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PRESS PACK
This pack contains briefing information in support of the proposed letter from a number
of prominent figures to The Times Letters Page calling for a Royal Commission into the
economic system. Highlights are: 

- Vast changes undermining traditional financial and economic assumptions have taken
place in recent years.

- Given these changes, can we have confidence that traditional remedies for our present
difficulties will be effective?

- Do politicians have an adequate grasp of the fundamentals as they operate in 2010?

- To what extent is economic and fiscal policy now determined by the EU and other
supranational bodies?

- Three in-depth inquiries were held at times of economic upheaval in the 20th Century
and it is now time for another one.

- One of those inquiries was triggered by a group letter to The Times.

- Only a Royal Commission would have the powers and resources necessary to address
the full range of problems thrown up by this upheaval.

- Only a Royal Commission would be free from control by the executive.

- The advisability of setting up a Royal Commission “in the reasonably near future” was
mooted by Lord O’Brien (ex-Governor of the Bank of England) in 1985.

- Twenty-five years later, we are still waiting.

Read on ...
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“Like the English Constitution, the English credit system is a living thing, that has grown
out of its past and is growing into its future. Past, present, and future are thus one
continuing process, and no one can hope to understand its present, still less to peer into
its future, unless he knows something of the past that is part of them.”

- Financial journalist Hartley Withers, 1915
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1.  1955 AND 1957 TIMES LETTERS CALLING FOR AN ECONOMIC INQUIRY

A letter published in The Times on 14th November 1955 (“Economic Inquiry Suggested” with 14
prominent signatories), followed up with another on 28th February 1957 (“Britain’s Financial
System” with 12 signatories), called for a major inquiry into the British financial system.   

These letters to The Times successfully contributed to the setting up in 1957 of the Committee
on the Working of the Monetary System, chaired by Lord Radcliffe, which reported in 1959.
This was one of the three such major inquiries held during the 20th Century.

The late Edward Holloway, of the then Economic Reform Club and Economic Research Council,
tells the story in chapter 8 of his book “Money Matters”, which is available in pdf format from
http://www.ercouncil.org/historical_publications.php (go to 1987 in the table).

(Note the book does not give the correct publication dates of the Times letters, which were 14th

November 1955 and 28th February 1957.)

Pages 65-67 of the book describe the Times letters; pages 67-68 describe the subsequent
deputation to the then Chancellor, Harold Macmillan; and pages 68-70 describe the Radcliffe
Committee and the value of the published evidence submitted to it, despite some
disappointment with the final report.

Our new letter argues that another inquiry of similarly broad scope is needed in the context of
2010, and that (unlike the Radcliffe Committee) only a Royal Commission is adequate for the
task (further reasons for this are given in section 4 below).

The 1955 letter to The Times stated “few of the political leaders fully understand the measures
which should be taken … there is much evidence of uncertainty and confusion … There is a
lack of confidence that the measures proposed will produce stability in our economic life …
Even the Governor of the Bank of England has voiced doubts”.   These sentiments are echoed
and amplified in the current economic situation.

The 1957 letter stated “no systematic study of the monetary system, by an officially appointed
body, has taken place for more than a quarter of a century” and refers to “the vast changes that
have taken place since the Macmillan Committee findings were published”.   A similar situation
now pertains, with no such official study having taken place since the Wilson Committee report
of 1980, and even more far-reaching changes (mentioned in section 6 below) having taken
place since that date.

The 1955 letter suggested “the time has come to reconsider our economic, fiscal and monetary
policies and their effect on the lives and welfare of the people living in these islands”.  This is
our vision again today.
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2.  PREVIOUS MAJOR INQUIRIES INTO THE ECONOMIC SYSTEM

“It seems to be a tradition to have an enquiry into the financial system in the United
Kingdom about every quarter century.”

- [Wilson Report , 1980, paragraph 1]

1929 – 1931
Macmillan: Report of the Committee on Finance and Industry (Cmd. 3897)
(Labour government of 1929 set up a committee chaired by Lord Macmillan to investigate the
relationship between finance and industry.)  “To-day, however, the main trouble is not a limitation
of the amount of available bank credit, but the reluctance of acceptable borrowers to come
forward.”  Macmillan Report, Addendum 1 “Proposals relating to Domestic Monetary Policy to
meet the present emergency”, page 191 paragraph 6.  This issue was later referred to as “the
Macmillan Gap” and reappeared in many similar reports right down to Cruickshank in 2000.

1957 – 1959
Radcliffe: Report of the Committee on the Working of the Monetary System (Cmnd. 827)
(Conservative government of 1957 set up a committee chaired by Lord Radcliffe to look at the
working of the monetary system.)  The Radcliffe Committee stressed the need for better
reporting:  “Its recommendations led to publication of the Bank of England “Quarterly Bulletin”,
December 1960, the collection of monetary statistics, and the publication of CSO “Financial
Statistics”.”  House of Commons Hansard, 20th December 1994, column 1079, Written Answers.

1977 – 1980
Wilson: Report of the Committee to Review the Functioning of Financial Institutions
(Cmnd. 7937)
(Labour government of 1977 set up a committee chaired by Sir Harold Wilson to investigate the
functioning of financial institutions.)

Although none of the above was a Royal Commission they were all far reaching inquiries. We
believe that in light of recent developments (not least the Inquiries Act 2005) only a Royal
Commission will be able to perform a similar in depth review of the economic system (see
section 4 below).

A number of other inquiries that looked at specific issues have taken place since 1980 (such as
The Cruickshank Report and The Griffiths Commission) but none of them investigated the
economic system in its entirety, unlike the three listed above.
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3.  A ROYAL COMMISSION WILL ADDRESS WIDER ISSUES 
THAN ARE BEING CONSIDERED

The recent UK banking crisis led initially to only very narrow inquiries by the Treasury Select
Committee. For instance when, during the Northern Rock inquiry, the Governor of the Bank of
England, Mervyn King blamed EU laws for his inability to intervene earlier (see section 5 below), the
Treasury Committee's narrow remit left this issue unexplored. 

Inquiries by the Treasury Select Committee focus only on specific issues, in line with their strictly
limited remit.  This, “as determined by the House of Commons, is to examine the expenditure,
administration and policy of HM Treasury, HM Revenue & Customs, and associated public bodies,
including the Bank of England and the Financial Services Authority.”  (Treasury Committee website)

Among subsequent inquiries, the Bischoff Report of 2009, undertaken by a number of high-powered
City figures, was primarily concerned with considering how best to regulate the banking system in
the light of recent upheavals.  The Independent Commission on Banking set up by the present
government promises likewise to focus on returning to the satisfactory economic fundamentals
which, it is implied, existed prior to deregulation.

But is a return to the status quo ante really what we should be aiming for?  As chief executive of
Which?, Peter Vicary-Smith points out, in relation to the conclusions of his organisation’s own Future
of Banking Commission, “Banking didn’t work for people before the crisis”.  One might question
whether, for increasing numbers of people, the economy as a whole did.

What is needed now is an inquiry into the fundamentals of the entire financial and economic system,
in the spirit of the previous inquiries. We echo the view of the late Lord O'Brien that a Select
Committee would be totally unsuitable (see end of section 6 below) – a Select Committee does not
have the resources for the breadth and depth of this task. 

A Royal Commission would be in a position to make a more wide-ranging investigation, not only
covering the immediate crisis but having the freedom to consider related concerns raised by
signatories to the letter calling for this inquiry, such as:

� the ethical dimension of economic activities;
� the dubious relationship between well-being and GDP;
� the difficulty in reconciling a systemic demand for growth with sustainability;
� deficiencies in the present tax system;
� the prevalence of the two-wage-packet family, resulting in high levels of stress and financial

insecurity within the domestic unit;
� the effect upon unemployment figures of automation and the IT revolution, now making even

skilled and highly educated workers redundant;
� an increasing reliance on low-wage, part-time employment supplemented by benefits;
� the widening gap between rich and poor, and the growth of a permanent underclass;
� the persistence of “poverty amidst plenty” even in generally prosperous regions, and even

during the recent “boom” period; 
� the pensions time bomb, with any raising of the retirement age further increasing competition

for the diminishing number of high-quality jobs available;
� the unsustainable levels of private debt (in particular mortgages) as well as public debt;
� the ongoing sale of national and local infrastructure and businesses to transnational

corporations;
� and many more  ... 
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4.  WHY ONLY A ROYAL COMMISSION WILL DO – THE INQUIRIES ACT 2005

The validity of parliamentary inquiries has been called into question since the Inquiries Act of
2005.

Amnesty International said that the Inquires Act allows inquiries to be "controlled by the
executive which is empowered to block public scrutiny of state actions”.

At the ninety-third session of the United Nations Human Rights Committee held in Geneva in
July 2008 the Committee expressed concerns about inquiries into murders in Northern Ireland.
In their report they stated: 

“the Committee is concerned that instead of being under the control of an independent
judge, several of these inquiries are conducted under the Inquiries Act 2005 which allows
the Government minister who is responsible for establishing an inquiry to control
important aspects of that inquiry. (art.6)”
(see Report CCPR/C/GBR/CO/6, 30 July 2008 - http://www.icj.org/IMG/CO_UK.pdf)

A Royal Commission would not be subject to these concerns.

A Royal Commission has considerable powers, generally greater even than those of a judge
(within its terms of reference), such as the ability to summon witnesses under oath.
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5.  THE EU DIMENSION

The Governor of the Bank of England Mervyn King blamed EU laws for his inability to intervene
earlier in the Northern Rock crisis, specifically the Market Abuse Directive (MAD) part of the EU
Financial Services Action Plan, which according to the FSA “introduces a common EU approach
for preventing and detecting market abuse and ensuring a proper flow of information to the
market.”

But MAD is not the only EU or even international intervention, and these supra-national
interventions have existed for many years.  This was highlighted in the Radcliffe Inquiry Report
of 1959 which states:  “Co-operation between national monetary authorities has become much
closer and more highly organized over the past generation.  There have been regular
consultations at the B.I.S. between European central bankers throughout most of the past thirty
years.  The monetary authorities of the countries of Western Europe are also assisted in
harmonising their policies by the discussions that take place in the Organisation for European
Economic Co-operation: the operations of the now defunct European Payments Union and of
the European Monetary Agreement by which it has been succeeded have obliged them
regularly to take stock together of their common problems.  There has also been created, in the
International Monetary Fund, an international organisation which, although occupying a more
subordinate position in post-war monetary reconstruction than its founders had hoped, may yet
come to play the part of an international central bank.”  (Paragraph 666, Committee on the
Working of the Monetary System, 1959).

Even the independence of the Bank of England, heralded as a bold move by the Labour
government to stop the boom-bust economic cycles, looks as though it may have been
motivated by second stage requirements for economic and monetary union laid out in the Treaty
establishing the European Community (Maastricht). 

Clarity about the EU's role in our economic system is surely of great importance, particularly in
light of the current euro-zone crisis unfolding in countries such as Greece.
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6.  HISTORICAL BACKGROUND / NEED FOR A NEW INQUIRY

The 1980 Wilson Report noted: “It seems to be a tradition to have an enquiry into the financial
system in the United Kingdom about every quarter century”.  The Wilson committee was the
third major investigation of the economic system in the 20th century - its predecessors were the
Macmillan Committee on Finance and Industry, which reported in 1931, and the Radcliffe
Committee on the Working of the Monetary System, which reported in 1959. Historical
precedent suggests that a further inquiry should have taken place in the first decade of the 21st
century.

The purpose of such inquiries has been not only to investigate but also to educate, as noted in
the 1931 Macmillan Report:

“In view of the generally uninstructed state of the public on matters of finance we have
from the outset recognised that not the least important service we might render would be
to act as interpreters of the working of the monetary system and to make its main
principles intelligible to the ordinary mind.  Indeed, if our recommendations are to
commend themselves to the public to whom they are addressed, they must be preceded
by an intelligent appreciation of the problems to be solved.”
- Macmillan Report (Committee on Finance & Industry), 1931, paragraph 6

“The economic experts have evolved a highly technical vocabulary of their own and in
their zeal for precision are distrustful, if not derisive, of any attempts to popularise their
science.  Moreover, agreement among the professors of the science is, as we have
experienced, even harder to find than it generally is among experts and in their anxiety to
avoid controversy they tend to avoid committing themselves to any definite conclusions.”
- ibid

Despite increased media coverage and economic training in the interim years, the Wilson
Committee still noted in 1980 that:

“The working of the financial system remains mysterious to many people, and, being
mysterious, attracts suspicion and criticism.”
- Wilson Report (Committee to Review the Functioning of Financial Institutions),
1980, paragraph 6

The previous inquiries serve as an important snapshot of the economic system - an invaluable
historic record collected together in one place.  Such snapshots offer policy makers and the
public a means of understanding past events that can assist in future policies. The Wilson report
included a historical background that puts into context the scale of changes between inquiries -
the report noted that:

“Most commentators agree that a number of important changes in the UK economy date
from the years 1966-1967.  It is obvious that the oil price rise at the end of 1973 marks
another turning point.  We have therefore considered the developments in the UK
economy in three phases.  The first runs from the report of the Radcliffe committee in
1959 up to devaluation in 1967; the second is from devaluation to the oil price rise in
1973; and the third is from the end of 1973 to the present.  It is extremely difficult to
interpret the most recent events correctly and to put them into context.  But 1979 was
marked internationally by a further sharp rise in crude oil prices and domestically by the

8 press@credituk.org.uk



+++ CR£DIT PRESS PACK  +++

election of a government committed to a different direction in economic policy, and may
in retrospect also come to be regarded as a major turning point.”
- Wilson Report (Committee to Review the Functioning of Financial Institutions),
1980, paragraph 20

Since the Wilson Report there have been enormous changes to the economic system in the UK,
many of these linked to the 1979 change of government that the Wilson Report predicted would
be seen as a “major turning point”; these include:

Deregulation
The Financial Service Act
The Building Society Act
‘The Big Bang’
The Exchange Rate Mechanism (ERM)
Black Monday
Private Finance Initiative (PFI)
Independence of the Bank of England
Formation of the FSA
Basel Capital Accords
Derivatives trading
The dotcom bubble
Self-certified mortgages
The sub-prime mortgage crisis
Record levels of consumer debt
Bank bail-outs
Quantitative easing … to name but a few ...

Just one of the changes listed above, the 'Big Bang' reforms of 1986, was considered so
significant by a former Governor of the Bank of England that during a 1985 House of Lords
debate he suggested that it would warrant a Royal Commission along the lines of the Macmillan
and Radcliffe inquiries. The late Lord O'Brien of Lothbury noted that such inquires are held at
regular intervals and that therefore another was overdue (it is not clear why Lord O'Brien
omitted the Wilson inquiry from his list of past inquiries). It is also worth noting that Lord O'Brien
had been the principal witness for the Bank of England (as its Chief Cashier) to the Radcliffe
Committee in 1957. During the 1985 debate Lord O'Brien said:

“on to the question of whether there should be a Royal Commission on the monetary
system. There was Macmillan in 1930, Radcliffe in 1957, 27 years later, and here we are
28 years after that. There would be a case for another Royal Commission. In my opinion
a Select Committee of this House would be totally unsuitable. One must have in such a
committee a broad selection of people of first rank with knowledge of these matters and
able to make contributions. I suggest that with the so-called "Big Bang" awaited in the
City next year and all the changes in the financial system which may well result from that
—and certainly will result from it—it would hardly be timely to set up another such
committee or Royal Commission now; but at some time in the reasonably near future it
would be a useful thing.”
� House of Lords Debate, 'Money Supply and the Private Banking System',  27
November 1985 ( http://hansard.millbanksystems.com/lords/1985/nov/27/money-supply-and-
the-private-banking#S5LV0468P0_19851127_HOL_198 )

Almost 25 years on such a Royal Commission has still not taken place.
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7.  LORD MYNERS ILLUSTRATES URGENT NEED FOR INQUIRY 
TO INFORM PARLIAMENTARIANS

It is not clear whether any of the country's leading players has a clear enough understanding of
the interactions between the many components of the current economic system to be able to
make sound, consistent and informed policy decisions.  A large scale inquiry, empowered to
take evidence from all parties, would give the best opportunity to remedy this.

This is well illustrated in a 25th January 2010 Guardian article, where Lord Myners (then
Financial Services Secretary) said: “We all need banks to take risks. If banks were not willing to
borrow money on short terms (from our deposits, which we can remove at any time) and lend it
out on long terms (to businesses and homebuyers), our economy would not function.”  ('You are
right to be angry. The banks should have to pay for state backing', Guardian 25th January 2010,
http://www.guardian.co.uk/commentisfree/2010/jan/24/banks-taxpayers-bailout-bonus).

Contrast Lord Myners' comments with a description of how loans are issued by high street
banks in the 1931 Macmillan Inquiry Report: “It is not unnatural to think of the deposits of a bank
as being created by the public through the deposit of cash representing either savings or
amounts which are not for the time being required to meet expenditure. But the bulk of the
deposits arise out of the action of the banks themselves, for by granting loans, allowing money
to be drawn on an overdraft or purchasing securities a bank creates a credit in its books, which
is the equivalent of a deposit.”  (Paragraph 74, Committee on Finance & Industry Report, June
1931).

A similar description is given in the Memoranda of Evidence submitted to the Radcliffe
Committee by the Bank of England in June 1957: “...a bank may pay for a security purchased
from a customer merely by making an entry in its books to the credit of that customer's account;
or it may make an advance by means of a similar entry.  In either case, an increase in its
deposits will occur.”  (Paragraph 2, Principal Memoranda of Evidence Volume 1, “The Control of
Bank Credit in the United Kingdom”, Committee on the Working of the Monetary System, 1960).

Inquiries such as Macmillan and Radcliffe used to be conducted roughly every 25 years so that
politicians could stay informed.  Lord Myners' statement would suggest either that he has
misunderstood the way in which banks issue loans or that the banking system has radically
changed since these previous extensive parliamentary inquiries.  Whichever is true, this
illustrates why there is clearly an urgent need for a Royal Commission into the entire economic
system to properly inform parliamentarians and public alike.
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9. CR£DIT LETTER TO THE TIMES

The following letter, signed by twenty prominent figures from different walks of life, was
published in The Times newspaper on Thursday 8th July 2010. The full list of signatories is listed
in section 10 below.

Call for a royal commission into financial system

Sir, 

The turmoil in the City and in world financial markets continues and we have yet to understand
its full cost. This is already recognised as the profoundest crisis at least since 1929; but how did
we get to this point?

At the time of the 1929 crisis, the government set up the Macmillan committee to investigate the
relationship between finance and industry. In 1957 — prompted by letters to The Times — the
Radcliffe committee was set up to look at the postwar monetary system. And in 1977, after the
secondary banking crisis, the Wilson committee was asked to investigate the functioning of
financial institutions. These committees had wide remits that looked across the entire UK
financial system.

Since the Wilson committee there have been fundamental changes to that system, from
deregulation and the independence of the Bank of England to global speculation of dizzying
scale and complexity.

The Wilson committee observed that there seems to be an inquiry into the financial system
“about every quarter century”. A new inquiry into the fundamentals of the entire system is long
overdue and urgently needed, if we are to order our financial affairs sustainably for the long
term.

This inquiry needs to be much broader and deeper than recent Treasury Committee inquiries
and the forthcoming Independent Commission on Banking. It would best assure public
confidence if a royal commission, of wide remit and prestigious membership, were to be
charged with this task. We therefore call upon the Government to set up a royal commission of
inquiry into the workings of the entire economic system.
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10. LIST  OF  SIGNATORIES

Andrew Phillips (Lord Phillips of Sudbury)

Professor Lord Harries of Pentregarth, House of Lords

Jonathon Porritt, Author and Broadcaster

Colin Dexter, OBE, Author and Educationalist

John Christensen, Director, Tax Justice Network

Rt Revd Dr Peter Selby

Dr Manazir Ahsan, Director General, Islamic Foundation

Anil Bhanot, Hindu Council UK

Rabbi Jeffrey Newman, Director, Earth Charter UK

Bert Schouwenburg, International Officer, GMB Trade Union

Carlos Ruiz, Emeritus Professor of Engineering Science, University of Oxford

Professor Timothy Gorringe

Chris Brown, FNAEA (Honoured) FNAVA, Former President, National Association of Estate
Agents

David M Triggs, Executive Chairman, the Henry George Foundation of Great Britain

Miles Litvinoff, Co-ordinator, The Ecumenical Council for Corporate Responsibility

Rev Paul Nicolson, Chair, Zacchaeus 2000 Trust

Revd Canon Lucy Winkett, St Paul's Cathedral

Canon Giles Fraser, St Paul's Cathedral

Sacha Adams Stone, Chairman - Humanitad Foundation

Diana Basterfield, Co-Founder, ministry for peace

For names and contact details of those signatories willing to be interviewed by the me-
dia, please contact CR£DIT at press@credituk.org.uk
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