GOVERNMENT-CREATED MONEY IS NOT INFLATIONARY!
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The idea that government-created money is inflationary is just not true.  It is just a myth – actually a very big lie – that bankers and bureaucrats rely on to prevent thinking people from examining the international banking system, and the extent to which we have been robbed generation after generation.  

1.
As anyone in the business should know, it is the amount of money created that determines prices and not who prints it.  Money is money whether it is government-created money (GCM), or bank-created money (BCM).

2.
Government-created money would be inflationary if the banks were allowed to use it as a lever to increase their production of virtual (debt) money.  But that can be easily avoided by passing legislation to require the banks to keep the cash as collateral against their deposits.  In fact, that is the only kind of control that is even designed to work credibly.  Under the current system of so-called “capital adequacy” the banks are really free to increase their capital, print more money, and create an inflationary bubble, as they have on many occasions.

3.
The current system where banks create about 97% of the total money supply, and all of it as debt, and all of it as debt on which interest has to be paid, while no one creates any money with which to pay the interest, is inherently inflationary.  That is due to the fact that to keep the economy growing it is necessary to create (a) enough new money each year to pay the interest on the existing debt and (b) enough additional debt money to keep the economy growing, however slowly.

4.
The failure of the present system to maintain the value of money can be illustrated by the fact that one U.S. dollar at the time that the Federal Reserve System was established 100 years ago is only worth five cents today.  Talk about inflation!

5.
Look at the Canadian precedent.  Canada actually used the equivalent of government-created money from 1939 to 1974.  The Bank of Canada created very large sums of near zero cost money for the government to spend into circulation.  It got us out of the depression, helped finance the war, helped finance the post-war projects like the St. Lawrence Seaway, the Trans-Canada highway and the big new airport terminals as well as helping to lay the foundation for our medical and social security systems which were the envy of the world.  That was essentially government-created money and it was not the cause of the inflation of the late 60s and early 70s which also occurred in other countries where the central banks are privately owned and were not providing their governments with low cost money.  

The inflation of that period was primarily cost-push inflation, i.e. the fact that nominal wages were rising by a multiple of real output for 25 successive years.  This was a phenomenon that had never occurred previously in economic history, and was due to market power on the part of monopolies and oligopolies in combination with labour unions.  This kind of inflation is a separate issue that has to be dealt with by other means and not by crushing the economy, which has been the policy of the international banking system since they adopted the ideas of Milton Friedman in 1974. 

6.
There is a good example of government-created money being used for a long period without inflationary effects.  The Isle of Guernsey has printed money for 200 years to pay for all of its public works.  The result has not been inflationary!  The result has been full employment and no debt!

7.
Finally I have some econometric studies done by Informetrica of Ottawa in 1993.  They proved conclusively that judicious use of government-created money by the government of Canada was beneficial across the board.

7.
Compare that with the trillions of dollars that the Federal Reserve System in the U.S. has pumped into the banking system in the U.S. and Europe in the last couple of years without accomplishing anything of significance, except to line the pockets of the bankers who can use it to buy government debt and pocket the profit.

8.
It is no wonder that Henry Ford Sr. said that if people understood the banking system there would be a revolution before morning.  People have to educate themselves as to how the system really works, and then demand a revolutionary change under which governments share the money-creation function with the private banks in a way that would guarantee full employment and steady growth from year to year, without fear of recessions and depressions that have been such a curse for so long.  

