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Session 4 

The Meaning of Money 

 

 

Felix Martin 

 

Actually, I hesitate to start on this topic of the meaning of money, because not only am I here 

with all of you, who are real experts, much more expert than I am and proper scholars, and I 

am basically just a bit of a yahoo, a practitioner in the world of money  I run a bond fund  

but also because I am aware that in no other field than money is there a greater risk of being 

dismissed as a complete crank when you claim to have discovered the meaning of it. I am 

sure many of you will know Paul Samuelson, the great Nobel Prize-winning American 

not one man in 10,000 understands the monetary question, and 

. So here am I, and you have just met me. 

What is a dollar? What actually is a euro, a pound, or yen? Not, of course, a dollar 

note, or a euro coin, or a pound coin, but the dollar, the euro, the pound itself. Well, as Alfred 

the hand 

. That, of course, is true, because a pound, a 

dollar, a yen, a euro, they are just units of measurement of an abstract scale of value. It is 

very easy to think, of course, that they are something physical, and many people have thought 

like that over the years, particularly in times when we had forms of currency that were made 

of precious metal and therefore had some intrinsic value of their own. It is more difficult to 

think of that when we really consider it these days, when most money is electronic, when 

most money is composed of the liabilities of banks, and yet we do still have the habit of 

thinking like that. 

However, it is this feature  the monetary unit  which distinguishes, I think, 

economic value from all these other scales of value that we have been talking about here 

today, these incommensurable scales, more modest scales of value that do not try and apply 

themselves to absolutely everything in the world as the scale of economic value does: 

sentimental value, religious value, honorific value, aesthetic value, and so on and so forth. 

The thing which distinguishes monetary or economic value is that it has an explicit standard; 

a standard unit. But what is this standard? Where does it come from, and what exactly does it 

mean? These, I have always thought, ever since I started studying economics, which is my 



75 

 

subject, should surely be the absolutely canonical and central questions of money and 

monetary economics, and yet the strange thing is that they appear almost nowhere in 

economic consideration of money. Standard classical economics, I am sure you are all aware, 

talks about money as a unit of account, a medium of exchange and a store of value, but most 

economic inquiry has focused on its role as a medium of exchange and a store of value, and 

not on its role as a unit of account, where this unit comes from and what it means. That is 

what our session is discussing this evening. 

In order to make a small contribution for you, I thought I would tell you a story. It is a 

story that I was going to put into Money: The Unauthorised Biography but it got left out in 

the end, so I will tell you it anyway, because it has illuminated the way that I have been able 

to answer this question; and it begins in the 1920s in Cambridge, the Bloomsbury era, in 

honour of Robert. 

The story begins with two figures that some of you will be familiar with: C. K. 

Ogden, the great polymath of the day, and his friend, I. A. Richards, who was to become an 

eminent literary critic. These two men had an ingenious idea, which was a radical reform of 

the English language, to make it simple and clear enough to be learned and used 

internationally. If English grammar, vocabulary and syntax could be dramatically simplified 

and made to follow a small number of logical rules, the meaning of words would cease to be 

a cause of confusion and become instead a framework for objective thought and a spur to 

rational action. This new simplified language would eliminate once and for all the 

obfuscation and misunderstanding that was the root cause of nationalistic small-mindedness 

and the chief playground of the warmongering demagogues.  

its proposed vocabulary of only 850 words  including a mere 18 verbs  in January, 1929.1 

impossible to believe that with so few words anything approaching a passable English idiom 

.2 The two evangelists were not found wanting in this respect. Their 

indefatigable efforts to promote the new system found a ready audience with populations 

sickened by two decades of international strife: Basic English rapidly caught on. An 

orthological institute was established in Cambridge and charged with spreading the system 

round the world: by 1935 it had representatives in 35 countries, from Turkey to the Soviet 

                                                 
1	  C.K.	  Ogden	  and	  I.A.	  Richards,	   The	  Universal	  Language ,	  Psyche	  9:3	  (1929),	  pp.	  1 9.	  
2	  Ibid.,	  p.	  9.	  
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Union, and from Siam to Mexico.3 As the world lurched towards another world war in the 

late 1930s, the Basic English movement achieved ever more widespread popularity and 

support. In 1939, three American foundations paid for 200 teachers to visit Cambridge to 

learn the universal language that might yet save the world. By the autumn of 1939, there were 

no fewer than 8,000 applicants for a session in Basic English at the British Council in Athens. 

And then, on 6 September 1943, in the midst of the war, Basic English achieved what 

looked like its apotheosis: the British Prime Minister Winston Churchill, speaking on the 

occasion of an award of an honorary degree from Harvard, identified Basic English as a 

bright prospect for the post- the headstream of what might well 

be a mighty fertilising and health-giving river . He predict t would be a grand 

convenience to us all to be able to move freely about the world and be able to find 

everywhere a medium, albeit primitive, of intercourse and understanding; an advantage to 

many races and an aid to the building up of our new st . Basic 

English, it seemed, was to be the wonder-weapon of the coming peace. 

Unfortunately, the results of this spectacular endorsement were disastrous. There was 

an immediate shortage of teaching materials, because so many people wanted to study Basic 

English. Then the US foundations stopped funding it, because they believed that the British 

government was funding it  

influence indeed ensured that a War Cabinet Committee for Basic English was set up, but 

only years of tedious negotiations over state funding ensued. They ended in acrimony and 

recrimination, the Committee Secretary concluding at the end of these negotiations that, 

despite his idealistic appearance, Ogden was a very difficult man; inaccessible, violently 

prejudiced and with a most unexpectedly shrewd and even over- . 

The whole thing, in the end, came to nothing, of course. Basic English is completely 

forgotten these days. Ogden himself very sadly ended up retiring to his club in Pall Mall, just 

 idealistic 

origins, ambitious proponents, brief moment in the sun, collapse  is a very familiar one. 

There have been lots of attempts throughout history by starry-eyed mavericks to reinvent or 

reform languages on their own, and they have all, more or less, met the same fate. Even 

Esperanto, of course the most well-known, is really just a plaything for cranks, and the reason 

for that is obvious. Language, as we all know, is a social phenomenon, and it is no good, on 
                                                 
3	  W.T.	  Gordon,	  C.	  K.	  Ogden:	  A	  Bio-‐Bibliographic	  Study	  (London:Scarecrow	  Press,	  1990),	  p.	  48.	  Most	  of	  the	  
details	  on	  the	  spread	  of	  Basic	  English	  given	   	  
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your own, trying to invent your own language and then thinking it is going to take off and 

compete with any of the already existing languages. Languages emerge from the spontaneous 

interaction of people in society, and even grand and well-funded institutions appointed as the 

guardians of linguistic purity do not really have control over them. Yet year after year, men 

and women the length and breadth of France continue to spend le weekend indulging in a spot 

of jogging before tucking into des hamburgers to the sounds of .  

The fact is that almost any attempt to control language is doomed to failure. And 

when the attempt is pioneered almost single-handedly by a quixotic ideologue operating from 

the depths of the Cambridgeshire fens, it becomes frighteningly reminiscent of the surreal 

over-confidence of Humpty-Dumpty when he boasts to Alice in Looking-Glass Land: When 

I  neither more nor less .4 On this side 

of the Looking-Glass, however, a word means what everyone uses it to mean  

point in Humpty-Dumpty or anyone else unilaterally deciding otherwise. 

At least, that seems to be the rule when it comes to eccentric individuals and pedantic 

quangos. The 20th century provided ample evidence that there is however one kind of 

institution that can be really rather effective at manipulating the meaning of language: the 

totalitarian state. During the early decades of Soviet rule in Russia, orthodox theory held that 

language as we know it  along with the state, and indeed money  would wither away as true 

socialism was gradually achieved. The Soviet linguistic scholar N. J. Marr foresaw a future in 

would give up speech  the formal and reactionary 

medium bequeathed to them by the obscurantist past  and communicate directly, by pure 

.5 In the event, language left to its own devices proved frustratingly resilient  

and just as was the case with money and the state, the Party quickly realised therefore that 

what was not going to disappear must instead be press-ganged into the total service of Soviet 

ideology. There was already a robust tradition in Russia of so-  the 

impenetrable idiom of the Tsarist bureaucracy, designed to exclude and baffle the general 

public, and in doing so impress upon them the power beyond question of the state and its 

administrative elite.6 Over the course of the 20th century, the Soviet Communist Party and its 

                                                 
4	  L.	  Carroll,	  Through	  the	  Looking-‐Glass,	  and	  What	  Alice	  Found	  There	  (	  	  	  	  :	  	  	  	  ,	  1922	  [1871]),	  	  p.	  124.	  
5	  F.	  Thom,	  Newspeak:	  The	  Language	  of	  Soviet	  Communism,	  tr.	  K.	  Connolly	  (	  	  	  	  :	  	  	  	  ,	  1989),	  p.	  13.	  
6	  The	  Russian	  term	  is	  duboviy	  yazyk	   	  
French	  as	  la	  langue	  du	  bois,	  but	  for	  some	  reason	  English	  has	  no	  directly	  analogous	  expression.	  Why	  not	  is	  
a	  mystery,	  since	  the	  English	  language	  has	  been	  subjected	  to	  torture	  at	  least	  as	  merciless	  by	  politicians	  and	  
their	  spin	  doctors.	  	  
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imitators around the world would bring this model of turning language into a brutal political 

tool to its highest  or perhaps one should say lowest  perfection. 

The result was the totalitarian language of Soviet Communism darkly parodied by 

1984.7 Through its domination of the 

media and the oppressive wordiness of its culture, the Soviet regime set about deploying 

language as its chief tool for ideological brain- changed the Russian 

. A great many old words are no longer part of its 

vocabulary: the semantic meaning of a great many others has been changed: we have 
8 He was referring to the development of 

the new idiom deployed relentlessly by the Party in all its communications with the people: 

the incessant resort to martial vocabulary, even in the most innocuous of contexts (one 

infamous example saw a Czech Party official 

(one scholar lists 81 different isms , from neutralism to deviationism and practicism to 

theoreticism, commonly found in official journalism and speeches  and these were only the 

impress the determination of events by objective, historical forces; and so on.9  

Outside observers like Orwell objected that however effective this distorted, 

possibility for non-political conversation, and strengthening the power of the Party, it was not 

in fact an exercise in improving language, but in destroying it as a means of free and humane 

communication. Rather than changing the meaning of words, totalitarian language really just 

made words meaningless  and transformed them into a tool, the single purpose of which was 

to impress the power of the Party on its subjects. The appalling depths plumbed by the 

r all, could 

10 And the purpose of the immortal 

-leaf of neo-colonialism, imperialism at last 

                                                 
7	  G.	  Orwell	  1984	  (London:	  Secker	  and	  Warburg1949).	  
8	  Quoted	  in	  Thom,	  op.	  cit.,	  p.	  18.	  
9	  For	  Czech	  official,	  see	  Thom,	  op.	  cit.,	  p.	  28;	  for	  abstract	  nouns,	  see	  J.W.	  Young,	  Totalitarian	  Language:	  

	  (Virginia:University	  Press	  of	  Virginia,	  1991),	  	  
especially	  pp.	  249 50	  for	  list	  of	   isms .	  
10	  G.	  Orwell,	   Politics	  and	  the	  English	  Language ,	  Horizon	  April	  (1946).	  
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11 It is, however, the chilling way 

totalitarian language was used to promote terror that seals his case. The slogan over the main 

work makes 

let a surge of the competitive spirit give 

.12 From the 

perspective of their authors, the flagrant perversion of reality that such sickening statements 

represented was not, as it might naturally seem to a Western audience, a flaw  quite the 

these slogans are not 

intended to persuade the prisoner how fortunate he is: on the contrary, their purpose is to 

remind him that there is no remedy for his abasement, that the regime feels free to treat 

reality with the same contempt that it treats him, and that reality, so defined, is, like himself, 

.13 The literal meaning of the words has ceased to be of any importance at all 

 

incredible lies  advertise the absolute hold which totalitarian regimes have on their 
14 

We must, therefore, modify our earlier conclusion regarding the susceptibility of 

language to deliberate control. Eccentric individuals might not be able to control the meaning 

of words. The state, however, is potentially a different matter. It is in a position to dominate 

the airwaves  so it can achieve a level of influence that the individual cannot. Even more 

importantly, it can set the terms on which its citizens communicate with it  and since most 

citizens rely on the state for something, their language can be made to fit in. The state, 

therefore, can control language and its meaning  even if only, as Orwell pointed out, to 

destroy it as a means of genuine conversation. 

But this conclusion too is not quite correct. The annals of the 20th century are 

depressingly full of the dismal linguistic records of totalitarian states. They also contain, 

1984 is a 

fictional version of just suc

possibility of escape from the false reality which the Party has created with its Newspeak 

when he overhears a working-class woman singing an old English nursery song  

 whilst hanging out her washing. The unexpected departure from the 

                                                 
11	  An	  example	  given	  to	  Françoise	  Thom	  by	  a	  translator	  of	  the	  Novosti	  Press	  Agency,	  quoted	  in	  Thom,	  op.	  
cit.,	  p.	  52.	  
12	  A.	  Solzhenitsyn,	  The	  Gulag	  Archipelago,	  quoted	  in	  Thom,	  op.	  cit.,	  p.	  119.	  
13	  Thom,	  op.	  cit.,	  pp.	  119 20.	  
14	  Ibid.,	  p.	  118.	  
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deadening and meaningless wooden language of the state provides Smith with the crucial 

one another using a germane vernacular, rather than simply demonstrating their loyalty to the 

Party line by repeating set phrases that have lost all literal meaning.  

It is, however, the diary of a great linguistic expert who became trapped under the 

tyranny of Nazi Germany that provides the most famous blueprint for how to escape 

totalitarian language in the real world of the 20th century. Viktor Klemperer was a professor 

of philology in Dresden before World War II, and a Jew. With the ascent to power of the 

Nazis he found his academic activities ever more strictly curtailed  although the 

classification of his wife as an Aryan saved him from the worst persecution for some time. 

Ultimately, he was expelled from his post and placed under house arrest, from which he 

would have been deported to the camps had he not escaped during the chaos of the Allied 

bombing of Dresden in February 1945. As a philologist, Klemperer was acutely aware of the 

sentence structures which were imposed on them in a million repetitions and taken on board 

.15 At first he found his predicament, cooped up in his 

apartment with nothing to do but listen to a constant stream of Party propaganda on the radio, 

hopeless. He hated the fact that he had lost his physical freedom  but he hated even more the 

idea that he might, like the rest of the German-speaking world, lose his ability to think 

properly because of the incessant barrage of Nazi language. But then he had an idea.  

The idea was to keep a detailed record of the Nazi debauching of the German 

language and its effect on political discourse and on everyday behaviour. People were rapidly 

16 He would 

therefore keep a linguistic diary in o

.17  an abbreviation of 

( ). The very title 

itself was an act of resistance  pillorying the Nazi fondness for deploying foreign 

phraseology in order to lend fake cachet to its nomenclature, and its proclivity for 

                                                 
15	  V.	  Klemperer,	  LTI:	  The	  Language	  of	  the	  Third	  Reich	  (London:Bloomsbury,	  2000	  [1957]),	  pp.	  15 16.	  
16	  Ibid.,	  p.	  10.	  
17	  Ibid.	  
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abbreviations in order to exclude those unfamiliar with the jargon.18 

ars first in my diary as a playful little piece of parody, almost immediately afterwards as 

a laconic aide-memoire 

an act of self- .19 Klemperer had discovered a priceless instrument 

of dissent in a totalitarian society  a means of keeping hold of objective reality in defiance of 

the ideological brain-

, he wrote. 

 

 

 

.20 

1984 LTI proved in real life, is 

manipulate meaning, bastardise syntax and turn an ancient and living language into a 

zombified slave of political power  things that individual effort can never achieve, as the 

adventure of Basic English showed. But push things beyond a certain point, and the everyday 

users of that language will rebel. Language is a social phenomenon. Real social life will 

always be richer by far than the limited imaginations of Party ideologues  consisting as it 

does of the genuine human wealth of family and friendship rather than Olympian abstractions 

like class struggle and racial purity. Vernacular language will always find a way to hold its 

conversations on these most humane of topics  to break the bounds in which a totalitarian 

state attempts to shackle it once they become too oppressively tight. 

What is the point of this story about language: the impossibility of inventing it on 

your own; the potential of the state to manipulate it, but the way that people can get round 

that manipulation, if it becomes too extreme? Well, because I think the monetary standard  

which is a very elusive topic, especially to us economists, because we are trained not to think 

about it  is a very, very good and close analogy. 

First, the monetary standard is intrinsically social. You cannot invent it on your own. 

A famous economist once said  I cannot remember who it is, but Robert Frank might be able 
                                                 
18	   Klemperer	   explained	   the	   former	   tendency	   as	   follows:	   Garant	   {guarantor}	   sounds	   much	   more	  
persuasive	   than	  Bürge	   {supporter},	   and	  diffamieren	   {defame}	   far	  more	   impressive	   than	   schlechtmachen	  
{run	  down} .	  As	  examples	  of	  the	  latter,	  he	  gave	  the	  HJ	  (Hitler	  Jugend	   	  the	  Hitler	  Youth);	  the	  BDM	  (Bund	  
deutscher	  Madel	   	  the	  League	  of	  German	  Girls,	  the	   	   DAF	  (Deutsche	  Arbeitsfront	   	  
the	  German	  Labour	  Front,	  the	  Nazi	  trade	  union	  organization).	  Ibid.,	  p.	  9.	  
19	  Ibid.	  
20	  Ibid.,	  pp.	  9 10.	  
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to remember  but o anyone can issue 

. And that is not quite right. I mean, it is 

true that anyone can write IOUs, and  depending on how other people rate your 

creditworthiness and the liquidity of these IOUs  they could circulate as money. Anyone can 

do that. That is just a private money. There are lots of those, but this famous economist was 

making an important prior assumption: that these IOUs are denominated in dollars or euros or 

pounds or something  an existing unit of account. Because what no one can do is issue their 

own money, regardless of how creditworthy in issue they are, denominated in their own 

private monetary unit. It would be quite literally meaningless. No one would understand what 

they meant.  

Second, the state is not like you and me, however. It is very large and very influential; 

almost everyone has to deal with it regularly, and it can to an extent dictate terms. So the state 

 especially a totalitarian state  can mess around with the meaning of words. And when it 

promises to pay do have a very significant effect on the value of the monetary standard and 

the extent to which the general public use it to denominate private assessments of economic 

value. That is why hyperinflations are so invariably associated with the collapse of sovereign 

credit and the legitimacy of the state itself.  

ntrol of the monetary standard is not absolute. If the 

monetary standard, like a totalitarian language, becomes so detached from reality as to be 

why when inflation gets out of control, for example, people start to redenominate prices in 

dollars or euros  hard currency  even though there might be no dollars or euros actually in 

circulation. That is quite a common thing to happen. There are historical examples  such as 

Italian exchange bankers during the 16th century, or much more recently in Argentina after 

their crisis  of coming up with a new standard all of their own. Anyway, in either case they 

find themselves a monetary standard that will actually serve its stated purpose, which is the 

coordination of monetary society, to replace the one that the state has rendered senseless. 

What was the point of asking this question as to the meaning of money, and why have 

I said all this about the monetary standard? It is because if you believe that there are problems 

with monetary society  that it is prone to excess and wasteful competition (that was a subject 

that Robert Frank dealt with in the first session); that it produces inequality; that it is prone to 

debt crises (when you have fixed nominal contracts with varying expectations, you always 
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end up with these debt crises)  then we are bound to ask: How should we resolve these 

problems of monetary society?  

We have heard several answers already today. We heard  although I may be putting 

 well, 

we should reduce the scope of monetary society. We should reduce the extent to which 

money is the coordinating mechanism. We should canalise . 

We heard about what we were discussing in the last session: John [Milbank] was describing 

various sorts of micro-

and their objectives or to try to capture them in a web of legislation which makes them do 

things more sensibly, but not fundamentally changing money itself. We heard from Robert 

Frank this morning a very persuasive argument about fiscal measures, tax and expenditure, 

and how that could improve things. Again, not changing money itself but trying to use fiscal 

measures outside that to make the outcomes of monetary society better. 

I want to suggest that there is one very obvious tool and lever  this is what I am 

going to end with  that we have not discussed yet. If you think money is deficient in these 

respects, there is a problem, because we are stuck with it. It is not going to go away. On the 

other hand, if money is a social technology, there is an opportunity, because you can do 

something with money itself, not with stuff outside money: fiscal measures, legal measures 

and so on. You can do these as well, they are not mutually exclusive, obviously, but there is 

one obvious and very effective lever available to tackle these ills, and it is nothing other than 

the manipulation of the monetary standard itself by a democratic sovereign under the rule of 

law. 

What I am talking about I think has a lot of relevance to our time right now. We are 

living with a huge overhang of debt, which is constraining the economy, which is the 

expression in many countries, in Western Europe, of a great inequality between age groups 

and between rich and poor people. There is something, a single thing, a very simple thing to 

do, which we could do to correct these ills. It is not exclusive, as I said, of all these other 

things that we have been talking about. It is, of course, to aim for some years of inflation so 

that we can have a situation like we had in the 1970s here in the UK. That was a decade 

during which my retired grandfather living off his pension was impoverished, while my 

young parents were able to buy a great big house. My parents were terribly worried about 

their mortgage at the beginning of the decade  but by the end of it they were not worried at 

all, because inflation had eroded the value of their debt. Inflation had, by the very same 
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ration, 

which I do not believe would have been achievable by any kind of fiscal or microeconomic or 

legal changes. Yet it was done with one pull of a single lever. 

 


	Session 4
	The Meaning of Money

