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BETTER
UNDERSTANDING
MONEY
[All quotations in bold font are from the works of L. Ron Hubbard.]
Everybody knows what money is, right? Money is what you have in your
bank account or what it takes to pay your bills. It’s what you need to pay
your staff or to send your kid to college. And usually it’s what you don’t
have enough of.
However descriptive these statements, none define “money.” To make more
money or manage money well, whether it is your personal or business
finances a full understanding of money is necessary.
“Basically money is ‘an idea backed by confidence.’
“The idea is that the exchange of goods or services kind for kind is
too clumsy. To carry your dozen eggs all over town until you find
someone who has bread he will exchange for your eggs so you can
have bread is too clumsy. That is called a ‘barter (trading) system’ and
is used in primitive tribes. To solve this, men get the idea of making
metal or slips of paper represent the eggs and the bread. Thus you
don’t need to look all over town. Anyone will buy your eggs that want
eggs and give you money and anyone who has bread will accept
money for it. Like: one money particle is worth five loaves of bread
or one dozen eggs or two hours of manual labor or one booklet or a
square inch of land or—or—or.
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“Confidence comes in that the money
particle (piece of metal or paper or
some such symbol) WILL be further
accepted after you have accepted
it for your eggs. This extends to
confidence in the country that issued
the coin or the paper.
“As metal has other uses – gold,
silver, copper, bronze – it is more
likely to have confidence placed
in it as the country could go broke
and one would still have his metal.
With paper one has to have more
confidence in the country.
“So MONEY is only something that can be exchanged confidently for
goods or services. It is a symbol which represents value in terms of
goods or services.”
In this electronic age where a piece
of plastic inserted into a card reader
or simply waved by the sensor is
the exchange medium, it’s the same
principle of “an idea backed by
confidence.”
This cuts the whole subject of money
down to the bone. When you gain
a firm understanding of the above
you will be able to see through the
economic fog that fills the minds of
people the world over.

Better Understanding Money, Page 4

Let’s do a little exercise on “the idea”
portion of the above excerpt:

1. IF YOU WERE PAID $100 FOR
TRIMMING A TREE IN MY YARD,
WHAT WOULD THE $100 PAID
TO YOU THEN REPRESENT?
ANSWER: The $100 would
represent the value of the service
you delivered (a trimmed tree).

2. IF YOU WENT TO THE
GROCERY STORE AND BOUGHT
GROCERIES WITH YOUR
$100, WHAT WOULD THE $100
REPRESENT FOR THE GROCER?
ANSWER: It would represent the
value of the groceries that you
purchased.

3. WHAT DOES ALL THE MONEY
IN YOUR PERSONAL BANK
ACCOUNT REPRESENT?
ANSWER: It represents the value
of all the products and/or services
you have delivered.
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4. WHAT DOES ALL THE MONEY
IN YOUR COMPANY’S BANK
ACCOUNT REPRESENT?
ANSWER: It represents the value
of all the products and/or services
sold and delivered by your
company.

5. IF YOU WERE PAID $100
FOR DOING NOTHING,
WHAT WOULD THAT $100
REPRESENT?
ANSWER: The money would
represent the value of nothing.
This does not mean that you
cannot buy things with the money,
but:

6. WHAT WOULD HAPPEN
TO THE CURRENCY IF
TOO MANY $100 BILLS GO
INTO CIRCULATION WHICH
REPRESENTS NOTHING?
ANSWER: The currency, in the
long term, would become diluted
and worth less because it no
longer represents production of
goods and services.
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You may have thought you were getting a great deal – getting money for
nothing. That, however, turns out not to be the case. When a reservoir
of money representing value of goods and services is diluted by money
representing nothing, the value of the currency becomes less. And when
money is worth less, prices go up.
The “backed by confidence” portion is simple enough. Here in Florida (or
any state in the United States), employees are paid in dollars. They are not
paid in pesos or Russian rubles because these money particles will not be
accepted at the grocery store or any other store or anywhere else in the
country except banks that trade currencies.
If you are an American selling a
service to some business in South
Africa, you would want to set the
price in dollars. Why? There is
more confidence in dollars than
in South African rand. This is true
throughout the world. There is a lot
of confidence in American dollars.
There is also a lot of confidence in
British pounds.
There is also a lot of confidence in
gold, silver, platinum, copper, etc.
A lot of people invest in precious
metals. I doubt that anyone is
investing in Turkish lira.
Bottom line is that money represents the value of produced articles and
services. When it doesn’t represent the value of produced articles and
services, things get very unstable.
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EXCHANGE AND ECONOMICS
When you stray from this bedrock fundamental about money, an economy
will destabilize:
1. “An INFLATION exists where there is more money in circulation
than there are goods.
2. “A DEFLATION exists where there are more goods than there is
money to buy them.
“These two laws can be twisted about at will to confuse people. But
that’s all there is to know about either an inflation or a deflation, or
booms or depressions either for that matter.”

So how can you get more money in circulation than there are goods?
Well, you get more money in circulation than goods when the money
doesn’t represent value. You have to step back and look at things from the
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perspective of exchange.
For example, a company
on Wall Street starts selling
mortgages that have dubious
value because they were given
to people who weren’t really
financially qualified. The money
paid for these mortgages
bought less value than the
money used to purchase them
– a lot less. I call these sorts of
packages “dog **** in a fancy wrapper.” This practice violated the bedrock
fundamental of money to such a degree it brought about the international
economic downturn of 2008.
The media would have us believe that economic stability has something
to do with how the stock market is doing. The stock market is watched
like a hawk by stock traders and the ups and downs of the stock market,
as reported each day by the media, really have nothing to do with the
condition of the economy at large.
Governments believe that economic
stability has something to do with
flawed economic theories and the
Federal Reserve Bank who think
they can control an economy by
raising or lowering interest rates.
It just isn’t so. The only thing that
will stabilize an economy is the
exchange of goods and services
at a price that markets are willing
to pay and which affords the seller
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enough profit to continue and expand. This also requires that individuals
have enough money to purchase goods and services.
As a result of not understanding the
basics of money, most countries
are broke and being propped up by
central banks. Politicians are simply
fools when it comes to the subject
of money. They overspend like mad
men and then “borrow” from the
Federal Reserve Bank who then
prints more money. Collateral for
this phony arrangement comes from
taxes levied against citizens. It just
goes on and on as though there will
be no consequence.
I have surveyed employers and employees throughout the world by asking
these simple questions:
• Do you think that it is okay to spend more money than you personally
make?
The swift answer has always been
“No.”
• Do you think it is okay for your
business or the business you
work for to spend more money
than it has?
This question usually requires a
few seconds to think about it. The
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general response has been, “No, but a business can get away with it for a
longer period of time than I can as an individual. They have a better chance
of getting a loan from the bank.”
• Do you think it is okay for a country to spend more money than it has?
The general answer, without much time to think about it is, “I don’t think it
matters. The government can print more money. I can’t do that. I’d go to jail
if I did.”
This tells you that misconceptions abound on this subject. There is an awful
lot of false data out there. The subject has been made horribly complicated.
Start thinking of money as a substitute for barter. The invention of money
was a better solution to barter as it enhanced the ability to reach markets
outside one’s sphere of operation. It was always intended to represent the
value of goods and services.
Money was not intended to increase
wealth without production. The Law
of Exchange (equal or greater value
for equal or greater value), when
violated, gets even. It gets even,
quickly or slowly, at once or in time.
But IT ALWAYS GETS EVEN.
If you want to have a stable business that can and does expand, it would
be wise to get trained on the subjects of money and economics. Such
training exists in our Hubbard® management and administrative based
material. As these are courses you do online, you don’t have to travel
anywhere to do them.
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This training deals with true fundamentals as they relate to groups and their
survival. With such knowledge under your belt, you will be in a position to
see through the smoke and mirrors that make things more difficult than they
are.
Truth cuts through the hardest steel.
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