstraction of tlaestn its economic
dealings and the abstraction of financialism inamiging economic activity over the heads of thoke are nominally
responsible). When one locates the conduct of enandife with the judgement of sovereign entreprase the
principle can be recognised that man is the measfuadl things. To make the market the measurenlg to recognise
one side of human nature, namely that one caroaciteself, a truer measure would include the natiat one can also
recognise the consequences of one’s actions andptteeinclude them, this means being able to reisegoneself in
others, to discover one’s own economic wealth inogarall situation, when looked at from ‘above fin@y of the
market.” To be able to do this, to perceive thenecay, it is necessary to be able to see beyondsaneh situation, to
join with others in arriving at real economic judgents — because alone one can know as much alaga@nomic
circumstances as a man who wakes up in the nighkmaw the time just by thinking.

34 http://www.bankofengland.co.uk/publications/speestA000/speech82.htm
% The image comes from Jean Paul quoted by Stei986]
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7.5 The Division of Labour and the Golden Rule — M@l and Economic

When Thomas Aquinas formulated his notion of ‘juystce, it was one which when applied in the rounduld bring
with it an overall community economic benefit, asan as individual justice. In the moral realm, Aws and the
Scholasts are also associated with the Golden RDEunto others as you would have them do unto.’y@thile the
ethic of reciprocity is to be found in all religignits application in economics is better underdta® a strictly economic
rule than as a moral one. In economic terms thisvigy of seeing that one consequence of the divisi labour is that
what each man produces is consumed by the resino@hity and what he consumes is produced by thémbEnefit of
the division of labour is greater, the more fullyis articulated — every human being on earth nwkiis specialized
contribution (from which he does not benefit) ardeaiving in turn the fruits of the labour of othefie great principle
of mutuality that this implies works to the extéimat it is supported.

What enables each human being to produce is thestment that is made in him (his ability to borrowhat enables
him to consume is the extent to which he is ableatticipate in the process of exchange (madeleigibbookkeeping).
If the goods he consumes (other people’s salesyareelled out by sales he makes (other peopleisuroption) then
his ledger for income and expenditure will be maimed at zero.

So from a bookkeeping perspective (no mention tetsbgen made of money), there are two differenegypf
phenomena to be recorded, the first is connecteld what has been borrowed (or lent) — which is itieans of
production, the second is connected with whataslpced and consumed (or spent).

That there is a categorical distinction betweersg¢htvo ledgers can only be seen when the phenome&hah is
ordinarily known as money is articulated. Makinglswa distinction is increasingly felt to be a matiEgood practice.
So for example in 2003 the Norwegian Parliamens@ds change in national accounting to reflectdifierent effects
of money spent on consumption versus investmerg. JK Treasury also operates by what it calls théd&wo Rule:
“over the economic cycle, the Government will barronly to invest and not to fund current spendidi(Treasury —
Fiscal Policy in the UK).” Behind this dry formti@n, an economic principle can be elucidated thakes a distinction
between money of one kind and money of another @ndmseen not as a thing in itself but as evidebbokkeeping).
Good practice means living from sales (ie day tp elgpenses are covered by sales) and only usingatlaece sheet as
an instrument to invest in future productivity. Wéhihis might seem like a statement of the obviaosisider the trend
in modern economics to live from the balance shebgther popularly in rising house prices, or inrkea valuations
that boil down to selling tradable assets. Yetrda economics is found in the income and experglitine balance
sheet merely exists to enable the economic actiaitjactor of production, not the production itseNMVhen a gold
standard operates, this situation is masked to soteat: gold is taken to be money, a single unaldied phenomenon,
physically present or absent. Looking further bank might surmise that such a distinction of thiglldid previously
exist where a gold standard was complimented byheawstandar The hard and fast monetary rule which gold
represents disappears when gold is de-monetisettten challenge appears in its place to understemat it was
representing. This involves creating out of boollieg, the money effect which gold provided extelsnal perhaps this
is what Greenspan meant when he said we are aditigough we are on the gold standard. But wheyelasdoes not
allow for any artificial contrivance of its amoufautside the realm of alchemy), the alchemy of nodimance is such
that, while no external rule is given, the balasbeet is (by definition) a matter of artifice. Thetextent that it is
creatively managed, possibilities are afforded tihidt not previously exist (such as using a creditdcto start a
business), but with those possibilities come damgehat lead, among other things, to inflationeTdolden rule of
distinguishing between investment and current sipgnaffers humanity a means to manage this nevatsata.

8. Articulated Money - The Role of Bookkeeping

The need to form an articulated conception of mdmeeyalready been several times alluded to. Wiaitémcurrent use,
the term ‘articulated money’ refers the idea tlmbhey’ is an insufficiently precise descriptiventer notwithstanding
the apparent clarity of its use as a popular refse Houghton Budd (2005b: 42-48) makes referencendney

differentiation in observing the functions of morayd reviewing the causal relations (or absenaetifiebetween cash
and credit. Following the line of thought elabocdhie the last chapter, confining oneself to obseneconomic activity
and the relationships occurring therein, it becoaygsarent that the mirror of the economic worldd(#mus the most

% See Houghton Budd's ‘Of Wheat and Gold’
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precise means for observing it) is to be founddokikeeping — all the relevant information is re@atdn the income and
expenditure account and the balance sheet (wittiasityet being monetised) in two separate non-géhtargeable
ledgers. The moment this process is monetised tt@doncepts of cash and credit are introducedjitaofl account is
needed, this allows for a mediation between the(pweviously separate) processes. This is effdgtivade through the
closing entry concept. The following diagram ilkages this:

Any Economic Activity Monetised version thef Differentiated view of money

Closing Entry Unit of Account Currency

—> —>
Income & Balance Means Store Cash Credit
expenditure Sheet of Exchangef Value

Without the precision of bookkeeping, one canndticiantly describe money. It becomes apparent thahey is not
anything in itself and that a distinction must bad® between its different aspects, a distinctioichvis not present in
the popular mind and therefore also not in curprattices (for example the erosion of the distorctbetween current
accounts and deposit accounts). Steiner (1922urkect2) introduces the notion of three kinds of eyornin his
economics lectures: “It is necessary above allrasg the essential nature of money. People fajrésp it precisely
because it is always there before them without theing able to see what it really is. In the sbeiganism there is no
such thing as “money as such,” there are only ttiese kinds of money...."

Depending on where one’s predispositions lie, thatebe a tendency to favour one side over theepitin terms of
creditary chartalism and metallism). Wray (200®)pa creditary economist, concludes that a medifiexchange is
not at all necessary, while advocates of localengies emphasize the exchange function of monegy aslif everything
connected with the balance sheet represents dslgidgnand (in this camp many monetary reformeis atvocates of
gold are to be found). Yet by understanding moa®ya phenomenon with three aspects, made visitidledkkeeping
the distinction between cash and credit can beritbestand overcome. If this phenomenon is maskel] emoney is
simply taken as money, then according to Stein@2Z1lecture 12) reality will take its revenge:

We have therefore three kinds of money, qualithtidiéferent from one another; purchase-money, émhn
money and gift-money. Now to comprehend the retatietween these three, we must consider economic
systems such, for instance, as the private ecosontich we assumed hypothetically in the last lects
economies representing a kind of closed domain.ou.will say that this is hard to follow. It is. ...the
economic process money undergoes metamorphosagjuires different qualities as it becomes loaned
money or gift-money. But we mask this fact if wenply let money be money, and use the number
inscribed on it as the unit of measurement andah.fWe mask it and the reality takes its revenga
revenge which reveals itself in fluctuations ofceri with which (though they are actual enough ia th
economic process) our reasoning faculty cannot peep.

The threefold nature of money is elaborated (froayies’ Tract On Monetary Reform) by Houghton Bu@@06b:
p.31-35) in terms of the relationship of stable suea, production and saving. It is also indicatgd\vay (2000: p.5) in
Keynes’ Treatise on Money in terms of money of acdpprice lists and debts:

In the Treatise, Keynes argued “Money proper inftllesense of the term can only exist in relattora
money of account” (Keynes 1930, p. 3), hinting tie unit of account must preexist use of a medifim
exchange (or, at the very least, be created simaediasly) ... According to Keynes, the money of actoun
“comes into existence along with Debts, which ametacts for deferred payment, and Price-Lists ctvhi
are offers of contracts for sale or purchase? Motseyf derives its character from its relationstopthe



24

Money-of-Account, since the debts and prices mirst have been expressed in terms of the latter”.
(Keynes 1930, p. 3)

Wray goes on to refer to Keynes’ (1983, p. 402teshent that: “money is the measure of value, buegard it as
having value itself is a relic of the view that tvedue of money is regulated by the value of thestance of which it is
made, and is like confusing a theatre ticket wiith performance.” Desaules (2004: p. 85-91) devatesapter to three
kinds of money as evidenced through accounting:

With accounting-money, we already have a diffesgatl instrument of perception which contains much
more wisdom than we might notice at first sightlyOaccounting-money allows us to see in a preciag w
the evolution of money according to its three giesi here matched to Steiner’'s nomenclature ribeme

and expenditure statement (purchase money), tlendmlsheet, including owners' equity (loan money),
and the money ‘freed’ by the closing of the acceugift money). The full significance of these dalc
differences is not yet appreciated, however. Ecao®nin particular, balks at this means of recotingc
economic science with reality. And yet, all ovee torld, research is tending exactly in the dimecof
clarifying the relation between economic realitglats reflection in accounting. The effort is unday to
ensure that when, as it were, we look in the migbraccounting, we all see the same thing. Thus,
accounting already gives us the possibility ofeafiéntiating the three kinds of money as they erishe
world today. And nothing stops us from beginningus® accounting as a means to assess the aptness of
our decisions. For example, is it better to heljusiness by means of the balance sheet, that lspting,

or to promote trade with it, that is, by means e income and expenditure statement? Depending on
where and how we use money, the result will be déifgrent between one place and another and tiaus t
general equilibrium also. Whether we act at thell®f a simple group of companies, or of an ‘inatitn’
(such as a pension fund), or even of a whole cguttirs question is enough to enable us to perciige
importance, not only of the amount of money invdlvkut also and especially the type of money. &ris
this new dimension that the equilibrium and coheeeof the world economy will come to rest.

Houghton Budd (2004: 105-109) also elaborates &taithesis in a chapter on differentiated money

It is interesting to note that textbook descripsiasf money describe it as having three functiossaa
medium of exchange (MX) to effect payment for goadsl settlement of debts and other contractual
obligations; as a store of value (SV) for holdingalth; and as a unit of account (UA), providing a
numeraire for quoting prices and keeping accouAtiough by no means as well-known, equally
interesting is Steiner's concept of three kindsmafney, introduced in Chapter 5, in which he spea#ks
‘purchase money’ (PM), ‘loan money’ (LM), and ‘giftoney’ (GM) - meaning respectively money used
for consumption, money used for investment (moexigely, the financing of the means of production),
and money spent on the development of the individnd even a whole people (education in the most
general sense). This last is of particular imparéarGift money is money that is needed by neitremtet
nor capital, and which is best used when donateéldase people or institutions that comprise cultlifie,

on the grounds that for society generally it représ an ever-renewing source of new ideas andtsalen
from whence new values flow. It does not requirecimthought to see a similarity at least betweeaghr
functions of money and three kinds of money:

MX — exchanging goods and services - PM
SV - capitalising enterprises - LM
UA - funding culture and education - GM

Whether these terms are analogous in the striceseeed not be a matter for now. My point is thay
allow each set of terms to be evaluated anew, gimiore qualitative meaning to the functionalism of
conventional economics and linking Steiner’'s tewtogy to known contemporary vocabulary. But the
story goes farther. The global financial architeet(trade, capital and central banking) also haseth
elements. So, too, as noted earlier, does accagufitinrome and expenditure accounts, balance sheet a
closing entries).
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The Role of Bookkeeping

As previously indicated bookkeeping takes on ai@ance here beyond the mere convenience of rekeegping. Its
underlying structure (of three elements) has aenteking effect which creates a window of perceptitto economic
life, when used to that purpose. Regrounding ecanéfa in bookkeeping might be a way of puttingthe test much of
the up in the air theory from which it currentlyrigs. This is certainly the view of Braun and Fisg2903): “Although
economic practice is measured by bookkeeping, enmntheory neglects its role. We want to bridgesthap ...
Bookkeeping is the mandatory measurement methodhtwrey and therefore the basis of modern econgh¥es.in
making a physical analogy of bookkeeping, “We apalpookkeeping with a tight physical analogy whiitectly
connects the main field of theoretical physics Whicthe interaction of particles, to the backboheconomics, namely
double entry bookkeeping”, Braun and Fischer com@&gainst the frontiers of physicalism when thag:f“zero-sum
game violations in statements of capital, depramiatof tangible assets and single-sided exchangasisue they have
sought to join two worlds of an unlike nature:

At the core of the differentiated money thesishie heed for an understanding of money that bridegyesnot-to-be-
conflated worlds. Houghton Budd, (2005a: p.72)imrhonetary allegory makes this distinction vividdugh the whole
narrative with the use of two colours, yellow arideh between which the hero of story must find w&y. These are
then represented in the conclusion by two monethancellors (looking perhaps like the two deputyegaors of the
Bank of England!)

Yellow Chancellor:
Mine is the world of meeting needs
Through transforming the bounty of the earth.
Its logic is of finite things and weighted treessu
Material, goods shall be its measure.

Blue Chancellor:
While mine is born of human craft,
unfolding destiny and creative work.
Infinite, immaterial — to be perceived,
Its cover is ideals achieved.

They describe one world of ‘weighted’ ‘finite thisigof ‘measure’ and another which is ‘infinite’ atichmaterial - to be

perceived’ (rather than to be measured). Intergistienough what connects these two world is praceobservation
which Braun and Fischer seem to indicate in anathatext’ A training in bookkeeping that distinguishes betwéhe

factual nature of the income and expenditure adcand the creative possibility given by the balasbeet might lead
one to see that an understanding of accountinggnaompass science and art. The tension betwearceaad art has
been identified by many a commentator as beinghl@matic feature of the modern age. Jeremy Nay(€04) in an

article entitled Polar Opposit€slescribes the time of the origin of this division.

%" The use of two colours to distinguish two monieislent in bookkeeping is used in conjunction witbual imagery (Feynman-graphs) by Braun and
Fischer (2002): “A black account currency for namnk assets and a white loan currency for non-babKities ... We call this situation in banking a
bicurrency system. That means there exists a loemie white and an account euro in black ... Wardfore think that this extension of banking to two
internal currencies would improve the control adit bubbles in banking ... We divide the world iato abstract monetary memory and the hands-on real
world products and services. Transfers in theweald will be memorized in the monetary world. Batbrlds have a concept of ownership, and the mopeta
world can be further divided into currencies.In veglshow A and B exchanging euro against yen.ue hle see how a product transfer from C to A is
memorized by a money transfer from A to C. The@iicthe only connection between both worlds.”

% In a review of ‘Who wrote Bacon?': It was at thime [during the life of James 1] that the divisio our society that has since become known asib
cultures' - the culture of science on the one taarttlof the arts on the other - was born. The anfagobetween these two sensibilities has from the
seventeenth century become increasingly entrenasestientific advances menace ever more darklintte life of the soul. This book concerns itseith

the figures of Francis Bacon and William Shakespeaho respectively worked so powerfully into tlegestific and artistic spheres... The key elements of
Bacon's 'new philosophy' were his articulation ¢fi@oughly materialistic scientific method aimediaminating nature for human benefit - he everkéab
forward to the genetic manipulation of plant andvax species - and an affirmation of commercialeamd purely economic measures of value. What is
expressed in his work is really the antithesis batwe experience in Shakespeare's plays, sdahétom a deep affinity between the two, they dtaather
be regarded as polar opposites.
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8.1 Accounting As An Instrument For Inherent Regulaion

In a further elaboration of the theme of polarittescribed earlier, Houghton Budd, (2005a: p.6#f&gines how a
finer appreciation of bookkeeping might allow céitregulation to ‘pass into history’:

Named after the Italian mathematician who firstatdiegd, but did not invent, double-entry bookkegpin
the Pacioli Room provided a fitting sequel to thgukas Room. It was laid out as a seminar roont) wit
podium and several banks of student seats, alhetfilled with trainee managers. These were people
who would go on to hold responsible positions i@ Warious monetary institutions and Financial laitgr
Colleges throughout the confederation. Those pgghimugh this room, in this case Victor, were ezl

to take the podium and were given one hour maxintanexplain the principles of double-entry
bookkeeping. A second hour was given over to aodise on how, through double entry, the human being
could emancipate himself from external constraéms himself become the regulator of economic Aé.
centrist regulation would then be able to pass lntory. ‘Italian bookkeeping’, as it was callegve the
human being a perspective on himself that prewjolislhad depended on priests to give him. If ongdco
engender the right combination of technical un@eding and moral comprehension in the students, one
could leave the podium and continue.

It is the problem of regulation that Goodhart (208dscribes in Dantean terms; the moral of theydtergives seems to
be a heavy hint in the direction of better accoumtifor what else are accounts than the footpohtsuman deeds and
the mirror of intentions):

| could have added that the task of devising goatieffective financial regulation is truly like tthebours

of Sisyphus. And at least Sisyphus could reminaoeut the reasons he got condemned to roll thee ston
uphill, which was that he had seduced scores gfprapriate ladies, whereas | surmise that moshadfe

on the Basel Committee just found themselves innttang place at the wrong time. Actually Sisyphus’
myth does have another real lesson for bank sugmssi You know how banks can make risk apparently
disappear off-balance sheet by securitisation amdlitc risk derivatives. Sisyphus had a neighbour,
Autolycus, who could make objects temporarily dissar from sight and was stealing Sisyphus’ cattle.
Sisyphus dealt with this by marking the bottomhdit hooves, and was able to track their passagegh

the muddy ground. So the moral of this story ig ththe final resting place of risk is hard to ebge, at
least try to track its passage through the markets.

9. Citizenised Central Banking — after the quiet rgolution

“all markets and participants therein should, invigw, be invited to think about and process infation
as the central bank itself do&%”

The central idea of this paper has been to elabddratv through a heightened understanding of ther@aif money

made visible in accounting, the inner side of ecoicdife becomes apparent. The role of the cefitaalker (and others
by other names in other ages) is conceived in teifise responsibility for the maintenance of olleraonomic health,
achieved though various monetary and regulatorgtfons. An understanding of the art and scienceeatral banking -
including the very idea that such a thing is in finst place necessary, which some advocates eftiemking would

certainly dispute - can no longer rest with cdniti@nkers alone. Increasingly the means at thepatial allow them
only to indicate what they would wish to see ratthem to impose it; they must attempt to generalimeconduct that
leads to the overall systemic health that they see&ngender. Conscious economic conduct can aigg #ghrough

perceiving economic life in the round, rather thast one’'s own corner of it. A scientific approatbward the

perception of economic life is afforded by accoogiigaining a systemic view by making oneself awaeonly of

one’s own situation but also that of others. Anrapjation of concrete economic circumstances cabeoachieved
alone, but with others. Steiner (1996b: p. 26-28% phe case in a radical manner:

... the individual as such cannot attain to a sgcidgiement. It is a social mystery, that every iilial
judgement on a social question is a false one.ySiftht clever judgements were passed when the gold
standard was introduced into Europe. ... the clevgresple, however many of them there are, talkr utte

39 Dr X.P. Guma, The Outlook For Monetary Policythe BER Conference, 22 June 2005
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nonsense as regards their social judgements if spegk as individuals, if they judge only with what
comes out of the single human individuality ... In rhreefold Social OrdéP | have called such
organizations ‘association’, in which the socialgement proceeds not from the individual but frém t
common life of the associations consisting of comets, producers and traders. Thus once there have
social groups out of which is formed in full coimacsness the social judgement that the individaahot
acquire. However long one reflects over a solut@mthe social question, all such reflection is semse.
The only sensible course is to form social grompshich we can hope that a partial solution wiltar...

The essential task of the central banker is togdeececonomic life. A central bank may be thougha® a focus for
economic activity through which that which exigtsthe periphery is made visible at the centre. Giteation of such
foci needn’t be an institutional matter: that thassponsible for economic undertakings gather t&erthemselves
conscious of their situation all together mightamalogous to the way that birds need to flock geoto get a picture of
their whole being together (which is clearly distifrom their separate being)

J.K. Galbraith (1974:5) takes the view that: “Thereothing about money that cannot be understgothé person of
reasonable curiosity, diligence and intelligenceSuth optimism should not be termed a naive or fouke — the only
future that can realistically be conceived is annexnically sustainable one, the task of the presart be to chart the
way towards it. No intrinsic reason can prevent anity from a taking hold of economic life in the mmer that has here
been described as citizenised central banking. keinét future humanity will be up to such a taskains to be seen.

The notion that a central bank provides the stettk@hich the economy runs is an image that is aocoaly made. For
Keynes the Bank of England was the conductor ilbbhag economic orchestra, with the rate of monepdyéhe batort?
“3 Whether the international cacophony that Keynésrmed to is any less demoralizing now than attitme he wrote,
will have to be left to the reader’s judgment. Task of the central bank today is less to playad l®le in orchestrating
the economic music or and more to provide a contexthich the orchestra can conducts itself. Tmglege it speaks,
the images it uses and the gestures it makes eaeycbf significance. Houghton Budd, (2005a: p,.&®scribes The
Monetary Committee of Rare Albion performing trask:

The Monetary Committee was responsible for creatamgl maintaining an on-going image of the
economic life of Columbia as a whole. It did sootigh monitoring the economic life of Rare Albion,

which was the heart of Columbia. Rare Albion contit be in balance if the rest of Columbia were not
also. And vice versa.

Blinder (2004) in ‘The Quiet Revolution: centralikéng goes modern’ identifies some of the trendsd®es as having
developed over the past 15 years namely: whethatratebanks should be transparent or opaque, mesider by

individuals or committees and the master or sereéfiinancial markets. It would appear that thetfitwo are largely
decided in favour of transparency and collegiatgsilen making. The third theme is the one that HmgBudd (after

Thornton) describes as double independence. Blimte{2004: p.65-66) puts his perspective clearly:

there is another kind of independence that at lE@sie strains of modern central banking may agtuse|
endangering, independence from the financial marketsome modern central bankers seem to have
become so deeply respectful of markets that a reewget is emerging: that monetary policy makers migh
be tempted to “follow the markets” slavishly, eggaly delivering the monetary policy that the matk
expect or demand. ...many more central banks now viemkets as repositories of great power and
wisdom — as sages to be listened to rather thaalynas forces to be reckoned with.

He goes on to describe the problem of time horiztims shortness of which were cited as a groundofmrational
independence from political influence), but nowdilmorizons in financial markets are shorter thditipal ones (2004:
p.94):

40 A reference to The Threefold Commonwealth, pulelishy Steiner in 1919 in which he describes sodietgrms of three realms - the cultural, the it
and the economic — which in the"2€entury need to be understood out of their owitlagd managed independently.

1 Steiner previously refered to the way in whichiabjtidgments arose unconsciously out of the lifgroups in the theocratic age.

“2 Described in Eichengreen (1997).

43 Anyone who has seen Andrew Manze conduct the 8m@lbncert will know that an orchestra can alsody&lucted by an instrumentalist just using his
head and torso!
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The phenomenon of market over-reaction and momernitw@sting must be reckoned with — should
central banks follow them in this respect? If thadre to happen ‘monetary policy decisions would
effectively be privatised ... that does not mean titral bankers can emulate King Canute and pteten
that they can command the markets ... most fundarthentarkets need to be led, not followed.

He ends on a Shakespearian note by describingidéss (that one should lead the markets, not foltbem) as a
consummation devoutly to be wished, leaving theleeavith the question of how this is to be achiewgisten their
willful nature.

Enlightened Prince To Enlightened Citizen.

One theme of this essay has been to portray cdydrdds as information centers, which become addedssi the active
citizen. Without the levers to pull that effect oge in the economy, what will central bankers diz?it enough to
present a true economic outlook, and thereby pretb& concerted activity of those whose activitfraes that outlook?
Goodhart in Brealey (2001: P.96) puts much onusmfammation:

information, information, information ... in the camt of its various responsibilities for macro-econo
policy, systemic stability and the smooth runnirigh® payments system, a central bank needs adequat
micro-level information on the structural statetld major banks in its country in order to fulfs duties
adequately.

A further question arises when one asks how tharmimdition is to be organized interpreted and undedstFor Archer
(2005: 15/16) the “the key issue is credibility"da@arl Walsh (2003) states that “the three mogtoifant ingredients
to a successful monetary policy are credibilityedibility and credibility.” Guma's (2005) statemeftat:
“communication is, of course, multi-directional wheffective: there has to be, at a minimum, a tratter and a
receiver.” raises the question of how this commaitiin is conceived. What is the difference, forragte between a
virtuous circle (reciprocity) and a vicious feedkagop. Clearly raw data, information, knowledgadavisdom are of
different orders. Guma continues by suggesting ithiatin regard to their way of thinking that ceaitbanks need to
think about communicating:

The second, essential audience — according to &liadd Wyplosz - is that of the financial markets.
These, they contend, need to be taught to thinkpaadess information as the central bank doed.itsel
agree, although my view would be stated more geatlymarkets and participants therein should, in m
view, be invited to think about and process infdioraas the central bank itself ddés.

In concentrated formulation, Guma here capturegfisence of citizenised central banking: thatpafticipants should
be invited to think about and process informatiertee central bank itself does’. If this seems fkeambitious project,
one need only extend Goodhart's (Brealey (20010B)1question in the context of the relationshiptiud Bank of
England to the Financial Services Authority evedavi “Why can information flows not be as good betw agencies as
when they are internalised within the same instin®” If, in fact, the answer is that they can,nthdoughton Budd'’s
(2005a: p.117) allegorical image of a monetarilgsmmous society need not be as far away as abfiessimight imagine:

By the end of his briefing, Victor had already ited how the Monetary Committee worked. Existing no
for itself, but as an organ of perception for tlteremy as a whole, it had to be, after Goethe'sofasn
phrase, created by the light for the light. Its vediywvorking was thus implicit in its make-up ancdhbext.
The Committee met weekly in order to receive repdrom the various members, the combined
information from which became the basis of its dieri-making. But it had no levers other than the
content of its counsels. If, for example, it wasaglthat the overall interest rate was too higtoorow, it
gave thought to what conditions in the various @acof the economy would, in reciprocation with one
another, give rise to a ‘better’ rate. It then ugeccommuniqués and agents to encourage the rstitee
bring these conditions about through their ownvitais. There were few people in Rare Albion-Coluanb
who did not subscribe to the weekly Monetary Regroecause they believed their individual actions
should be coherent with the economy as a whole. Waye it to an ‘invisible hand’ to make social the
disparate acts of individuals when one can asyedsiko by conscious intent and practice.

“Dr X.P. Guma, The Outlook For Monetary Policythe BER Conference, 22 June 2005
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