Banks’ Super
Profits
Attacked

HE PLAN TO re-balance the market

with “the commons” took a step for-

ward in London in June when James
Robertson launched an attack on the way
banks exploit their power to create money “out
of thin air”, writes Hugh Fraser.

He delivered a lecture promoted by the
New Economics Foundation, to compete with
the annual speech to the City of London by
Britain’s Chancellor of the Exchequer, Gordon
Brown.

NEF Director Ed Mayo said that economic
reform was made necessary not so much by
failure of the market as by the failure of the
state to fulfil its obligations. “Re-balancing the
market with the commons is the big idea
behind the new economics around the world,”
he said. Mr. Robertson’s speech launched a
new report which he had prepared with Joseph
Huber of the Martin-Luther University in
Halle, Germany.*

Mr. Robertson said that British banks were
making £21 billion in super profits. Because
commercial banks rather than the Bank of
England were allowed to expand the money
supply by creating credit, the annual loss of
public revenue was estimated at £45 billion. If
the Bank of England had the sole right to cre-
ate credit, it would be possible to reduce
income tax by 12p in the £.

Worldwide, the private creation of credit
gave banks super-normal profits of $140 bil-
lion every year. “With a free lunch on that
scale, it is no wonder that some of the cats look
rather fat,” declared Mr. Robertson.

Mr. Robertson said that the central bank
should have sole right to decide how much
credit should be put in circulation. He regard-
ed this reform as a parallel one to the public
sharing of the value created by nature and soci-

In his book, Mr. Robertson urges the advo-
cates of land taxation and of monetary reform
to collaborate rather than to dispute which of
the two reforms was the more important. He
saw parallels between the two proposals, one
of which was that these reforms would smooth
out the peaks and troughs of economic cycles.
Another was that the revenue from seignorage
— the public creation of money — and land
value taxation, would make it possible to
reduce other taxes.

Describing the tax system as perverse, Mr.
Robertson pointed out that the government
was correct to raise £22.5 billion by auctioning
radio spectrum licences. But he also recom-
mended that government should raise revenue
from the increased value of land that was cre-
ated by the extension of the Jubilee
underground rail line.

* Joseph Huber and James Robertson,
Creating New Money, London: New
Economics Foundation, £7.95.
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