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SUMMARY OF A DISCUSSION BETWEEN DR. H.G. PEARCE AND JOHN ZUBE ON DEVELOPMENT OF INDIA.

(For years I had mislaid these notes and tried even to reconstruct them from memory. Only today I managed to find them again, in my file on the New Hebrides. I believe that in some respects this summary expressed my own ideas on this better and clearer than I myself could. - John Zube, 31.12.1985.)

---------------------------------------------------------------------------------------------------------------------------------------------

INDIA HAS A CURRENCY FAMINE.
This is shown by UNEMPLOYMENT, LOW PRICES and HIGH INTEREST RATES. (To this I added later: No full monetary freedom as yet. Barter and subsistence production are still wide-spread.)

Common speech recognizes that "they have no money". In 1878 Hyndman said that India's famines are FINANCIAL famines. The shortage of Capital is secondary to the shortage of MONEY.  Lack of money restricts trade and the result is that gains from trade give no surplus for capital development. Indeed, it is surprising that any surplus is achieved at all. Lack of CAPITAL is no reason for unemployment or difficulty in sales. If capital is lacking people have to work MORE  owing to INEFFICIENT EQUIPMENT. Surpluses cannot be expected when existing tools and man-power are not being fully used. 
   Money shortage cannot be cured by inflation, taxation, loans or even by foreign aid. 

The FIRST STEP must be to  f r e e    t r a d e  in goods and services so that every potential exchange can be mediated.

Only MONETARY FREEDOM can give the OPTIMAL supply, which should be independent of the supply of GOLD, SILVER or FOREIGN exchange.
   All that is needed is the RIGHT to transform ILLIQUID ASSETS into PRIVATE NOTES having limited, local and temporary circulation.

   POTENTIAL ISSUERS and their "COVER". Here only private, cooperative or municipal paper money WITHOUT legal tender is mentioned, i.e. NOTES which may be freely refused, quoted or discounted and hence which will receive all the circulation they deserve and would not circulate at all without a sound basis recognized by voluntary acceptance of theses tokens. The first three examples are chosen only to recall the traditional alternatives to FIAT MONEY: -

1) MONEY LENDERS no longer FORCED to deal with the scarce State-supplied legal tender money could set up local banks of issue, operating on the old 'banking principle'.

2) LOCAL GOLDSMITHS or COPPERSMITHS could make use of free coinage, even full-value copper coins, which are still practicable under present conditions.

3) MUNICIPAL AUTHORITIES could use local script money based on and accepted at face value for LOCAL RATES and to the extent that federal taxes are locally collected and spent. After this reform the extortion of taxes would no longer resemble the torturing of a deaf and dumb man in the attempt to extract a confession from him.

4) LOCAL GENERAL STORES could issue GOODS WARRANTS or purchasing certificates or shop-token money with shop foundation. Where such shops are missing, they could be established on a co-operative basis.

5) LOCAL TRADESMEN - builders, bakers, barbers, tailors, physicians, solicitors, judges etc. could issue, preferably in association CERTIFICATES accepted in par in payment for goods, services or debts.

6) Small scale local PRODUCERS, especially farmers with some surpluses for sale could issue, alone or in association, GOODS-WARRANTS  that they would accept at any time at par, in payment for goods, services or debts.

7) Hotels, cafes etc. could issue PURCHASING CERTIFICATES. 

There are many other potential issuing centres, e.g. Notes of Landlords for rent payments, of teachers for school fees, of churches for contributions, Railway money, Bus Money etc.

Wider ASSOCIATIONS of potential issuers would widen the circle of potential acceptors. But, for foreign trade, there is no need for them to unite into a SINGLE MEANS OF PAYMENT.  

(Gap here, 2 pages, or continuance????)

No, PRIVATE  media of exchange cannot and will not be issued often or with success to finance LONG-TERM LOANS directly - but they could be used indirectly for SUBSCRIPTION to long-term loans or for purchase of securities. IMMEDIATE COVER by GOODS or SERVICES in daily demand and ready for sale is required  - as it is for PRESENT current means of payment.

   What would be the results of this basic reform?

Money lenders would lose their power, peasants, merchants, and workers would become independent of local money-lenders and of the scarce exchange-medium supplied by the CENTRAL BANK. (This SCARCITY continues partly even IN INFLATIONS.)

Repayment of debts would depend solely on the capacity of debtors to supply products or services.

   Monetary freedom would permit WANTS (both of VENDORS and of WORKERS) to be transformed into effective DEMANDS.

   Monetary freedom would maximize the possibility and the incentive to save for long-term investments because

   a) It would allow production for a market & accumulation of savings.

   b) No danger of inflation to discourage investors.

   c) No ceilings on returns from investments.

   d) Risk of investment would be less because sale of products would be easier.

   e) Repayment of debts would no longer be dependent on scarce and monopolized media of exchange.
   Competitive issue of purchasing certificates would permit  gradual* purchase of land and industrial capacity, thus achieving ACCESS to the MEANS OF PRODUCTION in a RIGHT and PEACEFUL manner (without calling on the STATE and on EXPROPRIATION BY TAXATION - HGP). 

J.M. Zube: 

(*) Here Dr. Pearce was a bit too short in his summary. "Gradual" means here that goods warrants etc. could be used to facilitate the purchase with bonds and the repayment of the bonds, by being the agreed-upon means of payment to pay back the bonds with which the land or industrial capacity was acquired.

As Ulrich von Beckerath said in "Must Full Employment Cost Money?", page 1198 of the PEACE PLANS No. 10 issue of this work:

"What working man has ever considered that if the body of workers of a factory or of a large estate paid the owner quarterly one-fiftieth of the value of the undertaking and that seventy-nine times, the workers would own the undertaking, provided the owner is satisfied with an interest rate of 1 1/4 % quarterly on the debit balance remaining at any time?

Such low interest rates will become practicable and attractive again - after monetary freedom, in particular the abolition of legal tender and the issue monopoly of the central bank, has done away with the inflation risk. - John Zube, 31.12.1985.

==========

I searched today in vain for the original of Dr. Pearce's summary, which may have come to 4 pages, in hand-writing.

- J.Z., 11.1.2001.

