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In recent years, there has been a renewed interest in the field of money theory of
Frederick Soddy (1877-1956). Soddy was a British chemist in the early 20th century. He worked
with Ernest Rutherford (1871-1937, Nobel Prize in Chemistry 1908) to study radioactive
elements and was himself awarded the Nobel Prize in Chemistry in 1921 for his work on isotopes.

Soddy spent the first ten years after he got a professorship at Oxford University in
1919 focusing on the study of economics, particularly on the theory of money. The experience of
World War I had taught him that even the best science and technology could be disastrous to
humankind without a prudent social regulation. Soddy particularly lamented the fact that the
private issue of credit money had become a system that neglected the second law of
thermodynamics and called for its social control.

As a policy measure, Soddy advocated 100% reserve money, in which banks would be
required to hold full reserves of state paper money on all deposits. This is usually regarded in the
history of economics as being the work of Irving Fisher, but Soddy actually preceded him. Soddy
also pioneered the introduction of a floating exchange rate system at a time when a fixed
exchange rate system based on the gold standard was taken for granted.

This money theory of Soddy’s is seen as the beginning of today’s ecological theory of
money, which argues for monetary reform to prevent uncontrolled proliferation of wealth in light
of ecological constraints. In fact, Soddy’s understanding of money is often inadequate ; for
example, we can predict that 100% reserve money will not work if we properly consider the
structure of banking. Nevertheless, we can learn much from Soddy’s pioneering idea to relate
ecology to the monetary system and the need to explore this topic is growing ever more urgent

today.



