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These Present Discontents, and the Labour Party and Social Credit, 1922.

The Monopoly of Credit, 1931.

The Alberta Expreiment: an Interim Survey, 1937.
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#6427 The New Palgrave S A Dictionary of Economics #~ AN XM QO L VK QoM BE OV 20 ()

Major Douglas, the founder of the Social Credit movement, was born in Stockport, Cheshire, in 1879. After a
period at Pembroke College, Cambridge, he trained as an engineer and then served with the Royal Flying Corps. H
e died at Dundee, Scotland, in 1952.

Major Douglas is best known for his A + B theorem, which his followers used to impress laypersons and exasperate

academic economists. It was based on the claim that all productive organizations make two kinds of payments: grou
p A payments, made up of wages, salaries and dividends; and Group B payments, made up of all other payments t
0 banks and suppliers of materials. In his own words (Douglas, 1924):

Since all payments go into prices, the rate of flow of prices cannot be less than A plus B. Since A will not pur

(<t) The New Palgrave, A Dictionary of Economics, edited by John Eatwell, Murray Milgate, Peter Newman, The Macmillan

Press, 1987, p.920.
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chase A plus B, a proportion of the product at least equivalent to B must be distributed by a form of purchasing
power which is not comprised in the description grouped under A.

By first reducing prices below cost to the individual consumer and then making up this difference between price and
cost by a Treasury issue to the producer, Douglas argued that such an issue of 'Social Credit' would enable undercons
umption to be eliminated without inflation.  The anti-socialist Douglas appeared oblivious to the fact that his scheme
would have required an army of inspectors to fix and supervise the huge number of individual price reductions involve
d.

Social Credit ideas had the largest following in the Dominion economies of Canada, Australia and New Zealand. T
he province of Alberta had a Social Credit government between 1935 and 1972 and British Columbia one from 195
2 t0 1972. In other countries, his followers ranged from the 'Red Dean' (the Very Reverend Hewlett Johnson, De

an of Canterbury) through to the neo-fascist author Ezra Pound.
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