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Introduction
Perhaps it is only satire that is able to capture so eloquently and succinctly the insanity and truth of our 
current banking crisis.  This for me, from the Daily Mash, is one of the best:1

“Banks to Lend You Your Own Money”

THE government is to invest £500bn of your money in British banks so they can lend it back to 
you with interest.

The historic move is being hailed as a lifeline for the financial system as long as nobody asks 
too many questions.

Julian Cook, chief economist at Corbett and Barker, said: “The government will give your money 
to the banks so the banks can start lending you that money, probably at around 7% APR.”

He added: “In case you hadn't already worked it out - the entire global financial system is 
predicated on the assumption that you're an idiot.”

Daily Mash articles will often end with a very astute observation from a member of the public:

Meanwhile, Emma Bradford, a sales manager from Bath, said: “Why doesn't the government 
just give my money to me so I can buy stuff from businesses who will then make a profit and put 
it in a bank?”

But Mr Darling insisted: “Shut up.”

The Credit Crisis

The current credit crisis began in 2007, which saw the first run on a UK bank since the 1860s.  Behind the 
scenes, as reported in The Observer recently2, the public were being deliberately kept in the dark as to just 
how close we were to a total meltdown not just in the UK but the global banking system:

By the end of Black Friday, says John Gieve, then deputy Governor of the Bank of England, 
HBOS and RBS had "run out of money".  Alistair Darling agrees "they had run out of capital". 
Treasury officials confirm that these two massive banks would not be able to open their doors 
on Monday morning.3

On 14th September, 2007, customers of the Northern Rock queued for hours, withdrawing around £1billion 
that day.  In some cities such as Glasgow, the police were called in to quell mounting anger.4  Many 
newspapers and news organizations interviewed customers as they queued, and while many had lost faith in 
the Northern Rock, and showed a healthy distrust of Government reassurances, I could find no sign of 
understanding the intrinsic worthlessness of all money, since most interviewees seemed to be simply 
wanting to transfer money from the Northern Rock to “safer” larger banks.5

To understand how we reached this crisis point, we have to go back to the start of the modern banking 
system, and the creation of the Federal Reserve. 

The Dark Side of Money

Although generally perceived as a Government organization, the Federal Reserve is more a privately owned 
cartel between banks and the US government.67  The creation of the Fed was shrouded in secrecy, even 
greater than for most wars.8  By 1910 in America, there was growing distrust of the ‘money trust’. The 
Federal Reserve was sold as an entity to break the grip and the power of the money trust, to put power in the 
hands of the people and their trustworthy politicians.  The federal reserve act was to take the power away 
from these people.  But unbeknown to the public, it was founded by members of the money trust, who at the 
time represented approximately one quarter of the wealth in the entire world.  Had the public known the 
identities of the people creating the Fed, the trick would have been exposed and the system would never 
have been accepted.

John F Kennedy, when in power, wanted to put an end to the ability of the Federal Reserve to print money 
from nothing.9  In June of 1963, he signed a little known Executive Order, #11110, giving the US Government 



the power to print money, backed by silver, without going via the Federal Reserve.10  Around $4.3 billion was 
brought into the market.

In 1865, Abraham Lincoln had also sought to introduce interest-free Government backed money, 
‘Greenbacks’, to pay off the debts from the Civil War.  He was very aware of the challenge of doing so, as 
this letter shows:

"I see in the near future a crisis approaching. It unnerves me and causes me to tremble for the 
safety of my country. The money powers prey upon the nation in times of peace and conspires 
against it in times of adversity. It is more despotic than a monarchy, more insolent than 
autocracy, more selfish than bureaucracy. It denounces, as public enemies, all who question its 
methods or throw light upon its crimes. I have two great enemies, the Southern Army in front of 
me and the financial institutions at the rear, the latter is my greatest foe. Corporations have 
been enthroned, and an era of corruption in high places will follow, and the money power of the 
country will endeavor to prolong its reign by working upon the prejudices of the people until the 
wealth is aggregated in the hands of a few, and the Republic is destroyed."11

Shortly after Lincoln’s assassination, Congress revoked the Greenback Law and enacted in its place the 
National Banking Act, issuing only interest-bearing notes.  This is exactly what happened after Kennedy was 
assassinated, only much much sooner:

“Lyndon B. Johnson's first act on the plane (Air Force One), after being sworn in on the flight 
[Jackie was standing next to him, still in shock], was to put back into effect the Federal Reserve 
Act that Kennedy had revoked and paid the one billion buy out clause that was part of that 
act.”12

Money as Explained by The Bank of England

The website of the Bank of England has a large section dedicated to educating people about money.  In the 
section called “The Flow of Money”, created for 14 - 16 year olds, it states “Although people are actually 
borrowing money from a bank, the bank is actually lending them the money it gets from savers.”13  This is 
misleading.  Banks do not lend out money from other people’s savings.  They create money out of thin air. 
Your deposit stays on the bank’s balance sheet, and new money gets created which goes to the borrower.  
So if I deposit £1000, the bank keeps the £1000 on its books, and is able to lend out a brand new £900, 
which did not previously exist.  To clarify, when someone goes into a bank to borrow that £900, the bank 
enters £900 into its computer system and that is the point at which the £900 is created, or comes into 
existence.  This simple fact is still not well known, as was demonstrated by the many interviews with 
disgruntled customers of the Northern Rock. 

The Bank of England promotes itself as being responsible for three main areas; low inflation, trust in 
banknotes, and having a stable financial system.  In its pamphlet, “What the Bank Does”, there is an 
interesting diagram which has a very interesting paragraph:

“There will always be risks in the financial system. It’s not the Bank’s job to eliminate risk-taking 
by individual institutions. The Bank’s job is to work with others to help ensure that problems at 
one financial institution don’t disrupt the way the system as a whole operates.”14



The truth of the situation is that our banking system is in no way resilient or sustainable.   We have, as 
Mervyn King stated, been living in “a fool’s paradise”.15

"We've been living in a fool's paradise," the Governor said. "We've been saying to the people 
who provide finance to the banking system that their money is completely safe, yet the banks 
have been taking risky activities."

In its “Financial Stability Report”16, not written for a lay audience, there is a fascinating “network risk” chart. 
This highlights a key source of financial instability, which is “The failure of individual banks to take account of 
the spillover effects of their actions on the financial system and wider economy.”  So although the pamphlet 
aims to reassure members of the public that their money is safe and secure within a stable system designed 
to withstand shocks from separate parts (or institutions), this diagram more truthfully represents the reality of 
the situation.  

(a) A large exposure is one that exceeds 10% of a lending bank’s eligible capital at the end of a period. 
Eligible capital is defined as Tier 1 plus Tier 2 capital, minus regulatory deductions.
(b) Each node represents a bank in the United Kingdom. The size of each node is scaled in proportion to the 
sum of (1) the total value of exposures to a bank, and (2) the total value of exposures of the bank to others in 
the network. The thickness of the line is proportional to the value of a single bilateral exposure.
(c) Based on 2009 Q2 data.

The report concludes that “A manifestation of this risk is the tendency for some institutions to become too 
important to fail.”  What this means in reality is banks being given taxpayers money in order to lend it back to 
them.  This is the ‘moral hazard,’ i.e. bailing out and rewarding reckless, greedy and incompetent bankers 
with taxpayers’ money. 

The Crisis Continues

As I have been writing this essay in February 2010, Sterling has fallen markedly against the Dollar.  Has it 
further to fall and will we see its demise?  Much of the instability in the currency markets is the result of 
currency speculators.  Jim Rogers, the former business partner of currency speculator George Soros, 
recently described Sterling as a “basket case”.1718

"Other currencies aren't strong and the euro has real problems, with cracks much wider than 
Greece beginning to show but it's the pound that's most vulnerable. In real terms, it's already 
devalued against virtually every currency barring the Zimbabwean dollar and it's especially 
exposed over the weeks running up to the UK election. In a basket of currencies, the pound is 
potentially a basket case. That will put Britain in an extremely bad position."

The following day, the press release from where this had first been reported was no longer available, and 
Rogers denied making these remarks.  He did however then say that “All paper money is suspect these 
days."19



The graph below shows the extraordinary sums of money that the UK Government spend each year and 
how the ever-increasing national debt has now exceeded the £1 trillion barrier this year. 20  (I personally do 
not trust these figures as fully reflecting national debt since the UK Government hides many debts which are 
off-balance sheet).  The financial markets are now beginning to lose trust in the UK Government’s ability to 
repay these debts, and that also is contributing to Sterling’s demise.

It seems that the UK has potentially a much worse problem than Greece:

“If you really want a fiscal problem, look at the U.K.,” said Mark Schofield, a fixed-income 
strategist at Citigroup. “In Europe, the average deficit is about 6 percent of G.D.P. and in the 
U.K. it’s 12 percent. It is only just beginning.”21

If we look at how Sterling has fared against gold as opposed to other currencies such as the Dollar or Euro, 
we really see the decline in value over a longer timespan.22

The rise of gold against Sterling (and all other currencies) is a reflection of the fall in value of Sterling, as well 
as a flight to safety for those looking to protect their funds.  probably the key reason for the current crisis we 
find ourselves in is due to the derivatives time bomb, described by George Soros in 2003 as “weapons of 
financial mass destruction.”23

I can not explain exactly what derivatives are, and neither can Eurostat.  As reported in The Independent:

“The size and scale of the use of derivatives is not fully understood, even by Eurostat, the 
European Union's official statistics body, which has complained that member nations' finances 
are opaque and that the information it is given about derivatives deals is incomplete.”24

However, we do have some data from the Bank of International Settlements, from their Q4 report 2009 which 
give an idea of the order of magnitude of the size of derivatives.25  Whereas Governments measure their 
GDP in the billions (perhaps apart from the USA), derivatives markets are measured not just in trillions, but 
hundreds of trillions, as the following BIS charts show:



In 2007 it was estimated that the total amount of outstanding derivatives worldwide was $1,144 trillion (that is 
$1.144 quadrillion) and by 2008 had grown to $1,405 trillion.26  Just as we are physically overwhelming our 
planet with toxic waste, so our banking system is being overwhelmed with these toxic financial instruments.  
Any reform of the banking system has to take into account the need to put a temporary freeze on their being 
traded(perhaps via emergency economic powers), and then ultimately put an end to the insanity of their very 
existence.

Solutions

The banking crisis and our ecological crisis are two sides of the same coin and can not be separated.  
Therefore any proposed solutions will be both economic and ecological in nature.  I will examine just three; 
those of the United Nations, Liberal Democrat Shadow Chancellor of the Exchequer Vince Cable, and those 
of the New Economic Foundation.

The first is that proposed by the United Nations, but until leaked by Fox News,27 remained secret.  The UN 
report, published in December 2009, estimates that the cost of reducing carbon emissions by 2050 by 50% 
will be in the order of $45 trillion.28  The White Paper states that:

“Moving towards a green economy would also provide an opportunity to re-examine national 
and global governance structures and consider whether such structures allow the 
international community to respond to current and future environmental and development 
challenges and to capitalize on emerging opportunities.”



The emphasis in bold is mine. One interpretation is that the United Nations plans to crush sovereignty of 
individual nations, while transferring $45 trillion in wealth from rich to poor countries, and in doing so create a 
single world government.  This is to be imposed by the time of their 2012 World Summit on Sustainable 
Development in Rio.  The United Nations has also touted a single global currency, in contrast to China 
suggesting an IMF basket of currencies.29 

I know Vince Cable personally.  He was my local MP when I was living in London in the run up to the Iraq 
wars, and as a local protestor against the war, I was even quoted along side him and MP Jenny Tongue in 
our local newspaper.30  He is one of the few MPs to warn against the every increasing spiral of public and 
private debt, but was dismissed by many, including Gordon Brown, as this quote from Brown to Vince in 
2003 shows:

Mr Brown: The Hon. Gentleman has been writing articles in the newspapers, that spread alarm, 
without substance, about the state of the British economy.31

In his roadmap, outlined in his current best-selling book “The Storm,” Cable suggests an immediate 
monetary and fiscal policy response, and is generally supportive of the Bank of England’s fiscal stimulus of 
quantitive easing, i.e. printing money.  Although not specific in detail, he suggests a number of measures, 
including recapitalization of banks, forced lending, the creation of ‘bad banks’ and lending guarantees.  
Recognizing that these are only short-term, he then looks at how to manage systemic risk in the system.  
These include

• Changing the measure of inflation to include assets.
• Increasing regulation of remuneration and incentives, which currently encourage risk.
• Restructuring tax incentives which currently encourage excessive leverage, or over-borrowing by 

companies.
• Restructuring banks and discouraging or forbidding “investment banking” by retail banks.

Cable certainly does recognize the shadow banking system and the cosmic scale of derivatives, pointing out 
that the balance sheets of “British” banks such as the Royal Bank of Scotland/ Nat West and Barclays “have 
assets and liabilities bigger than the whole of the British GDP”. He also notes how the USA and EU have 
managed to mobilize “$3 trillion (and rising) in capital and guarantees for failed banks, having failed to 
mobilize $300 million to help fight hunger in the midst of a food crisis earlier in the year.  Such narcissistic 
self-absorbtion and twisted priorities do not bode well.”

I agree.  But more is needed than Cable proposes. A holistic solution to the current banking crisis can not 
exclude the ecological environment, which Cable barely mentions. He does briefly mention E.F 
Schumacher’s “Small is Beautiful”, but only in the context of the 1970s fuel crisis, as opposed to 
emphasizing the acute destruction of global natural resources our western banking system has wrought.  
This is why I now turn to look at the policies and roadmaps suggested by the independent think tank New 
Economics Foundation.  They do succeed in proposing holistic solutions, such as their Green New Deal,32 
and developing new indicators such as their Happy Planet Index,33 to complement GDP and demonstrate 
just how ecologically destructive our patterns of consumption are.  

Many alternatives to our present fiat currency systems have been proposed, and the Transition Town 
movement has even begun to implement some local currencies with differing levels of success.  But these 
still sit alongside the existing currency.  What I like about the proposals set out in the NEF paper “Creating 
New Money”34 is that not only does it develop the concept of interest-free money, issued by the government, 
but that it also offers a practical plan for implementation, and provides quantified financial estimates for the 
savings it would generate.

“Creating New Money” simply suggests switching the creation of new money back from private banks back 
to governments, and in doing so saving the UK public £47 billion in “seigniorage revenue foregone.” Because 
banks do not pay out interest on the money they themselves loan out, they generate greater profits than a 
non-bank attempting to do the same thing. In providing commercial banks with hidden subsidies of around 
£21 billion a year, the NEF estimate that annual savings are in the order of £66 billion.  (These are estimates 
from 2000 when the report was written).  “Emma Bradford” from Bath, as quoted in the Daily Mash article, 
certainly would agree with this proposal.

Conclusion

This has been an extraordinary essay to write, for there is a very real risk that we may see the collapse of 
one or more countries, and one or more currencies between the time of writing and time of marking.  



Ultimately, from a holistic point of view, I want to support ecologists and people who care very much about 
the planet.  I do not come from an ecological background, but from a corporate and financial one, and so in 
writing this essay I wanted to look, albeit briefly, at how reforming our global banking system can, at one and 
the same time, move us to authentic sustainability and resilience, as opposed to the illusions of sustainable 
growth and stability promoted by our financial institutions, economists and politicians.

Historically, there have been a number of attempts to reform the banking system, but these have failed due 
to the public, and more hidden and non-democratic structures of financial and political power.  My own 
reaction almost a decade ago was to take as much of my own ‘illusionary’ wealth out of the banking system, 
out of shares, ISASs, mortgage and savings, and to convert them into gold.  This is a short-term strategy for 
the protection of private assets, but it is also a practical method for no longer supporting what I see as a 
corrupt and immoral system.  You can do the same if you no longer wish to feed this insatiable beast.35

While there are many practical proposals in the various papers written by the New Economic Foundation, as 
I have done myself with both my Members of Parliament and Members of the Scottish Parliament, we have 
to visit them in person and set out the arguments for reform.  I would like to see the NEF also produce 
consumer-friendly pamphlets which explain in very simple terms just exactly what money is and why it has to 
be reformed.  As we saw from the Northern Rock saga, people do not trust their banks or politicians, but are 
at the stage of wanting to move their cash from “unsafe” to “safe” banks, which as we now know, are holding 
trillions of pounds of toxic derivatives as assets on their balance sheets.

Ultimately though, it may be that we ultimately need to find spiritual strength and spiritual solutions to the 
coming storm.  For me, I finally found happiness on our course, by meeting someone very wonderful who I 
am now with.  As we now know from what we were taught on the relationships between materialism and 
well-being, it isn’t about the things we have, but our relationships that make us happy.36  A friend told me the 
saying “gratitude is a political act”.  Every time we are grateful for what we have, for what is around us, for 
our friends and family, for mother earth, we feel the need to consume less. This is a political act we can all 
carry out with peace in our hearts.  Feel gratitude, consume less, and work towards a fairer, more humane, 
less insane economy, “as if people and the planet mattered”.37
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