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D URING the 1943 session Mr. M. J. Coldwell

placed befort Parliament the proposal that we

should spend, in the first two years after the war,

at least 5,000 million dollars on post-war recon-

struction. This would approximate 2,560 million

per year. About t,000 million dollars of this w a>

to be spent for social security: 500 million a year
for a housing program; 300 million a year fot

rural electrification; which would leave 700 million

each year for other projects such as vocational

training, rehabilitation of returned men and parity

prices for farm produce. When Mr. Coldwell made
this proposal the old cry was immediately raised, "Where's the money coming
from ?" It is with that question I wish to deal tonight.

Before we try to dicover where the money i.s coming from let us first tr\

to find out vvhat it is. What is money? Well, there is nothing mysterious aboul
tt although the Bankers' Association would have you believe that it is something
beyond the comprehension of mere mortals like you and me. Money is anything
which can he wsed as a medium for exchanging goods and services. Various
'hings have been used for money such as sea-shells, precious stones, wampum and
^old nuggets. It is said that one of the early French Governors of Lower Canada
when the early settlers lacked some medium of exchange, initialed a deck of
playing cards which were used as money until properly marked currency could
be brought oyer from France. The main thing for us to remember is that money
can be anything which the community is agreed shall be accepted in payment of
debt or as a reward for services rendered. Anything which the communitv
decides t«> use as money—immediately becomes money.

In our country we have paper bills and coins which bear the imprint of the

King's head—that is sometimes called token money—and we all accept it readily

although, actually, it has no real value except that we have all agreed to use it as

\ medium of exchange. But bills and coins constitute less than 4% of the monev
Arhich we use ( )ver 96% of our business is done with credit—that is cheque
money which exists on the bank ledgers and is transferred from one account to

another as we transact our dailv business.
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m% CONTROL TO BANKS
The strange thing is that while the government controls the issue of our

token money by which we do 4% of our business, we have left to the chartered

banks the issuing of our credit by which we do over 96% of all our business.

This does not mean that banks can create unlimited money by simply writing

figures in a ledger. Those figures must bear some relation to actual wealth ; but

remember that the wealth in question is always your wealth. When the bank loans

you a thousand dollars on a herd of cattle, it is your wealth which has been
monetized. When the bank makes a loan with your home as security it is some-
thing which you have built that constitutes the security behind the banl^ credit.

The CCF is opposed to leaving the creation of credit in the hands of private

corporations ; not merely because of the profits which they make out of monetizing

your wealth, but because the power to create money gives to these corporations

the complete control of our economic system. That is a power which, we believe,

ought to be in the hands of the people themselves through their elected represen-

tatives. Under the system of free enterprise the banks have power to put money
into circulation, or to take money out of circulation as they choose. Our experience

here in the West has been that they generally loan money when we least need it,

and call it in when we most need it. It is like loaning a man an umbrella on a

cloudless day and then asking him to return it the moment it begins to rain.

The chartered banks are operated for profit and not for the national wel-

fare. It is, therefore, their own interest and not the effect upon the nation as

a whole, which determines how much or how little money they will make available

to the public. When they put into circulation more money than there are goods,

we have, what is called inflation. But when they call their loans in so that there

is less money than goods, we have, what is called deflation. In a period of defla-

tion, such as we had in the early thirties, a farmer may find himself trying to pay,

with thirty cent wheat, a debt which he incurred when wheat was $1.50 per bushel.

Only a banking system controlled by the people themselves would enable us to

eliminate these periods of booms and depressions, or as the bankers call them,

periods of inflation and deflation.

BANKS GEARED TO NATIONAL ECONOMY
Under a CCF Government the chartered banks would become branches of

a government-owned and controlled Central Bank. This does not mean that a

CCF Government would begin to print money hand-over-fist, any more than our
present Bank of Canada issues money in a reckless manner. What it does mean
is that our banking system would be geared to our national economy in such a

way that every time we created a dollar's worth of goods we would issue the

dollar with which to buy the goods. That, in simplified terms is what we mean
by a managed currency. In, a planned economy we must keep the flow of money
related to the volume of goods and services which we are capable of producing.

If we don't do this an increase in the volume of goods without an increase in the

amount of money in circulation will mean deflation with low prices, farm sur-

pluses, unemployment and the lack of purchasing power that must inevitably

follow.

I think it is plain from what we have seen that the problem of where the

money is to come from is the least of our worries. The real problem is to create

the goods and services we require; fortunately modern science has solved that



problem for us. Once we are capable of producing ro,ooo million dollars worth
of - nd servi< tnd we saw last week that w it ought not
to be a difficult problem to distribute ro.ooo million dollars worth of purchasing
power bo as to enable our people to consume either those goods we produce or
whatever we ma) get in exchange for them.

Purchasing power may tx distributed in four different ways. The first

is through the payment i>\' parity prices to the farmers, fishermen and other pri-
mary producers. ( >nlv by giving to the fanners adequate prices can we expect
them to buy the manufactured goods our industrial machine is capable of produc
big. The CCF would set up marketing boards to accept deliver) of all farm
produce at parity prices; in this wax we would make possible the consumption by
the primary producers of a large part of the pool of goods produced in our mills
and factories.

DECENT WAGES—FAIR PRICES

The second way in which the money from a government-owned banking
tern would be distributed is through the payment of decent wages to all who

work in mine, forest and factor}'. Even at the present time, when wages are
better than they were in peacetime, it should be remembered that hundreds of
thousands of industrial workers lack the purchasing power to buy all of the
farmers' products which they could consume. In 1942 it is estimated that 65%
of all the wage-earners in Canada were getting less than $1,000 per year, the
Toronto Welfare Council has set the minimum wage on which it is possible to
raise a family of five at approximately $1,700 per year at present prices. Yet in

1942 over 80% of the wage earners of Canada were getting less than the minimum
necessary to raise a family in health and decency. Decent wages would enable
labor to consume more of the farmers* produce at reasonable prices.

The third way in which money can be distributed is through the payment
of social security benefits to the aged, the physically disabled, the blind, widows
and orphans. It has been estimated that it would cost 1,000 million dollars a year
to give economic security to all those who through no fault of their own, cannot
provide for themselves. In an age which can produce .so much why should we
be niggardly with those who are much less fortunate than ourselves?

The fourth way in which money can be put into circulation from a govern-

ment-owned banking system is through long-term loans to individuals and muni-

cipalities who want to build houses, erect hospitals, construct schools and so enrich

the capital assets of the country. This money would go immediately into circula-

tion to pay the wages of those employed in the various projects. More wages
would mean more people able to consume some of the great pool of goods which

a properly organized economy can produce. Furthermore as these loans were

repaid they would be re-issued to finance the building of more houses, and other

community projects for the betterment of the Canadian people.

Sums of money could be spent to buy and equip farms for men returning

from overseas who were anxious to make fanning their vocation. This country

can well afford to buy and equip such farms and give them as gift to

these young men; it is a small return for all that they have done for us and

for the world.



THREEFOLD TASK
As I see it the task of a CCF Government in Canada* would be threefold:

i. To create all the goods and services of which we are capable.

2. To see that every person is given an opportunity to earn sufficient pur-
chasing power to consume all the goods they can possibly use.

3. To take any surplus goods which we cannot consume and exchange
them on the markets of the world for goods which we need but do not produce
here in Canada.

Only by using money for what it is intended namely, a medium of
exchange, and not as a banker's private commodity—can we hope to accomplish
the measures I have outlined. These things can only be done by a socialized

banking system geared to planned economy.

Perhaps you^ experience before the war was the same as mine. In the

town where I lived, some of our brightest young men found that they could
not get work when they had finished high school. Under the system of free

enterprise there was no money, either to send them to University or to teach them
a trade. I can see some of those boys now—the victims of our stupidity—frus-

trated and bewildered Several of those young men .should have become doctors,

teachers, engineers and master farmers. Instead they fretted and fumed in en-

forced idleness.

WHEN THE BOYS COME BACK
Then came the war. Let it be said to their everlasting credit that although

we had failed them, they didn't fail us. Thousands of them enlisted. Most of
the young men I have in mind are now in the Royal Canadian Air Force—some
of them have been decorated for devotion to duty. When I look up the govern-
ment estimates I find that to train one of these boys to be an air-gunner costs

$12,000 ; to train a pilot it costs $25,000 : to train a navigator $28,000. When that

boy of yours comes back—as I pray he may—do you think that you can look him
in the face and tell him that while his country could find $25,000 to make him a
pilot, we cannot find $5,000 to make him a doctor, an engineer or set him up
on a well-equipped farm free of debt? Don't tell him that for he won't believe it.

He knows—what every intelligent person in Canada knows—that if it is possible

to create the money to send him into the skies to defend his country, then it is

possible to find the money to re-establish him as a useful and self-respecting

member of society.
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