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                         The Valun Club

The monetary unit will be called the valun, which is com​pounded from the words value and unit.

The world exchange, through which it will clear, will be called the Valun Exchange.

The charter members of the Valun Exchange will be drawn from the Valun Club, which is composed of those who by read​ing these pages and collateral studies gain a true comprehen​sion of money, its implements and exchange mechanisms.

Members of the Valun Club will enroll by subscribing Five Dollars and will receive-the Valun Monographs and are entitled to correspondence questions and answers on the subject of money, the valun, and the Valun Exchange.

Upon receipt of enrollment, a perforated sheet certifying membership in the Valun Club with number and autograph will be sent by me.
E. C. Riegel

Forward

After considerable reading of orthodox opinion I was forced to conclude that none of the so-called authorities, past or present, really had a comprehension of money. The average man has not even an opinion, he has merely superstitions. By rationalizing the subject independently I have gained the comprehension that those who undertake to write on money really discuss trade, exchange, finance, values and the histori​cal experiences with and speculations upon the use of debt instruments as exchange media in lieu of money. The true concept of money forever eludes them.

When one really comprehends money it becomes obvious that a vague sense of money came to the mind of man with the idea of value, which is to say that it was born with rea​son, for when man became able to reason he was able to evaluate. To evaluate is to moneyize; to implement evalua​tion is to monetize. The association of the value idea with the money idea, has continued in the mind of man without the comprehension that the latter is the mathematics of the former.

Thus we have always, since the age of reason, had the money idea, but it has been involved and confused with the value idea. No psychologist thus far has been able to differ​entiate them; to define money as a vehicle for expressing the relativity of value. As the temperature causes the mercury in a thermometer to expand and contract, so the mental process of evaluation causes money to expand and contract in commodities. The mind is the thermal element that controls mon​ey, but the analogy ends there, because of the law of relativity which governs evaluation, and hence money. Contraction of money in one commodity does not mean condensation; it means its expansion in some other commodity. Money is not inflatable and deflatable as commonly believed. It cannot ex​pand in one commodity without contracting commensurately in another, and vice versa. The law of barter, or if you please, supply and demand, is merely facilitated and not altered by money. On the other hand, debt and debt instruments, which up to now have masqueraded as money, do alter and distort barter, hence our economic and political perversions.

It is my belief that these few pages mark the beginning of the bibliography of money and I shall be chagrined if it expands much. Nothing could more conclusively prove that it is unscientific. (If the student finds my refusal to apply the term "money" to the prevailing media too strained, I suggest that he apply the term "debt money" to the existing media and "asset money" or merely "money" to the medium herein defined).

The study of money, like other branches of economics, has become general only because it is not a science. If there were a few men who understood it the millions would neither need nor care to understand it. If we press a button, and it works, we seek no further. If it doesn't, we ask for a special​ist. If he cannot be found, we begin to delve. The button marked "money" is really debt exchange and it hasn't worked. Let those who understand money couple with the button so labeled the right circuit to make it work and it will cease to be a popular subject of inquiry.

Of course, I do not pretend that the job of writing about money is finished with these pages. It is merely begun, but I do not plan to add much to them, because I believe that it is far more important to perform than to theorize. The actual operation of the World's first money exchange, (which should also be the last and only) will do more missionary work than a million books, because it will be dramatic and will steal the show from any front page news. It is far more essential, therefore, that a few moving spirits who comprehend the principle of money initiate action, to be joined in by a larger group, who perhaps do not understand so fully but are hope​ful and curious. To this I look forward.

To gain a wide free dissemination of the Law of Money, as herein stated, an effort was made to have it printed in the Congressional Record and distributed through the franking privilege. Being a constituent of Senator Wagner, and he be​ing a member of the Banking and Currency Committee, he was asked to negotiate this plan. Congress adjourned, (August 26th, 1935) without this accomplished and I now resort to this method. To give date to the promulgation of the thought, as well as to record the effort, I am reproducing the covering letter and manuscript as presented to Senator Wagner.

While the new idea of money has completely missed Con​gress, let us be grateful to the last and previous sessions for the fulsome demonstrations given, that the old idea does not work, even though Washington has marshaled the highest authorities to guide legislation and executive policy.

If it be true as herein asserted that the money-creating power is not only inherent in the private individual, but that it is undelegatable, it may be seen why the efforts of the law makers and the President, as well as all political efforts every​where, have been so futile. The solons have been dealing with debt and debt instruments under the delusion that they were authorizing, issuing and regulating money.

For crass ignorance, however, they have not surpassed the bankers and financiers, but I am inclined to speak softly of these in the same spirit that prompted Captain Philip of the Texas at the battle of Santiago Bay, to say "Don’t cheer, boys, the poor devils are dying". With the declining rates of inter​est, which is the debt merchandiser's only commodity, the bankers are moving gradually to the brink. Thanks to the Roosevelt policies there is no longer a separation between the banks and the government; the banks are but so many branch​es of the Treasury. Therefore the government, by continu​ously weakening the banks through monopolizing retail cred​it and forcing down the prices for wholesale credit is really undermining itself and the whole debt structure. The debt institution is doomed and the bankers are merely on the dole, pending the end. They are obliged to take the bonds and notes issued by the government even though it is destroying their business and the government is obliged to issue these low interest bearing instruments rather than non-interest bearing currency because to deny the bankers their dole is to cause panic. In due course the absurdity of the purchase of gold and silver merchandise at fantastic prices will be disclosed; the banks will find that their gold certificates are worth no more than their real estate bonds and Uncle Sam will discover that he has contrived another international share-the-wealth plan surpassing in stupidity the war loan delusion.

​

When Roosevelt entered office he found the banks suffer​ing from a depositors walkout. He ended that by putting the government back of the banks. Then with his credit policies he forced a borrowers' walkout, which in turn will force a stock​holders' walkout. Thus the "money changers" are approach​ing the third and final phase of their devolution. Debt mer​chandising is coming to its natural end, though speeded by an econoquack who tried to save it.

The imminence of the collapse of debt economy does not imply "monetary" inflation under present conditions. Inflation is a condition of relativity. Private debt instruments may be inflated (commonly called boom) in terms of sovereign debt instruments (including, of course, currency), but sovereign debt instruments may be inflated only in terms of other sovereign debt instruments to which they may take flight. Since there are no sounder debt instruments than those issued by the U. S. Government, there can be no "monetary inflation" in the United States until money comes. In other words, no so-called monetary unit can be inflated unless it is at most second best in the scale of creditability. With the advent of money, there will probably be precipitate inflation of all so-​called money (debt instruments) throughout the world. This will mark the complete collapse of debt economy and the rise of money economy. In the meantime, we will have inflation talk and scares in ratio to monetary ignorance.

The liberation which money will bring to mankind will transcend anything ever conveyed by the political connotation of that term. Political democracy can go no further in freeing man until it is itself emancipated by economic democracy whose sheathed sword is money.

Capitalism must remain on the defensive until it is freed from debt economy and thus also freed from its critics. Col​lectivist theories will pass into limbo as will the mongrel breed that has sprung from mating collectivism and individualism. Those who observing the cycles and other spasms of our pres​ent economy make a blanket condemnation of profit, fail to distinguish between the virtue of profit as a reward of industry and the vice of confiscation through control and manipulation of exchange media. "Production for use, not profit" will be seen as an anomaly, for use is profit in the true sense of a pure capitalism. Money is inherently free. When it comes, free and uncontrolled trade, stimulated by the hope of gain, will dissolve all our economic problems.

E. C. RIEGEL

Next, we have a letter from Riegel to Senator Wagner:

July 10, 1935

Ron. Robert F. Wagner, Member, * 

Banking and Currency Committee,

U. S. Senate, Washington, D. C.

Dear Senator:

After a number of years effort to find authoritative guidance in the study of money, I prepared a research questionnaire and presented it to the world authorities who Professor Irving Fisher wrote me were among the "very few persons in the world who understand the real meaning of money". When the symposium with my reviews was com​pleted, I presented it through Senator Copeland to the 73rd Congress. It has since been published under the title "The Meaning of Money.

I found it as difficult to rationalize the writings of the highest authorities as lesser ones. There is utter confusion throughout the world in the parliaments, colleges, banking circles, editorial rooms and the homes of the people. I have at last reached the comprehension, that the befud​dlement springs from the fact that mankind has thus far followed the abortive effort of trying to express money through debt. Thus, what we have operated on up to now is a debt economy, and not a money econ​omy. There is no literature on money.

When we comprehend that the existing system is a debt economy, it becomes easy to understand the recurring cycles of inflation and defla​tion, with their disruptions to exchange. Debt generates interest, and interest is the inflationary element because it has no basis in value, and must therefore ultimate in deflation. While there can be no money mon​opoly, there is a debt vending monopoly that completely subjects ex​change.

To free exchange from the evil of debt economy, I have striven to make a true statement of the money concept, which I hope may form the basis of a money economy, and thus attain the facility and security and freedom that we all hope for. Capitalism under a money economy may and should be entirely virtuous, perverted by a debt economy it is necessarily vicious.

I am enclosing "The Law of Money" with Introductory and Com​mentary, which I offer as a contribution to economic thought. May I, through your good offices, secure the reproduction of this, together with this letter, in the Congressional Record? With this accomplished, I hope through the franking authority to secure a wide dissemination and possible American leadership in the establishment of the first money exchange, which, in accordance with the principles of money as stated, would naturally be an international exchange, thus disposing of foreign exchange and the stabilization problem.

I await your acknowledgment and thank you for your courtesy.

Very truly yours, (Signed) E.C. Riegel

*Senator Wagner made no response to this or a following letter dated July 29th.

Monograph One, The Law of Money, Introductory

Society has not yet realized money. In the absence of money, instruments of debt have been utilized. These instru​ments are promises to deliver money, which delivery has been continuously deferred through the centuries by further pro​mises and pyramiding of interest increment. The period now closing is the era of finance or debt economy which has per​verted exchange, produced the parasitical "money changer" caused mal-distribution of wealth and the evil expansion and contraction of credit known as the business cycle.

The approaching demise of debt economy and emergence of money economy mark the end of the intervention of the state in exchange, and the emancipation of both commerce and state from financial bondage. It is man's ignorance of money that has permitted a debt economy to misuse the po​litical power, to the prejudice of industry, thrift, and the natu​ral rights of private property.

The Law Of Money

Money is the mathematics of value. Its accomplish​ment is the liberation of the value concept from phy​sical image, thus permitting vicarious barter. Its unit is the smallest value. Its computing unit may be any commonly accepted multiple thereof. In the process of value appraisal, money is conceived in mathematical relativity, and. accordingly incorporated in the com​modities evaluated. Thus, its sum is the sum of all appraised values, and commodities become the reservoirs and measures of money. Its transfer is a concomitant of commodity exchange, and such transfer may be accredited, by the transferee of the commodities through a money manifest or otherwise, in terms of computing value units. To serve the purpose of money, such money manifest or other record, must, by mutual agreement of exchange participants, assure the holder the reciprocal power to requisition commodities and accredit their transfer, in an equivalent sum of value units.

Commentary on the Law of Money

Since the sum of money is always coextensive with the sum of values, there can be neither shortage nor surplus of money, and hence no inflation or deflation of money.

The money manifest, if impressed upon matter of no commercial value, needs never be scarce, and its volume nat​urally responds to the needs of trade. Hence there is neither need of, nor possibility of "money management". Money has no inherent powers and therefore can be neither vicious nor virtuous.

Since the power to evaluate commodities is inseparable from the rational mind, the money creating power is inalien​able from the individual trader, and the issuance of money manifests or other records is an undelegatible prerogative of the buyer. It follows, therefore, that there is no sovereign money power other than man, and no "money monopoly." Though money issuance is the prerogative of the individual trader, the obligation to honor it is the collective obligation of all exchange participants. Hence money is never an expres​sion of private or political debt.

Money has no value, nor influence upon values; cannot be appreciated or depreciated; is not a measure of value, nor a store of value, and since it is not self-generating, has no increment.

Since the conception of money is spontaneous, and the cost of producing money manifests is not a commercial factor, interest, discount or other charges cannot be justified.

Omnibus convertibility, or vicarious barter, is the essence of money economy. Therefore, money cannot be identified with precious metals or any other commodity, nor can a sum of money be sealed in any commodity, because the sums of mon​ey contained in all commodities are constantly in flux under the influence of commercial appraisal. The expansion and contraction of the sum of money abiding in each commodity is exerted by a mental process of traders in the act of free exchange. Such expansion and contraction do not affect commensurately the sum total of money, since the flight from one commodity is compensated by the flight to others, in the process of relativity by which evaluation is determined.

Since money is the mathematics of value, constitutional or statutory provisions “to regulate the value thereof” obviously can have no applicability to money. There can be no political mandate on money, and it is immune to all legislation. It has no national or social identity or geographic boundary; it limits are the limits of trade.

The End of Monograph One

Monograph Two, The Collapse of Debt Economy and The End of Interest

The employment of debt as an implement of exchange by bankers and tradesmen is the basis of prevailing economy and has a history reaching back almost to the beginning of ex​change. It expresses itself through promises to deliver the currency of a political state though in earliest times it was entirely non-political. The words, dollar, pound, franc, etc., ​which make up the terminology of debt instruments, while not as definitive as the ancient promise to deliver a specific commodity, are deemed to have greater certitude because the state which sponsors it is not subject to the laws of private exchange or thrift and can not become bankrupt unless the community becomes exhausted or rebellious.

A state of itself is nothing. It cannot give anything to the citizen; it can only take from him. He must first invest it with power, which it in turn uses to extract his substance. Citizenship, whether imposed or sought, implies the obligation to pay tribute commonly called taxes, and this obligation running from the citizen to the state is the foundation of the state's money system. Therein alone lies the substance of government fiat. A note or coin or bond or debenture or any other promise by a political state to pay, is immediately or ultimately but a quitclaim for tax assessment.

Taxes being a universal charge against citizens and the issues of the government being receivable therefore, it may be seen that government money has a real basis for circulation. But it has its limit. This limit is the maximum tax burden and the maximum tax burden is limited to an equitable ratio of government service to all services that go to make up the cost of living.

We may pause here to contemplate the thought that the expanding government issues must (since they are limited by the maximum collectible tax) press for increase in government service so as to broaden and justify the tax base. Thus the so-called capitalist system (more properly called the debt media or finance system) is through demands upon govern​ment largesse, itself the promoter of government entry into the fields of private enterprise, a tendency which it abhors. Stated otherwise: Tax income must balance government ex​penditures. Increasing tax income requires additional govern​ment service to economically justify it. Thus the government must either render more service or the currency becomes wat​ered (inflated) by lack of actual values. The demand for gov​ernment expenditures or non-recoverable loans is therefore in fact though not in fancy a demand for socialization.

The association of government issues with gold and silver storage or reserves is gratuitous window dressing, indulged because of the imagination that such an exhibit is necessary to make the issues acceptable. That the fiat is in nowise de​pendent upon the gold or precious metal reserve is shown by the fact that the dog fiat may at any time (if it is healthy) wag the gold "value" (price) tail. When President Roosevelt entered office the fiction had long existed that an ounce of gold was intrinsically worth $20.66. He fiddled with this figure and finally (with reservation of the right to change his mind) decided to "value" an ounce at $35.00. He thought he was "devaluing" the dollar. His logic was similar to that of the cock who after a long season of crowing at the rising sun reached the conclusion that the crowing was the cause and the rising was the effect. All Mr. Roosevelt actually did was to use the unimpaired fiat of the United States to make a market for gold under the delusion that he was thereby making a market for everything. The imagined power to make the market of every​thing implies also the power to break it. How fortunate then for us, that the White House is a fool's paradise. The subsidy that Mr. Roosevelt ordained for gold holders and miners and holders of foreign currencies that are convertible into gold and thus convertible into dollars is but one of the many extravagances being practiced in the current econoquakery.

The student need give no serious consideration to gold and silver political hoards, except to note that they are the least valuable of all government assets and also to realize that assets do not have the force and significance with governments that they have with private persons. If a government fails, there remains no legal power to allocate its assets to creditors and as long as it is a going concern its taxing power is the only essen​tial. As previously stated, no matter what it promises to "pay," the sole power and merit of such promise is the release from taxation that it gives the holder. In Part III we shall consider the function of gold as a translator in international exchange but here we may dismiss it as an unimportant factor in gov​ernment debt issues in which issues currency must be included with all other treasury promises.

When exchange among men was limited and when gold formed a larger proportion of all exchangeable wealth, gold and certificates of gold deposit served to mediate the limit​ed volume of trade. As its inadequacy became restricted, the device of debt was created. This was the practice of promising money, the promise serving in place of what had been known as money, namely the chosen mon1ey metal and its certificates. 

The most acceptable promise was the promise of the state but, as pointed out, that also found its limitation in the ap​proximate tax limit. The business of the money changers has always depended upon the factor of media scarcity and their interests developed the government sponsored and regulated lending mechanism. The money lending industry is the busi​ness of promising to deliver government promises. The govern​ment's promises are called money and the lender's promises are called credit or credit money.

Society being ignorant of its inherent money power has sought its needs for exchange media by "borrowing" from so-called money lenders. A bank "loan" is a ledger entry or "deposit" against which the borrower may make drafts and which drafts are used to mediate exchange. The deposit or loan and the drafts against it are expressed in the simple word dollar. It is the significance of this word that is all important in understanding the debt system of mediation and the sub​stance of the debt structure in the United States.

Dollar is a word adopted by act of congress as the money unit of the United States. It is the name of a unit of value relativity which was established by designating a certain sum of gold as criterion and concurrently making a market for gold on the basis of such designation and terminology. As stated, money is the mathematics of value and unless and until some unit is established there can be no relativity and without relativity there can be no mathematics and no money. To establish therefore a unit by some sponsoring authority is the first essential of a money system. But this is not a continu​ing service. It may be compared to the keynote in music. Once it is struck the harmonies begin and the keynote has lost all power. All the legislative efforts of congress to regulate or con​trol money have been absolutely futile. It has legislated on debt but not on money for money cannot be legislated either in​to being or out of being. The constitutional provision that "congress shall coin and regulate the value thereof" (money) can be given no rational meaning except as it authorizes con​gress to make a market for the metal that is used in coins. The words "regulate the value" cannot sensibly apply to money since money has no value. Nor can money be coined, though coins in any metal may, like paper, act as money manifests.

Congress of course did not start money or did any other parliament or convention of men. Money started when trade started. Congress merely stated what it meant by the word dollar and the people being dissatisfied with the many colon​ial currencies gladly accepted the leadership or keynote and adopted the new relativity. The dollar disposed of "foreign exchange" among the states as there was now one monetary language for the whole nation displacing the various state currencies.

The sovereign power of a political government over money is an utter myth. The only power the government has over money is an exchange power the same as any other trader and the only power any trader has over money is to affect relativity of values by act of exchange. This may be a perversive power as by monopoly or other restraints upon the free action of sup​ply and demand. Indeed it is just such perversive power that the government exerts when it fixes the price of gold or silver or controls wheat or cotton or uses the taxing power to distort exchange. By artificially altering the relativity of any commodity the government (or private trader) affects the general price level because a compensatory change takes place in the price of other commodities in self-defense. This is the law of price relativity.

If, as stated, money is the mathematics of value, what is value? Value is the relativity of desire. It is arrived at in the mind by comparing one thing with another and therefore everything establishes its value in terms of something else or the same thing at a different time or place. A standard of value in the sense of a fixed, commodity value is impossible since nothing is unchangeable in its desirability or relativity. This is not to say however that value has no unit. Value has a unit even though it is not determinable. The smallest value, whatever it may be at any time, is the unit of value or the numeral one. Let us say that today it is a grain of sand. Such an entity is beneath the plane of commercial value, but if it is a com​ponent of a wheelbarrow of sand the sum of grains have value and more value if they are actually in the barrow and portable and still more value if transported to the place of their use.

Let us now imagine that the wheelbarrow of sand is brought to a market place where traders meet. A shoemaker, a tailor, a saddler, a poultry man, a wheat farmer, a corn farmer, a cattle raiser, a candlestick maker; each brings his wares. In the haggling that follows each makes an effort to evaluate the commodity he desires in terms of his own commodity. Value is a common quality that is running through all the commodities, but under the operation of the law of supply and demand the content of value in each is constantly subject to change. The total however (i.e. the sum of all values in the universe of values) is changeless. The total of all values is no greater today nor will it be greater tomorrow than when men​tal appreciation or evaluation began. Whatever comes into life merely takes its proportionate part of the whole of value. Values vary quantitatively, as fractions of the unchanging whole of value.

What actually takes place in trading is the determination of relatives of values and this mental process is the act of monetizing. It is a process of fractualizing or multiplying, depending upon whether the thing evaluated or compared is of greater or lesser desire than is the criterion of value. It is a mathematical process and hence the definition: money is the mathematics of value.

The act of moneyizing began with the first trade, which was long before the science of mathematics dawned and hence man was unable to comprehend money in the abstract. He fol​lowed the urge to materialize or symbolize the spirit of value and after objectivising it, of course fell easy prey to supersti​tion and fetish. No subsequent thinker up to this time has been able to free his mind from this confounding idea of a value standard which though pursued as an ideal of money is m fact anathema to money.

As the act of moneyizing is psychological, so the act of monetizing is material and it should be noted that both are sequences and not antecedents of exchange hence trade pro​duces money and money cannot produce or induce trade. The act of monetizing i.e. creating the money manifest is in es​sence nothing but recorded accountancy, but the earlier trader was unable to evidence value except with value. He could not isolate the evidence of value from the valuable. Therefore he resorted to valuable things to intermediate other valuable things. Later he was able to comprehend the promise to deliver value and we shall see how he became ensnared in debt in his pursuit of the incomprehendable money medium.

Let us now return to the market place previously visua​lized. Taking arbitrary relatives let us say that the tailor with a pair of trousers undertaking to dicker with the wheat farmer estimates his commodity to be worth five bushels of wheat and that the farmer concurs in this. The tailor's unit of value is trousers and to him a bushel of wheat is 1/5 of a unit. The wheat farmer's unit is a bushel of wheat and he regards the trousers as five units. From this it may be seen that whether the unit is large and divisible or small and multipliable is immaterial; the relativity alone is essential in the act of mon​eyizing. The next day the ratio under the influence of supply and demand might be 4.5 to 1 or 5.25 to 1. This constant flux without a standard of value, disturbed man and caused him to strive for the unattainable with ultimate resort to arbitrarily declared standards "enforced" by law .The oneness or unity of value in its totality was not comprehended.

Value is fixed but values (fractions) are volatile. They are uncapturable and uncontrollable because they are subject to the mass mind, which has no stability and no governor. They cannot be shut off from the ceaseless agitation of public opinion. The same sum of value may abide in a cubic centi​meter as a cubic yard of matter and tomorrow the substances of these cubes may hold widely varying value content. No commodity has a wall that can resist the ingress or egress of value. It is psychological and moves in contempt of physics. The minds of traders in concurrence governs the value content of all commodities. No physical measure nor psychological meter or control can be contrived. Commodities are the reser​voirs of value because value can abide no where else but no one commodity can ever hold a fixed amount of value and only the minds of traders can invest a commodity with value or divest it thereof. The total of value invests the total of com​modities in constantly changing relativity. The concept of mathematical relativity of values is the concept of money.

We will assume now that the envisioned marketers in​cline to take the sheep as the most desirable common commodity for a trading base or criterion. (Among the Romans it was the ox or pecus from which word pecuniary derives). If we make the sheep one and adopt some arbitrary relatives we might get under the decimal system the following:

Barrow of sand           .10
Chicken                   .10
Horse                5.00

Bushel of corn            .10
Cow                        3.00
Sheep                1.00

Bushel of wheat          .20
Harness                 2.00
Shoes                  .50

Candle                          .01
Hog                        1.00
Trousers            1.00

Thus the composite would total 14.01. At the particular time of this imagined meeting of traders' minds, the sheep serving as the comparative criterion, (or the numeral 1) represents about 1/14th of this universe of value But almost during the time it takes to relate it, a change has taken place. Men's minds have changed; hence the relative value of the sheep has changed; more of value has either inhabited it or some has escaped from it. But a compensatory deficiency or surplus abides elsewhere in the total inventory. Nothing has been lost; nothing has been gained except to the individual tra​ders (as owners of the commodities whose values have risen or fallen). In other words, the sum total of value is unchanging and hence money which is the mathematics thereof is always co-extensive, never deficient and never excessive. As stated the total of value in the example is 14.01. Had the candle been taken as the unit the total of value would be the same but the total of the mathematics of value (money) would be 1401. 

It is conceivable that the marketers, after gaining the concept of money as here outlined, might effect their exchang​es without the scratch of a pen or a record of any kind. Their exchange would nevertheless be a perfect money exchange and it is important to note this before we pass to the physical record of money. Had they agreed to utilize some pieces of paper marked in a peculiar way for identification and each trader held in advance of the trade numbers of these pieces in ratio to the agreed value of their respective commodities they would have materialized or monetized their money.

It is in taking the step from moneyizing to monetizing that every past effort of man has failed. He has invariably striven to perfect a standard of value because he could not comprehend that exchange operates under the law of rela​tivity which knows no absolute. His monetary efforts have always miscarried because he has tried to use as the money medium some intrinsically valuable commodity or a paper cer​tification of a fixed measure of value. Since there is no fixed measure or standard of value identifiable with any commodity the effort has and must continue to be abortive. Since value exists in all things and since value when mathematically com​puted is money, it is possible to convey money with gold or cheese or anything else to the extent of their intrinsic value. The purpose, however, of a money medium is to isolate value accountancy from value itself so that a sum of value may find its equivalent anywhere and be not related to specific things all of which are constantly changing in their value content. That orientation is the quality wherewith money accomplishes its high purpose of emancipating trade from barter. Men's ignor​ance has to this day kept this spiritual weapon of liberation sheathed in a scabbard of materiality. The pure money medium when it comes will be an instrument intrinsically valueless, evidencing the transference of a value that is unidentified with any commodity but which has a relative requisitionary power upon all.

The main mischief of the standard of value delusion lies not in the distortion it causes to the price level. The law of relativity operating through exchange has a way of neutralizing such distortion by compensatory price rises. The great evil lies in the companion errors of placing dependence upon sponsorship for the standard of va1ue and the limitation of the money medium to a reserve, and providing no free money exchange.

The monetary unit whatever it may be called and however deviously or undefinably it is arrived at gains a certain signi​ficance as trade terminology and a government may, by em​ploying it in the purchase of a specific commodity such as gold, raise the price (but not the value) thereof to where the price is above the value. With the price pegged above the value, the price of course remains stable and thus the illusion of a stan​dard of value is created.

The next folly is the assumption that money to have de​sirability must be made valuable and scarcity is resorted to, just as if money were subject to the law of supply and demand like commodities. Thus the scheme of artificiality calls for political statutes stipulating that there shall be no currency issue in excess of a specified ratio to the gold reserve which as we have noted is fictitiously valued.

Following these two errors of commission there follows an error of omission. This is the failure to provide a mechanism whereby the buyer who is the sole issuer of money (no matter how involved the whole monetary scheme may be) may func​tion and create the exchange media necessary for trade with​out gratuitous charges.

The absurdities of "standard of value" and gold reserves and currency limitation are nothing serious because in spite of them there is more currency than is needed. The limitation of currency is functional and not administrative. It serves only for petty transactions, is very inconvenient and even useless in the vast majority of commercial transactions. The larger transactions require instruments with a specific payer and payee, namely checks. The rendering of this essential service is made a monopoly of the banks, to which commerce must pay tribute. Under the politico-financial scheme of things the busi​ness man must go to the banker and pay a lending fee for what is merely a clearance service. The government even subjects itself to this tribute-taking device by "borrowing" from banks whereas it could create deposits just as well by non-interest bearing currency or other notes.

Now let us see how the debt system thus set up preys upon business and unbalances exchange. A businessman pledges assets for a loan at the bank for say $1,000 for 90 days at 6%. The banker enters a "deposit" to the credit of the borrower in the sum of $985. The borrower gives his negotiable note due in 90 days for $1000. The 985 figure goes into the bank's liabilities and the 1000 figure is entered in its assets. The borrower has promised the bank $1000 in currency which he does not possess and the bank has agreed to promise the payees of the borrower-depositor's checks the sums thereof in currency which it possesses only in part. The borrower-de​positor has until due date to fulfill his promise while the bank's promise is subject to payment on demand. As a matter of fact neither the borrower-depositor nor the bank wants or expects currency dollars and the banker knows that only a small part of his client's checks will call for cash. The system rests upon the non-serviceability of currency as an exchange medium except to a minor extent and the necessity of utilizing checks. Banks honor checks (bookkeeping entries) on each other and thus the clearance of paper promises goes on with only a small cash demand. Normally the depositor-borrower has been credited and debited with checks on other banks (or de​positors of the same bank) and he may meet his note without anything but promises of dollars having passed through and accumulated in his account. The condition under which this process goes merrily on is what the banker calls confidence and we shall see that it is illusion.

Let us now (to use simple figures) assume that 1000 banks have each loaned 1 million dollars and that with normal turnover this continues for a period of ten years at a rate of inter​est of 6%. Simple arithmetic shows that the billion dollar total of loans has "earned" 600 millions of dollars in interest and that commerce retains only 400 million dollars of unmortgaged exchange power against a billion dollar debt to banks. The dollar volume has been watered or inflated 150% because inter​est has no value base. All illusions ultimately dissolve and when doubt or evidence of non-liquidity appears, we have what is cryptically called the cycle. This phenomenon which we are asked to fatefully accept is nothing other than the periodic collapse of the debt structure following a fool's paradise called boom. The dollars written into the commercial paper are of course non-existent as currency and even if they were they would not serve since what business needs is exchange power in draft form and not currency. For the government to step into a crisis with more currency is futile because it does not supply what is actually needed, namely exchange facilities. The stupid effort of the banks to collect dollars that exist only in fancy runs its course until forced selling in the vain effort to get dollars brings down prices, wrecks debtors and banks which have in turn become debtors, whereafter something causes a new illusion or period of confidence to occur and the cycle renews itself.

If the exchange system dealt solely in equal credits and debits it would maintain itself like any bookkeeping system but if the bookkeeper-banker with each entry deducts a gratu​ity for himself the result of unbalance is inevitable just as when his cashier steals from him. The cashier's false entries are no more unsubstantial than the banker's interest entries. Both are peculations.

The debt system which holds business in its grip by reason of its alliance with the state makes economic perversion and periodic paralysis inescapable. A people that cannot master ​this system of tribute taking cannot control its economy and up to now none has. Large trade factors may secure an interest rate of one or two per cent from the system and the very fact that they have a low rate makes them vicious competitors of small tradesmen who to secure exchange power must pay 6-8-10-12 and even higher rate percentages. All these trans​actions are expressed in dollars yet actual cash enters to but a small extent. The lender to the little fellow is in turn a bor​rower from a bigger operator all using the word dollar which becomes little more than a superstitious fetish. From com​mercial notes the debt media ramifies and manifests itself in stocks, bonds, and corporate debentures, mortgages and other forms, the whole structure of paper springing from the res​triction of exchange power to the lending system and the con​sequent payment of money for money which is the most vulgar economic homosexuality, utterly indefensible and the greatest or all immoralities.

This insidious evil created by political government is in turn given such innocuous "remedies" as changing the "gold content" of the dollar, remonetizing or demonetizing silver or socializing gold or providing bank deposit insurance or some other impotent measure. What commerce must have is exchange power free from parasitical influences and this it can never have with debt as the basis of exchange and can have only when it commands pure money, for pure money has solely an asset base and is water proof.

The need for exchange power is so indispensable to business that the debt system has maintained itself in the absence of an alternative, but it appears now to be coming to its end. There are two reasons for this: First, Governments have to an unpre​cedented extent unknowingly sabotaged it. Second, these writings present the first alternative.

The U. S. government's intervention is the best example of debt socialization and undermining of the banking system. The recent debt collapse made obvious (as usual) the need for exchange power. After waiting and coaxing the banks to loan money (under the theory that the victim of the rabies can be healed by the hair of the dog that bit him) the government decided to lend to agriculture and industry and home builders and what not. (There are now 35 federal government lending agencies). Under the commercial money lending system the banks create an exchange power of say 94 and a debt of 100. Obviously, debts cannot be liquidated and it is merely a strug​gle between debtors to beat each other to the due date (the Sheriff or Marshal take the hindmost) and an effort of the bankers to sense the climax and imminent collapse of confidence where​upon they draw in and refuse to give out and thus the defic​iency appears. The whole scheme is so irrational that a boom madness is necessary to make it work. Unless such a spree of "confidence" can be distilled, the banker fears to lend, for with doubts lurking he does not feel "accommodating." The present depression is the result of such an unusual madness that defla​tion had not gone its course and no illusion had appeared be​fore a political experimenter came upon the scene and took the play away from laissez faire. What we now have is a debt merchandising government which figuratively signs the names of 130 million citizens to paper that is given to banks instead of private commercial paper which they refuse to accept and in turn checks out of the banks the credits thus secured and passes them to whoever can weep or threaten effectively or has some plausible scheme to bring back another prosperity illusion. This process began after the administration had closed the banks and then opened them under its endorsement and guarantee, later supported by the deposit insurance scheme. The existing set up is the most inelastic and hazardous ever evolved. Observe these vital facts.

(a) The government is assuming obligations to the banks for the benefit of non-qualifying commercial borrowers, much as England borrowed for her al​lies during the war. Thus the debt burden is being concentrated in Washington. It is not distributed so that it can crack in parts and let out gas. It must all stand up until it all collapses.

(b) The banks are now unified by government sponsor​ship and insurance guarantees. The weak units cannot collapse until the whole collapses.

(c) The government is under necessity to reduce the in​terest rate to banks for budgetary reasons, but also under necessity to pay a high enough rate to keep the banks alive. The problem is in choosing between two horns of a dilemma.

(d) The banks taken in Toto (and that is the way they must be taken now) are barely covering their opera​ting expenses, the commercial bond rate is declining and to all intents and purposes the banks are on the dole since government borrowing relief though a pure gratuity is an absolute necessity for subsis​tence. The banks must take any rate the treasury sees fit to offer them, since it is not necessary for the government to pay any rate whatsoever.

The borrowing and lending relations between the banks and the government have always been without necessity. A private borrower's paper is (under the existing debt economy) always subject to acceptance or rejection and hence a bargain is necessary and interest is the logical price. For a government however to borrow is an absurdity, since the notes it issues are all legal tender receivable for all debts. A government may if it chooses send to a bank a sum in currency notes and secure just as effective a deposit credit as if it induces the bank to buy a bond in an equivalent sum. Since however the money lending business is for politico-financial reasons an artificially created scheme, governments do not and under the existing emergency ours dares not (yet) do this. So the process of debt socializa​tion must go on.

Socialization of debt is however an extraction of the es​sence of debt. Debt in its true sense is a contract between two private parties in which the political sovereign takes the side of the creditor. This is the very foundation of the politico-​financial alliance upon which all political governments rest. When the government becomes one of the contracting parties the trinity is destroyed and the enforcing power is stultified if not destroyed. Even the process of legal judgment and exe​cution meets organized resistance when practiced extensively as we saw in the cases of farm mortgage foreclosures recently and of which there have been many similar instances. If there is this resistance to execution for private creditors, is there any politician who has so little political sense as to believe that debts can be forcibly collected by the government when the government is itself the creditor-prosecutor? The answer is that the only difference between a government loan and a government dole is that the receiver of the loan promises to pay back to the government but payment is purely voluntary since the creditor (government) has no resort to a disinterested executioner to secure collection and would precipitate rebel​lion if it undertook the job itself. The situation is similar to the world war debts. There is no sovereign to appeal to; hence payment is optional to the debtor. So what have we? We have a situation where:

(a) Private debts to private creditors are no better than private capacity to pay and political disposition to enforce, both of which are low.

(b) Public debts to private creditors are a fictitious ex​pediency involving no one in legal or moral obligation.

(c) Private debts to the public treasury are on a volun​tary basis.

(d) The obligation of the taxpayers to meet government debts is a pure assumption and their ability and willingness to meet them is very doubtful.

(e) All debts public and private are expressed in terms of the dollar, the meaning of which is constantly changing and will probably lose all meaning.

Net Result: A public debt is a promise to pay a private creditor something, sometime if desirable and convenient to the government; a private debt to a private creditor or to the government is of the same essence subject to such harassment of the debtor as may be politically expedient; the dollar in terms of which all debts are writ​ten is being continuously watered by govern​ment doles and extravagances and thus debt liquidation may become purely literal.

The student must however remember that debts need not be paid to maintain a debt economy. Debts are not created to be liquidated. They are created to collect tribute. Therefore as long as the interest is paid there will be no collapse and no complaint of creditors until the dollar becomes so attenuated by inflation that the hoax is obvious. The total debt of the Federal government and all the political divisions may there​fore be disregarded because it need never be paid and even though never paid it is not repudiated as long as the interest is "paid" Similarly the computation that the total private debts of the nation are equal to the total assets is nothing startling It means merely that the debt system has reached the saturation point and that the beneficiaries of the system have the legal right to collect a percentage of the total na​tional produce. We hear much of how the government obliges the debt system to collect and pay taxes to it but never about how the government by its processes makes it possible for the debt system to collect far greater taxes through interest. Revolt against interest is tax rebellion against the debt system.

The interest burden having grown too great for private debtors, the collapse came in 1929 and the load is now being shifted to the government. When will it grow too heavy for political expediency or too light for banking necessities? This is the sole question. There is no danger of cracking so-called government credit. Credit like all exchange relations is relative. There is no part of the whole people that is as creditable as the whole, hence as long as the people honor the government there is no other debtor in comparison with which the govern​ment's promise may be evaluated or discredited. When govern​ment bonds sell below par it does not imply that the govern​ment's credit is selling off, but rather that its rate of interest is not as favorable as the commercial rate that exits during the boom delusion. Likewise a lower rate on short-term govern​ment bonds as compared with long-term government bonds does not in​dicate that the longer term involves greater hazard. It means merely that there is hope of improvement in the commercial rate, which will be more readily available to the holder of short-term government bonds.

Paradoxically the bonds of a government with an un​balanced budget are higher (at a given rate meaning a lower yield) than those issued by one with a balanced fiscal condition. The reason for this is that a balanced budget indi​cates ease of tax collection or absence of emergency expendi​tures (or both), which in turn indicates a prosperity illusion, which in turn indicates a high commercial interest rate, thus making the government rate unattractive. The many paradox​es in government debt situations spring from the fact that debt economy rests upon a conspiracy between the political state and the banking interests against commercial exchange and the state being the most essential part of the conspiracy, it can not be victimized by it. Its debt processes are but gratuities to support the conspiracy in time of need. It can free itself from debt any time it chooses by repudiation or tax confisca​tion or liquidation through non-interest bearing instruments. No matter what the state owes the citizen, it can always claim that the citizen owes it more. Does it not even command the citizen to give up his life on a foreign battlefield? Political debt is but a matter of political expediency. A government goes into debt voluntarily because it is expedient and it pays or repudiates which ever is most expedient and all may be justi​fied by mere words such as "patriotism" and "public interest". There is nothing to prevent the government from declaring that all government bond holders are taxed the face value of their bond or it may deposit currency in banks and write checks against such deposits to liquidate the bonds. The gov​ernment has no debt problem, but it has a very serious dole problem, the greater part of which is maintaining the debt system in its hour of travail.

But the debt system is like a dope fiend. It cannot be fed wholesome food. It is addicted to unearned increment and goes into panic without it. If the government does not borrow from it when the private market is shattered and talks of paying its expenses with currency deposits, it cries out "inflation." Now inflation is a charming word to shout at economic illiterates. It causes them to ask forgiveness for their sinful thoughts. This word has been so universally mouthed that it carries a bit of the flavor of every diet that has entered the oral cavity. It needs to be deodorized and rehydrated and this can be accomplished by merely substituting the word water. We know how the farmer inflates the milk, how the stockjobber in​flates stock. A political money system that is subject to the whims and caprices of a political state which (political state) is not subject to the laws of exchange and which functions under the dictates of a politico-financial conspiracy has two ample pumps to water it. These are: (a) interest charges by banks against private borrowers in "good" times and interest charges against the public treasury in bad times or war times. (b) Payments by the government without value received either through doles or social welfare or excessive prices. The bankers man the pump handle on the incline of the cycle and the politicians work it on the decline. Inflation is the inevitable corollary of the debt system and when it cries inflation it means not the presence of it but the absence of it. If the gov​ernment should create bank deposits with currency that act would not be inflation, hence the cry inflation.

To understand inflation in the international sense, it is necessary to realize that all national exchanges are constantly being inflated (watered by parasitical processes) and here again relativity enters as between national exchanges. A na​tional price level may become so excessively inflated that the intra-national monetary criterion which is the tax revenue breaks down and relativity is expressed in the commodity gold which is the common denominator of international exchange. The demoralized currency takes flight across the national bor​ders for conversion into a more stable national currency. Since there is no national currency that has a more substantial tax base than that of the United States, there is no prospect that we shall witness here the phenomenon recently observed in Europe and again imminent. It is this process that all national currencies will undergo, when non-political, water-proof mon​ey arrives.

Thus far political statesmanship has been unable to contrive anything but a debt economy and hence all efforts are directed to preserving it while at the same time making interest and debt more tolerable to the debtor and less profitable to the creditor. Thus statesmen are riding in opposite directions and praying that nothing happens to frighten the horses. Unless a recovery illusion can be created (the N. R. A. [National Recovery Act] almost made it) the debt system has seen its last cycle. This is because the government intervened to arrest deflation and prevent the elimination of surplus banks, placing itself between the banks and their victims and thus unwittingly destroying the bank monopoly of debt merchandising. The banks organized to do a retail loan business are today wholesale factors for the gov​ernment but can't escape the retail overhead and hence are squeezed between two uncontrollable forces while income declines and life ebbs. They will be held in this vise pending a catastrophic event or to await slow starvation.

The advent of the valun and the Valun Exchange is the solution of the dilemma and the escape of industry and com​merce from the debt economy stalemate. Once business finds it need not employ debt instruments to mediate exchange; that interest has no economic justification; that services and com​modities are themselves the basis of money; that money is the manifestation of assets and not of debts; debt economy will be displaced by money economy. Trade will turn from the dollar and every other national debt symbol to the valun and the liquidation of all debts private and public will follow through the decline of all political moneys in terms of which all debts are written. Governments will first ignore and then resist this process until it becomes manifest that error cannot stand against truth and that they are unable to collect in valuns, taxes which like debts are expressed in terms of the political monetary unit. [Sic, preceding sentence needs rewriting.] To solve this problem they must join the Valun Exchange and thus abandon the last support of debt economy and pretense of political sovereign money power. It means the decline of the political interest, the emancipation from tax imposts and the ascendancy of the economic interest in all human affairs.

As the stable valun attracts more participants, the national debt units will grow progressively cheaper and since all debts are cast in terms of these, the debts will be constantly deflated until they are entirely flattened out and mankind will be for​ever free of debt and debt parasites. No moral issue will be involved for Shylock will get his pound of flesh without the blood. There will be no legal question, for the wisest jurist cannot define a national monetary unit as an abstract. A dollar contract is a contract to deliver dollars regardless of price level.

When debt economy is thus displaced by money economy, it will be seen that the capitalistic system is entirely virtuous and that all the slings and arrows that have been directed at it should have been aimed at financism or debt economy.

Valun Study Club Discourse Number One, What is Money and When Will We Have A Money Medium?

1

Money is the mathematics of value. Value is the relativity of desire in terms of a computing unit. A computing unit is a sum of value units. The value unit is the smallest value.

2

Exchange is the process whereby the relativity of desire or value is determined. Hence money (the mathematics of value) is a consequence of exchange and not an antecedent. The total of money is identical with the total of exchange hence there is never a shortage nor a surplus of money.

3

Money like any mathematical concept is psychological and may operate without any materialized forms. Traders who agree upon a value in exchange visualized in terms of a mathe​matized unit consummate a money transaction whether or not they reduce it to a manifest or record form. If they choose to materialize it they may adopt any mutually agreeable evidence, such as book entries in their books of record, or transferable instruments; or they may choose to form a clearinghouse book​keeping system. The clearinghouse or central bookkeeper is the logical ultimate of a money system.

4

Under the clearinghouse service the money manifests that are agreed upon are receivable for debit to the account of the issuer (buyer) and for credit to the account of the acceptor (seller) who may have received them at first hand or through one or more other traders. If any of the traders desire to have instruments that pass from hand to hand without endorsement they may arrange to secure them in any desired sum by draft, against their credits. Such currency while issued by an indivi​dual trader against his private credit becomes in fact the com​mon issue of all members of the exchange or the exchange as their composite entity. By return of the currency to the ex​change, it may be reconverted into a book credit for the depos​itor. Such currency may be paper or coin and if coin, the less valuable it is the better.

5

It will be observed that nowhere in this definition or reci​tation of the process of creation of money or its materialization or its implementation is there any hint of a standard of value and this avoidance is a most essential observance. Money is in no wise dependent upon a fixed materialized unit of value and a little thought will show that none exists or can be contrived. Values of all commodities are relative and subject to constant change. Arbitrary processes may be employed by political sovereigns or private traders to take a commodity like a precious metal completely out of exchange by offering for it other values out of proportion to the value of the isolated commodity but this is merely all interference with the law of exchange and has no virtuous purpose. To the ignorant however it may seem that a “standard of value" has been created.

6

Another important observation upon the foregoing is that no mention is made of political power or authority as of the essence of money and a money exchange. Since money is the product of the act of purchase and sale it may be seen that a government plays a part in money only insofar as its agents exert this process. In other words, a political corporation just like a private capital corporation or any natural person may exert an exchange power, but political power has absolutely no force in or upon money. When therefore we comprehend what money really is we loose all sense of subjection to the political state.

7

The student of money must be careful not to fall into the error of thinking that money has purchasing power. Things are purchasable only with things. This unchanging law is just as operative under a money economy as a barter economy. Money is merely the mathematics of value; it has no value, nor has it any power to fix the value of anything. There is among commodities no absolute or static value and this con​dition of flux in exchange is what money is designed to serve. In money exchange the traders are called buyer and seller but ​the essence of barter is not altered. The seller is the trader who conveys a value in a specific commodity and the buyer is the trader who makes it possible (by money which he issues) for the seller to become a generalized or free buyer. With the money he receives, the former seller is enabled as buyer, to requisition a value equivalent to the one he has conveyed but in any commodity he may elect at the then market price. When however he does make his choice (buy) the purchasing power exerted comes from the value he originally conveyed and not from the money he tenders. Money taps for its holder the reservoir of all values held by those who participate in money exchange, but it is itself no part of that reservoir.

8

Though money has no value, it magnetizes all values through the affinity it creates between all commodities. With​out disturbing the private ownership of property it makes a common or community interest that knows no bounds other than economic interest. Every man's interest is back of it yet no man's property is pledged to it. All private promises are absent in money. No one guarantees it, and this is most important to observe. Nor does it rest upon a common agree​ment or pledge. Its sole foundation is common interest and necessity. It is eagerly sought because without it culture cannot advance, and specialization of labor which is indispensable to material progress could not operate. It is a vain man or group of men whether associated as money changers or political states who think their pledges give substance to money and it is a fool who believes in them. Yet we have all been such fools.

9

Our ignorance of the true essence of money has permitted the idea of pledge and faith to enter our psychology and cause us to pursue an utterly irrelevant tangent. There is nothing fiduciary in money; it is purely factual; nor is there good money and bad money, for money has no quality. Because we have believed in guarantees and fiats and precious metal reserves and other devices of so-called sound money, we have fallen victims of all manner of economic control and tribute taking schemes. Money which is really the spontaneous emanation of every buyer has become hamstrung and compelled to operate through debt devices whose toll is interest and which permit parasites to feed upon and distort exchange, bringing in its train econ​omic convulsions and misery.

10

Introduce faith into the relations of men and you give the betrayer his chance. Faith money or confidence money makes up the entire history of man's effort to rise above barter and it is replete with disappointments and corrupt practices. Accept the idea that money must be guaranteed and you will find it easy to get "guarantors" for a fee. Accept the idea that money must be underwritten and the "underwriters" will put a price upon the fictitious service and limit its use to those who pay the price.

11

Our exchange system is so corrupted with the promissory idea that everything now circulating as money is a promise to pay. They use the word and spirit of money but they never deliver money untrammeled by promises. Each promise at ma​turity or call is met with another promise. Exchange moves entirely on promised money, never on its realization. The next discourse will deal with the debt system that is today masque​rading as a money system.

12

When will we have a money medium? Money has been pressing for expression from the moment that man found himself with surpluses to exchange. It has pressed on insistent​ly through the crudest and most corrupt media, yet to this day it has not found a true vehicle of expression. But the battle is won once the truth is comprehended. The comprehen​sion of the few is all that is needed to supply the mechanism and the implements, but the action of many is necessary to make the comprehension potential. The interest of the many is not difficult to secure for there is a wide discontent with the prevailing system of exchange media, subject as it is to manipulation and imposing as it does a burdensome interest tribute and a disturbing political interference.

13

We shall have in the valun the first true money medium and in the Valun Exchange the first true money system. It will come as soon as the thoughts that emanate from these studies meet the respect of a sizeable group of businessmen. The multitude will follow as they have always followed and perhaps even as blindly as they have done in the past. It is for us who are willing to apply ourselves to the intensive scrutiny of the new theory and the careful planning of the technique to see to it that this time the people shall not have followed in vain.

14

We are intelligent enough to waste no time on politicians; to ask and accept nothing from the government and to permit no interference. Thus the impedimenta of politics are disposed of and we concern ourselves only with those who are expected to utilize the valun in their hourly business transactions. I am confident that this year 1936 will see the valun challenging the dollar and every other political medium for public favor and be well launched on its career of world triumph over the monetary shams of all nations.

Questions and Answers regarding Discourse Number One

Paragraph 1

MR. COOK: Please elucidate paragraph one.

A. It was not hoped that this definition would convey a comprehension. It is an effort to state the concept in the fewest possible words and to give you a touchstone to which you could return from time to time. After you have gained the understanding these Discourses are intended to convey, you will seek to put such understanding in the best and fewest' words and it is believed this paragraph will serve the purpose. 

Paragraph 2

DR. CURRAN: When you say there is no shortage or surplus of money do you mean in the ideal state or existing state?

A. I mean past, present and future, but I speak in the psychological sense. When exchange is conceived in terms of a mathematical value unit, money is conceived and the two are identical.

Paragraph 3

Dr. Curran: How can there be a money transaction without money instruments?

A. If I sell you something in terms of a monetary unit, the agreed price constitutes a money transaction by our mere agreement. We need not even enter it in our private books ot record. You may later be the buyer, and I the seller and thus money flows in the opposite direction. This may go on in​definitely and while these constitute perfect money transactions they are awkward ones because we are limited to our own commodities. We might however admit a third and fourth and other traders to our exchange and still without a scratch of a pen. Obviously the process would become too complex for memorized debits and credits and records would be resorted to, but the money exists before the record or media.

Paragraph 5

MR. REITMAN: Do you mean that gold is lifted out of exchange? Is not gold constantly being bought and sold?

A. Gold is out of free exchange. Its price has no rela​tion to its value, which under existing conditions is not deter​minable. If it was not cornered and its price pegged it might be worth let us say $10 per oz., equivalent perhaps to 10 bushels of wheat. The United States Government gives $35 per oz. or 35 bushels of wheat or (on this hypothesis) 3.5 times its actual value in any other commodity through the dollars paid for it.

Paragraph 7

MR. TOPHAM: You say, "The purchasing power exert​ed comes from the value he originally conveyed,” suppose the commodity originally conveyed has since declined in value, has the money not then declined?

A. The commodity that conveyed the value may have declined in value but the decline in the value of this com​modity means a corresponding increase in value in one or more other commodities, so that there has been no shrinkage in the sum of value. This law of the relativity of value is more fully expounded in Parts One and Two of the Mono​graphs.

Paragraph 9

MR. BUTTERWORTH: If as you say there is no good money or bad money, what becomes of Greshams law that bad money drives out good money? 

A. There cannot be good or bad money any more than good or bad mathematics for money is the mathematics of value. Gresham observed that persons holding doubtful pro​mises passed them on and hoarded better promises. The term money as used by Gresham and all other economists means an instrument written in some monetary terminology and which promises conversion either into some other instrument or a commodity such as gold. When (as since the beginning of money exchange) exchange is mediated by debt instruments, the promises involved, themselves became evaluated and rise and fall but money therein exerts only its natural function of mathematizing the evaluation. The sum of money conveyed by the debt instrument rises and falls as the promise is credited or discredited, but the quality of the money does not and cannot change. It is the variability in the value of debt instru​ments commonly known as money that has given rise to the idea that money has value and that there is good and bad money.

Paragraph 13

MR. McCORRY: Please define what you mean by a “true money medium”? 

A. By this I mean a medium that expresses evaluation but is not itself evaluable and therefore a debt instrument is a commodity. Its value is however not intrinsic but prospec​tive or speculative. Because it is underwritten its value depends upon the responsibility of the underwriter and not upon the value of the commodity or right to the commodity that, it promises to convey. Debt instruments are in fact evaluations of the potentialities of persons and corporate units whereas the purpose of exchange is to evaluate property. A true money medium is solely the manifestation of property evaluation dis​associated from the issuer, representing a consummated exchange, involving no time element and hence no interest.

Paragraph 14

DR. HIINONEN: Is it not against the law to issue money without the approval of the government? 

A. It is against the law to profess to issue what govern​ments call money but that is just what we do not propose to issue.

Q. May there not be laws passed to stop what we pro​pose to do? 

A. It is possible that politicians may give further demon​stration of their ignorance by trying to nullify natural law through statutory prohibition.

Valun Study Club Discourse Number Two, What are the Present Media of Exchange?

1

The existing media of exchange are all debt instruments expressed in terms of political monetary units. Political mon​etary units are the terminology of tax imposts.

2

The words dollar, pound, Franc, mark, etc., have no ab​stract meaning. Their meaning is supplied by the relativity of the tax levy in terms thereof to the sum of all intra-national values.

3

To illustrate, let us imagine the formation of a political state calling itself Pretense and declaring the national monet​ary unit to be the pretensia. The mere declaration would have no meaning. When however it names something of value that is equivalent to the pretensia, the monetary unit is given a meaning. If it declares that there shall be a per capita tax of 100 pertensias or 100 bushels of corn it lets the cat out of the bag and the keynote of relativity for exchange is established. The declaration is but a proclamation of public levy or a state​ment of the debt that the patriotic citizen owes his country. Yet it becomes a monetary unit.

4

As stated in the previous Discourse money is a conse​quence of exchange and not an antecedent of it as believed by the old school economists. This is demonstrated in the instant example when we analyze the process by which a national money springs into being. A constituent of a political state, whether he calls himself citizen or subject is but a political customer. He has been sold a bill of goods called public service by a political state and when he finds out what the bill amounts to he adjusts himself and his prices thereto, thus effecting rela​tivity. The taxes of anew state represent exchange transaction number one and that is why they keynote exchange. The political power back of the state's sale of the bill of goods makes the transaction but a strong arm sale. Without either public good will or an adequate military the sale would not go over. It is the exchange power of political states and not their sovereign power that gives significance to national moneys though the sovereign power may be necessary to put over the sale. It is essential that we comprehend this to free ourselves of the superstition that the money power is a political power.

5

The state of Pretense might set up "standards," "re​serves," "safeguards" and other bits of gratuitous scenery but the thing that gives significance to the pretensia is what it means in value relatives to the taxpayers. The window dress​ing means nothing to the over-the-counter test. Until some​thing valuable has been exchanged or levied for it, money is not created regardless of laws and proclamations.

6

It is well to note here also that a political state being a very important exchange factor could if it would set up a true money system for all of exchange to operate with. Its only limitation would be extra-nationally because of international political prejudices. Every state must ultimately become part of a money system but to educate statesmen how to take leader​ship is an unnecessary effort since private individuals may more easily initiate the movement. That is why we are moving independently in our valun program. If political statesman​ship could think in terms of the needs of exchange rather than the needs of the state, the taxing process might be used as the foundation transaction of a money exchange. But we are now dealing with what national monetary units are and not what they might be. The fact remains that all existing and past political money units must be classed as implements of the debt system.

7

The taxing power asserted and accepted, the state, which up to then is a vacuum, begins "'paying" its expenses with coins and paper bearing its fiat. This paying process is really a collecting process since he who receives the coin of the realm holds a quitclaim against his taxes. In other words his taxes are paid and he needs but turn in his "legal tender" (receipt) to evidence the fact. The currency is thus eagerly sought for two vital reasons: (a) it serves as a medium of exchange which is always desperately needed by a civilized society; (b) it is honored by the state as a tax tender and backed by the police power as legal tender. Here the state's money service stops and the mischief begins.

8

As stated, the state plans only for itself and does not think in terms of private enterprise. All it does is issue tax receipts and these make a currency system, but business needs something more. Even the state cannot function with cur​rency alone. Every exchange factor in a complex society must have exchange power in something more than currency. They must have specific as well as generalized media. Here they fall victims of the debt system that the state protects and even pays tribute to.

9

We have observed that the only thing back of the state's currency is the value it represents in actual services rendered to the taxpayers. The taxpayers are the customers of the state and as buyers they are the natural money issuers. Therefore the currency is their money, created through an exchange pro​cess. That the state's services may be over-valued or taken under duress is beside the point. The essential thing is to note that the currency springs from the citizen and not from the state. Now if it were possible for the citizen to issue specific or check money to supply him with the exchange power he needs, without paying tribute therefore, we would have a money system. But this is not possible under the existing politico-financial set up.

10

Here enters the banking system which is the toll collector of exchange, the midwife turned abortionist. The checking or clearing house system is just what exchange needs to con​summate a money system and were it rendered on a pure book​keeping service basis with credits established by consummated exchange we would have a money system. But credits in the banking system are not based upon a fait accompli but rather upon a prospective eventuality, a speculative eventuality; a debt.

11

A genuine promise to pay is based upon value received. Can this be said of a promise to pay a banker? What does the banker render for the promise to pay which the borrower/ depositor issues to him? He renders nothing in fact but a bookkeeping or clearance service. Because this service is avail​able nowhere else the banker monopolist charges whatever the traffic will bear. He calls it accommodation and the fee is interest for an alleged loan of money.

12

Where does the money come from? The banker marks a figure in the account of the borrower-depositor and this is called credit money. If the loan-deposit is for $1000 and the term is 90 days and the rate is 6% the book credit is $985 and the book debit is $1000. It is believed that $ 1000 of new money is thus created but this is a fallacy. Money is created only by an exchange transaction. The only exchange trans​action that has taken place is a purchase by the borrower​/depositor of $15 worth of so-called credit service. This is payable regardless of how much or even if none of the deposit credit is checked out.

13

If as and when the borrower-depositor writes checks against his credit, money is created by him in the sum thereof. The reason money is thereby created is that something has been bought and the money is based upon the value represented in such exchange transaction. The only money therefore that is created is created solely by the borrower/depositor. The banker did not create even the price (in interest) paid for his service be​ cause he stands in the position of the seller and only the buyer can create money against a value received by him. If the buyer creates money to pay for a fictitious value such as interest he waters or inflates exchange. Since no one will voluntarily pay more than a thing is worth there can be no inflation under free exchange. Due to the debt system however exchange is not free and to function must continuously inflate in ratio to the amount paid "for interest which has no value base. The foun​dation is thus laid for the debt or money traffic system and the inevitable cycle of inflation and deflation of prices follows.

14

This inflationary element begins pyramiding right in the bank, because a client who checks out more than 75% of his deposit credit is not conforming to accepted practice. There​fore a rate of 6% applied to 75% of the deposit credit is equivalent to 8% upon actual exchange. Then follows turn​over since the original fee does not cover an unlimited use of exchange power. It is based upon a debt and repayment or return means merely that it is cancelled at the end of the specified period and a new grant must be "secured at a new fee. It may be seen that it requires only a few years when the accumulated false charge has so watered exchange that collapse is inevitable. The concurrent price rise is due to an effort of borrowers to pass along their burden to others who in turn counter with a compensatory price rise.

15

Out of the interest system come all manner of financing schemes in an effort to minimize the cost of securing exchange power and the securities issued under this pressure with the "money makes money" illusion become in turn a speculative manifestation of the debt system which promoters use to ex​ploit the credulous and from which the banks pluck in call loans the fruit of the debt vine which has its roots in their ledgers.

16

Money it should be understood is irrepressible. We have always had money but we have never had a money system. From the beginning of exchange, money has been compelled to operate through a debt system. This means that the mathe​matics of value (money) has always been obliged to act also as the mathematics of vapor (interest). The vehicle of money (outside of currency which serves exchange only in a minor capacity) is invariably a promise to pay and the promise al​ways runs to and from the so-called money lender to whom no payment (save perhaps for a clearance service) is due. No matter where money moves the parasite interest parallels its course, constantly bleeding exchange, When the collapse comes, it is not money (which is incorruptible), but exchange that has broken down for it has not known how to use money, a harmless and facile agent but has subjected itself to debt which is a vicious agent. Money, which has no influence upon pricing must under the debt system serve an exchange whose pricing is constantly perverted by a foreign element that is the insidious enemy of exchange.

Questions and Answers relating to Discourse Number Two

Paragraphs 1 and 2

DR. CURRAN: How does the tax levy give meaning to a national monetary unit?

A. The taxing process is the process whereby the state sells its services to its citizens. Until it defines its monetary unit by the tax levy, it has no meaning. If it takes 10% of the peoples income or produce and calls it 5 millions of its monetary units, it is evident that a unit is one 5 millionth of the total produce. Thus relativity is established and pricing in. the unit becomes possible.

Paragraph 4

MR. REITMAN: If it is exchange power rather than political power that establishes a national money, why is the national money confined to the political borders? 

A. Because the issuing government has no exchange power outside its realm. In other words, it imposes no taxes on foreigners. That is why each nation has its own money. Private exchange in each nation expresses itself in terms of the national political medium and in translating to other na​tional media uses the nationally declared or internationally accepted power of the various national media in terms of the commodity gold.

Paragraph 6

MR. TOPHAM: Here and previously you have used the term "debt system." Just what do you mean by this? 

A. Briefly I mean the system of creating promises and trafficking in them as the basis of exchange media. This is an industry that attaches itself to exchange, taking tribute from it because of businessmen's ignorance of money and money media. It predicates exchange transactions upon some personal or corporate promise and through a politico-financial alliance the system controls the promise making machinery. To secure exchange power it requires those who deal in commodities and services to exchange their promises for the promises of the system for a fee. Thus it creates what is known as the money market which is a speculation upon the relative probab​ility of promise redemption to the costs and hazards of which it subjects commodity exchange. This so-called money market is in fact a superimposed pirate's market which lives upon the virtuous marketers who through their ignorance and superstition are unable to free themselves and thus go on paying tribute to the money market. A market implies the exchange of values and since money has no value there can be no true money market. Promises do however have relative values and as long as exchange media is involved in promises, the money market or debt system will continue.

Paragraph 9

MR. COOK: If the state issues and transmits money to the citizen, how can it be said that the citizen issues it?

A. Printing and transmitting do not mean issuing. It matters little whether the buyer or the seller produces the evidence of money. Money can flow only in the direction op​posite to the value it represents. It is true that the govern​ment does buy services and commodities and by this process effects distribution of currency, but this purchase is possible only because its initial transaction was the sale of its services to its citizens and this is the true basis of its currency. There​fore a nation's currency is the issue of its citizen-taxpayers.

Paragraphs 11 to 13

MR. Mc CORRY: No service?

The banker renders a clearance or bookkeeping service which is very essential service in exchange. It is however (or should be) a very inexpensive service. The professed service of the banker namely that of creator of so-called credit money is pure fiction. The banker has no power to create money and, his interest charges for this alleged service are purely parasitical.

Valun Study Club Discourse Number Three, What Place do Banks Have in a Money System?

1

The money system is the bookkeeper of money. The con​ception of money (because it is the concomitant of commodity exchange) involves the increase in purchasing power of the seller and a corresponding decrease in the purchasing power of the buyer. The system which records these debit and credit move​ments is the money system.

2

The money system has nothing to do with the inception or volume of money or its control whatsoever. As we have learned the inception of money is at the point of agreement (on value in terms of a value unit) between buyer and seller; the volume of money is coextensive with the value of com​modity exchanges and there exists nowhere a money control. To control money would mean to control values which are the product of opinion and obviously an impossibility. To limit the volume of money is to limit the volume of exchanges which is a possibility but never a virtuous exercise of the impeding power. To expand the volume of money implies the expansion of exchange which also is indefensible if artificial.

3

Money is psychological but to serve practical use it must be implemented. i.e. it must be given instruments or manifests and records to affect certitude and avoid confusion. The system through which these instrumentalities attain their debit and credit objectives is the money system. In its broadest sense it includes all money records but more specifically it means only that recording agency which is the common servant of all money users, namely the exchange or clearing house. This com​mon system is, however, a reflection of and dependent upon the private book record of traders. When a trader sends through the money system a money manifest he figuratively tears a page from his ledger to permit the entry to pass through the system thus consummating its function.

4

When the initial form of the money manifest is currency, i.e. when the credit which it manifests attaches to the holder without identification and its debit operates against the buyer by lack of its possession, no money system in the sense of a com​mon clearing house is involved. Authenticity of the money manifest is all that is necessary. As, however, expanding wealth, which necessarily implies expanding exchange, necessitates the evolution from barter economy to money economy, so a still higher wealth level demands a money system in addition to a currency. The money system permits the buyer to give specific direction to the course of money by the instrumentalities of checks or drafts, and permits the general money (currency), and the specific money (check or drafts), to be converted into each other.

5

The distinction between currency money and clearance money is important to observe because it marks the boundaries of zones of political activity. When the political interest awakened to the opportunity to strengthen the state by taking from private business the sponsorship of the money medium, the money idea had not developed beyond the use of currency. Currency then satisfied the needs of exchange. Specific or clear​ing house money had its popular beginnings in America and here because of the higher living standards it has developed far beyond anything existing elsewhere. Politico-financial adjustments brought about a divided responsibility under which the government sponsored the currency and the banking system assumed the control of the clearing house system or what is commonly called the credit money system.

6

As we have seen currency money is, regardless of pro​fessions and pretenses, merely the evidence of exchange transac​tions between a political state and its constituents and which transactions are not called purchase and sale transactions but tax transactions. The printing of the currency, its safeguarding against counterfeiting and other administrative services are part of the service that taxes are imposed for, but the actual issuers of the currency are the taxpayers. The currency being transferable without endorsement makes it serve excellently for exchange transactions between the constituents of the state who may be visualized as members of a politically conducted money ex​change. At the point of its (the currency's) limitation, how​ever, a private enterprise protected and regulated by the state steps in to serve the purposes of a private money system.

7

This, the banking system, is not visualized as it should be, as a secondary government which has its own taxing system, far more burdensome than the political tax system and more eco​nomically disruptive. The federal government licenses the national banks and the several states license the state banks, and coordinately they make up an extensive and facile money system which is so indispensable to trade that it constitutes an economic dictatorship. Coupled with its service is a disservice and the problem is to preserve one and destroy the other.

8

The public money system, the private money system and the coordinated politico-financial system make all their commit​ments in terms of the dollar as the monetary unit. Under a true money system the monetary unit would be merely a trade con​cept but under the existing debt media system it means currency. In other words, the private money system promises to deliver on demand, and exacts promises to deliver, the money manifests (currency) of the political money system. Such a promise is neither possible nor desirable of fulfillment and is therefore a false promise. The exchange upon which the political money issue rests is comparatively small because it involves only the relations of the citizen with his government. Therefore its media (currency) is necessarily limited. It is neither suitable nor adequate for the bigger exchange which involves all private transactions and requires principally specific rather than com​mon money. It can never come to the rescue of the private money exchange when the latter breaks down, yet all banking transactions are predicated upon this hypothesis.

9

Let us call the political exchange the little exchange and the private exchange the big exchange. The little exchange issues non-interest-bearing money. The big exchange functions through the interest charge under the illusion that there is a money increment. This fallacy causes it to oscillate constantly between illusionment and disillusionment. The borrower-de​positor in the big exchange is permitted to create money against actual values which in itself is a virtuous process but he is com​pelled also to create money against interest which is vapor. He who can create in the mind of the banker the illusion that inter​est can be created from nothing secures exchange power on the big exchange. If he cannot do this, i.e. convince the banker that he is a "good risk", he is out of luck and the essential exchange power is denied him. In other words, the big exchange operates purely upon the caprice and cupidity of the banker who turns on or shuts off exchange power in accordance with his illusions.

10

Did the big exchange create money only against actual values it would not inflate and thus could not deflate and the absurd demand for the media of the little exchange would not arise for there could be no panic upon the big exchange. Before it can do this, however, it must find a criterion for authorizing money creation other than the hope of gain by the authorizers. As long as exchange power is a purchasable thing corruption of exchange is inevitable and cyclical effects follow as a matter of course.

11

The government could if it would, establish deposits in banks by the mere deposit of currency or any other non-interest bearing paper but if it did so it would deny the banks an in​come upon which they depend. If such freedom of deposit were exerted by its sovereign power instead of its exchange power it would know no bounds and corruption would be introduced from another angle. Exchange power must be limited to values purchased otherwise exchange becomes inflated. The process of creating money by drafts against book credits is not only sound but also ideal, but no money system has yet been created that has produced a criterion therefore. The fee basis (interest) for anticipated rather than realized exchange, upon which it has operated up to the present is antipathic to exchange, yet neither the government which operates the little exchange, nor the banks which operate the big exchange, or the politico-financial system which is the coordination or conspiracy of the two, has offered a solution. Nor is it to their interest to do so.

12

If this criterion (which is supplied by the Valun principle) could be incorporated in the banking business, and if the exces​sive capitalization of the banks could be squeezed out, and if the banker could make up his mind to run purely a service agency and not a speculative one, and if the government could be brought under the one exchange as a member and not as a sover​eign, the banks might with considerable reduction in numbers find a place in a true money system. Obviously there are too many ifs in this contemplation and therefore it is safe to say that the banks have no place in a money system and the valun will operate through a complete new mechanism.

Questions and Answers regarding Discourse Number Three

Paragraph 1

MR. McCORRY: Do you mean that commodity ex​change is impossible without money?

A. Yes, it is impossible to effect commodity exchange in terms of a value unit without conceiving money. Hence money (whether or not it is materialized) is a concomitant of com​modity exchange. It is the function of a money system to ma​terialize money and by adequate legends and memoranda to record its movements.

Paragraph 2

MR. SNOW: Why do you say that to expand exchange is wrong? Is not trade expansion a good thing? 

A. To intensify specialization of labor and production is economically virtuous and such process necessarily implies in​creased exchange. Exchange is, however, a necessary expense of production and of itself is not productive but on the contrary consumptive. Only such exchange therefore is virtuous which is the inescapable corollary of production. An expanded ex​change, if thus naturally produced is the manifestation of a healthy economy, but an unnatural expansion is the manifes​tation of an unhealthy economy. Money, however, does not enter into either the virtue or the vice of the matter because it merely mathematizes value and is never an accessory before or after the fact.

Paragraph 5

MR. BUTTERWORTH: What do you mean by politico​-financial adjustments? 

A. Briefly. I mean reconciliation of interests. With the founding of the Republic the government, following precedent, took over the sponsorship of currency or coin of the realm. It did not, however, take over the operation of specific or clearing house money which was the newer evolution. It chartered the Bank of the United States and then began the friction between the political interest and the financial banking interest. After a long period of undefined policy these two interests reached adjustments which left the credit or deposit-creating system in private hands with, however, ever expanding political regula​tion. In essence it was a licensing arrangement which permitted private individuals to prey upon commerce, which was obliged to pay tribute to the financial system because the asserted money prerogative of the political power was not fully exerted and no provision was made for modern exchange which utilizes clearance more than currency.

Paragraph 12

MR. COOK: If the banks are going to pass out of the picture what will be the manner of their going? 

A. A number have already read the handwriting on the wall and are folding their tents like the Arabs. I believe, how​ever, that the interlacing of the banks and the U. S. Treasury involves a plague on both houses and that there will be a synchronization between their collapse.

Valun Study Club Discourse Number Four, What is Inflation and is it Imminent?

1

It is difficult to clarify with a thousand words a subject that has been fogged by millions of words. Sometimes words become so varicolored by so many shades of use that they do not convey but on the contrary confound thought. Such is the word in​flation. To make sure that in using the word inflation I am not conveying a meaning that is contrary to my intent and to guarantee that the student and I are really speaking the same language I shall use the words inflation and inflated synonymously with water and watered.

2

Any compound or multiple of the value unit (smallest value) may form the computing unit by which money (the mathematics of value) gains its criterion of relativity. Let us assume that at the time of starting the money system the money (computing) unit is the equivalent of a quart of milk of given standard. Until the relativity (value) of a quart of milk changes the money unit continues equivalent to a quart of milk. In the course of exchange under the law of supply and demand the quart of milk may come to be worth 9/10ths or 1&1/10ths of a value or money unit.

3

For the purposes of this study, however, let us assume that exchange has not affected adversely or favorably the value of milk. Let us suppose also during this stable period that the farmer displaces 10% of the milk in the bottle with water. There would then be a 9/10ths milk delivery and the price per quart should be (and would be if the fact were known and there was free exchange) 9/10ths of the undiluted product. It may seem that the price of a quart of milk has gone down, but it has not, there is merely a change in quantity. The 10% water, which has no value, has had the same effect as 10% air or empti​ness, or a 10% smaller container. A quart of milk is still par with the money unit.

4

Now let us assume that the dairymen have a trust whereby they are enabled to force the market to accept the watered milk at the same price as the natural product. The only defensive measure that could then operate in exchange would be a com​pensatory price rise of other commodities to restore the natural balance. Thus the nominal price rise would not be an actual price rise but the level of all prices would be raised. The watered milk would have produced watered exchange or inflation.

5

The change in the price level would not be a change in the "value of money", for money has no value. Nor would it be a change in the "purchasing power of money", since money has no purchasing power. Money merely mathematizes value and, since it has no determination upon what is value, it mathematizes regardless of how natural or artificial the process of evaluation may be. It will be recalled that in the first paragraph of the first Discourse it was said that value is the relativity of desire. Relativity of desire is affected by supply and demand. In this hypothetical case we have arbitrarily suspended this law, so that we might clearly see that the rise in the general price level was a natural reaction to an artificial interference with the law of sup​ply and demand. Thus the relativity of desire was restored though the restoration was effected on a higher plane of prices.

6

Let us see now what the actual affect that the watering of exchange had upon the money unit. We will assume that at the time the quart of milk was adopted as the computing value (money) unit, the quart of milk represented one-millionth of all values in exchange. Under the inflated condition (remem​bering that we have excluded the action of supply and demand) the quart of milk, though 10% higher in price, is still one ​millionth of all exchange values because of the compensatory price rise of other commodities. Apparently there has been no change in the computing value (money) unit, yet there has been. The value unit (lowest value) is changeless but there are only 9/10ths of the value units now in the computing value (money) unit. The popular expression would be that "money has lost 10% of its purchasing power". What actually has hap​pened is that money has lost 10% of its value units-it has been reconstructed. Thus every inflationary or deflationary move​ment recreates a new computing value (money) unit. If the movement goes far enough the fractional parts (small coins) of the unit become useless.

7

Money in this example has not changed because mathe​matics cannot change. While it is incorrect to say that more money is required to represent a given (physical) volume of ex​change, it is correct to say that more computing value (money) units are required because each such unit represents a smaller number of ultimate or minimum, or true value units. Inflation of exchange reduces the computing value (money) unit and thus requires more of such to cover the total of exchange, but money has not and cannot be inflated because the sum total of the value unit (smallest value) remains.

8

Inflation therefore is the raising of the price level as the result of the effort of exchange to adjust prices to the injection of water into values at some point. There are many sources of inflation or water, such as monopolies, corners, patent grants, tariff grants, subsidies, doles, pensions, welfare projects and rackets in general but greatest of all is interest. Anything that is parasitical is inflationary. There can be no stability in the price level and therefore in the money unit while any exchange factors evade evaluation through artificial checks upon the natural operation of supply and demand, or force tribute as does the interest system.

9

In what is commonly called the cycle, excessive inflation corrects itself by deflation. This process is the flight (during the boom) from currency money because it bears no interest, and from government bonds because they bear low interest, to credit money and commercial securities which offer greater accrual and the reverse movement (during the depression) when the dis​illusionment appears. This flight from and return to political money is possible as long as the political money is itself not excessively inflated. Commercial inflation has a safety value by reason of the fact that all exchange is expressed in terms of political money which is more stable. The term money as used in this paragraph means political and commercial debt instru​ments through which money operates. The political money, because of its restriction to the currency form, and political bonds, because they shrink in volume as private enterprise expands, involve much less of the inflationary element of interest than does the commercial field of money and securities. Since credit money and securities are written in terms of the political unit the creditor is presumed to have the option of conversion on demand. This is an illusion, yet it is possible to a sufficient ex​tent to act as a cushion against complete collapse and destruc​tion of exchange. No such cushion, however, exists for the state if it falls into illusions and excessively inflates exchange.

10

The state having asserted the sovereign power of money issuance and commercial exchange having accepted such leader​ ship and predicated its money system thereon, it may be said that there are two exchanges, the commercial operating in terms of the political, and the political operating solely in its own unit. Thus the political becomes an inflation storm cellar for the commercial, while the former has no escape from an infla​tionary earthquake. When the state finds its realm shattered by famine, severe commercial depression, or war, it cannot, like a private corporation, reduce its costs to its customers' (citizens') capacity to pay. It in fact increases its costs. Its resort is to the device of borrowing by which it induces its affluent citizens to make exchange power available to its distressed citizens and promises the lenders to return this power at a later date, and in the meantime pay the lender an interest fee. Under this process the rich grow less rich and the poor remain poor, since the social welfare projects never go beyond subsistence needs. It is a sort of holiday from work and production falls behind consumption, thus reducing the national wealth,

11

The deficit in the national budget is financed by issues either of currency or promises to pay currency. As previously noted, the state's money system is based solely upon its exchange relationship with its citizens whereunder the state's services are collected for in the form of taxes. All the state is enabled to issue therefore is a tax receipt, whether it be a coin, currency, debentures or bonds. As these commitments increase, their ex​change power declines and if the trend accelerates sufficiently the instability of prices and the fear of ultimate repudiation tend to induce the use of a foreign money which is more sound. Such a flight from an internal money to an external one necessarily implies a superior external unit. Therefore the question "is infla​tion imminent" as applied to a breakdown or flight from a national unit as evidenced by excessively high and rapidly rising prices can be answered only from the viewpoint of each nation. At this writing inflation in the international sense seems im​minent in Germany, Italy, France, Japan and other countries. Until, however, the valun appears there is no prospect of such a crisis in the United States because our unit is and will undoubtedly continue to be the soundest political unit in the world. The valun will set a new standard and hence a new relativity and all national units will decline to nil in its terms. The prospect of the valun and the Valun International Exchange is therefore a prospect of world release from inflationary exchange.

Questions and Answers regarding Discourse Number Four

Paragraph 2

MR. SPITILARI: Can you define the value unit?

A. As previously stated, it cannot be objectivised but the process by which it is determinable can be defined: to wit: 

"The unit of value is that value which, when weighed against the energy necessary to acquire it, shows the smallest favorable margin or profit."

Analyzed to the ultimate, the price of everything is the sum of human energy necessary to acquire it. This, however, must always be regarded prospectively and not retrospectively. Exchange is always forward looking. The energy required to reproduce or capture an existing commodity or a prospective one is the determining factor in evaluation. If the estimate of such energy seems excessive the objective commodity loses all value. The nearest approach to such a fadeout is the value unit or the figure 1, and the computing value unit (money) is some accepted multiple thereof. It is no more necessary to determine the value unit or the actual multiple of the computing value unit than it is to isolate the atom or determine the number in a mass to comprehend and rationalize physics. It is important, however, to understand that the computing unit, whatever it may be objectively at the time a money unit is created, has no permanent identity with such object. It may be a bushel of wheat, a bale of cotton, a pound of tobacco, or an ounce of gold and in the process of exchange may at a later time be the equiv​alent of only a fraction of such commodity, or a fraction plus, or even a multiple. Unless you can free your mind of the fixed unit or standard of value idea, you cannot comprehend money. 

Paragraph 3

MR. TOPHAM: It seems to me that in the milk example there is a qualitative change rather than a quantitative.

A. It may seem so and perhaps the simile is not as good as it might be. I must ask you to take the quantitative view for the purpose of the study. On further thought a better simile occurs to me. Let us say peas are quoted per pound shelled and later quoted with the shells at the same price. This would be clearly a quantitative difference provided some other bright member does not raise the question of the service element in​volved in shelling. For purposes of study it is often necessary to use arbitrary hypotheses.

Paragraph 10

DR. CURRAN: How far can the state go in borrowing and spending?

A. There are too many relatives involved in the matter to give a definite answer. A rich country can go further than a poor one and can go still further when it is the least poor. It can also employ various devices to defer the issue. Lastly, the absolute indispensability of money media in modern life pre​serves the use of even an utterly corrupted unit in the absence of something better. The valun will relieve this condition of desperation.

Valun Study Club Discourse Number Five, What are and will be the Effects of Roosevelt’s Monetary Measures?

1

The President, a Harvard graduate, typifies the college trained mind which passes exams by giving stereotyped answers to the abracadabra of monetary orthodoxy. Though unable to comprehend the professors' theories in the abstract, he was will​ing to have them demonstrate their money mastery on 120 mil​lion guinea pigs. To his naiveté the world owes a debt of ever​lasting gratitude. With charming credulity he has put more "monetary principles" in the waste basket than all political leaders before him and left but little for his successors. Appear​ing to be a great law giver, he is in fact the greatest economic law breaker, since by honoring the canons of orthodoxy in his experiments he has by the lack of results discredited them. Briefly, then, the affects of Mr. Rooseve1t's monetary measures are and will be to discredit the mumbo jumbo which calls itself monetary economics.

2

The professors told the President that frightened depositors who were trying to get currency out of the banks were clamoring for gold and that, since there was not enough gold to meet all gold promises, gold should be socialized. He so ordered it. The people not only gave up their monetary gold but during the first year, until their supply ran short, actua1ly sold the govern​ment more gold bullion than the mines were able to deliver. When he raised the price of silver to a point where the metal in the coins of Mexico and China was worth more than the face of the coin, the people of those nations gladly sold their silver coins to the United States Treasury. Thus the world saw that the alleged superstitious attachment of the common man to gold or silver backing is an imaginary figment. The Chinese are now operating on a paper currency, yet to have proposed this to the Chinese government in theory would have been almost sacri​legious. To have stated during the pre-Roosevelt period that the American people would accept a currency without specie convertibility would have been to expose one's ignorance of the "laws of money". Yet Mr. Roosevelt has made the theorists eat their words.

3

The professors didn't tell the President that the banking business should be socialized. They merely said the govern​ment should provide credit. Yet by doing this, providing deposit insurance and buying bank capital stock, Mr. Roosevelt has socialized the banking business without knowing it. The banks are now as fully regulated, sponsored and underwritten as the R. F. C. or any of the government lending agencies. The bankers, also a simple-minded folk, whose minds function only by hope and fear impulses, and never by reason, do not realize that they are really winding up an outlawed business. The in​dustry of money merchandising is no longer a private enter​prise. The bankers merely mark in their books what the government tells them to and accept such interest doles as the government chooses to payout in the form of other book entries. Mr. Roosevelt is apparently oblivious of what has happened, yet he has driven the money changers into the temple to pray for deliverance from a blight they can not comprehend. The U. S. Treasury now has 15,000 branches in the form of banks but Mr. Morgenthau hasn't found it out.

4

Mr. Roosevelt noticed that during booms prices are high and during depressions they are low. Without distinguishing between cause and effect, he proclaimed majestically “prices must be raised". The professors told him that to accomplish that he would need but to "devalue the dollar", which means make the dollar buy less gold, or in other words raise the price of gold. How intriguing this device would seem to a simple mind! No greater vision of grandeur ever tempted the vanity of a potentate. By a mysterious unseen force and without the exercise of police power the majestic one would march men to the market places each day and markup their bids at will. By the magic of gold which he alone controlled, he would double, halve or triple the market prices as he chose, and the world in amazement would cheerfully obey the dictator. The scheme was toyed with by several modest changes in the price of gold, with no effect. A cry arose for stabilization (which pretentious word means merely-quit fiddling), and with one grand gesture the Presi​dent announced that the dollar was now stabilized at $35.00 per ounce and that's that. The professors said that since this was a rise of about 75% over the old price (which also was far above actual value), the price of everything else would go up proportionately. They told him that flowing through his hand there was a power which enabled him to make a stroke with a gold tipped pen raising the price of an ounce of gold and it would react relatively on a ton of bricks or on whatever the butcher puts on his scales. Yet folks go on buying and selling tons and gross tons of things without noticing the sublime gesture. With the exception of the subsidy paid to owners and miners of gold and the inflation given to the gold stock of foreign gov​ernments, the effect is nil. Thus Mr. Roosevelt has put the standard of value theory into the waste basket.

5

The effect upon foreign trade was also to be an important manifestation. The reasoning was that by giving foreigners more dollars for their gold they would buy more goods and thus domestic industry would be stimulated by foreign commerce. To the White House pupil the logic was perfect. It wasn't ex​plained, however, that the foreigner, thus getting easy money, was neither obliged to buy anything with it, nor was the American exporter restrained from trying to take it away from him in higher prices. Thus the theory of depreciated currency as a foreign trade promoter was knocked into a cocked hat by Mr. Roosevelt. Otherwise it would still be good for class room and forum use. We will not tarry here to discuss the uneconomic objects of raising prices internally and reducing them externally, nor the fallacy that trade in itself produces wealth. However unworthy the end, the two-edged "devaluation" sword as a means of public benefit was given the means test and found destitute.

6

When the silver purchase agreement was made with China, the theory was projected that if the U.S. raised the price of silver too high" it would "devalue"' the dollar in Chinese trade and thus adversely affect American trade, a position directly opposed to the gold pricing policy both of which were wrong since the purchase of gold or silver is merely a good or bad bargain of itself, with but slight effect upon other commodities. Thus an "appreciated currency"" idea as a trade promoter is introduced alongside the "depreciated currency" theory and also discredited by Mr. Roosevelt's empiricism. He dishes up fallacies in either single or double standard.

7

Although the administration is committed to a price rais​ing policy which is inflation" it professes to be opposed to inflation. Price level stability is natural to free exchange. Anything that artificially raises the price level is inflationary and anything that lowers it is the reaction thereto. The deflationary trend that was in flood when Mr. Roosevelt entered office has been counteracted by his various inflationary measures. Though the President thinks his potent weapon is political power, the actual force has been applied purely through the government's ex​change power. The inflationary measures are: the billions paid in interest; the billions paid as premium on gold; the billions paid in doles and social welfare; the billions paid for not raising things; the billions paid for destroying things; the billions paid in non-recoverable loans and the billions paid for boondoggles. These billions have an inflationary effect upon exchange because they have a deficient value base. They are water. Their ameliora​tion lies in the fact that they are widely scattered and constitute in effect a share-the-wealth plan in which the rich are being bled without knowing it. In the presence of it all the proscription against "printing press money" is being observed and the gold reserve ratio is higher than ever. Thus Mr. Roosevelt is dis​crediting the "laws of sound money" by their observance.

8

An appropriate climax to the sound money burlesque is the burial of the gold reserves in the hills of Kentucky. Under the cover of the guns of Fort Knox a vast grave has been dug, in​cased with impregnable walls, weather proof, burglar proof, enemy proof, but alas, not fool proof, for the fools who think they are preserving a treasure will soon learn their folly. They will find that the buyer may arbitrarily mark up the price he wishes to pay for a commodity or the valuation of his inventory to produce "profit" but cannot thereby fool the seller into buy​ing it back at that price. When the government tires of buying gold and undertakes to sell, they will learn the difference between value and price and also that commodities can not be arbitrarily impregnated with value; that value can not be incarcerated and that it has free ingress and egress through any wall, since it is psychological and not material. The absurdity of paying men to dig gold from the earth and then paying other men to put it back in the belief that thus the nation is enriched and money is stabilized is such a transcendent folly that it deserves at the end of its long delusive reign a monument such as the government is erecting on the dark and bloody ground. It is fitting also that it be executed (no pun) in the administration of the world’s most credulous econoquack. It is the tomb of the gold standard and should bear this inscription:

Here lies the Gold Standard.

No more will it wave,

O’er the land of the free,

Or the home of the slave.

F.D.R.
Questions and Answers regarding Discourse Number Five

Paragraph 2

MR. KELLEY: What was meant by the press reports on the monetary disturbances in Mexico and China from the Roosevelt silver buying policy?

A. The raising of the price of silver made the silver coins of these countries worth more as metal than their face value, thus causing them to be exported and sold to the U. S. Treasury as bullion. This shortage of coins while inconvenient was an actual enrichment to these countries both in purchasing power and in the demonstration that paper fiat currency is better than metal. The least valuable material is the most ideal for cur​rency purposes.

Paragraph 4

MR. BUTTERWORTH: What is meant by currency stabilization?

A. It is generally talked of as if it were a manifestation of some positive act but it is really negative. A currency is stabilized in its relation to an ounce of gold as long as the issu​ing government does not unstabilize it by changing the ratio or gold convertibility of its currency. In the sense, however, of fixety of relativity of currencies to each other, stabilization is a pure myth. International stabilization proposals are convenient alibis for politicians who wish to attribute economic effects to causes beyond their control.

MR. TOPHAM: Do you mean that by raising the price of gold Mr. Roosevelt enriched foreign governments?

A. Surely. By marking up their gold inventory he in​creased their purchasing power at the expense of the U. S. Treasury, thus sharing wealth and delaying their currency devaluation. The so-called profit of the Treasury was really our loss and the profit of other nations. After we have garnered most of the world’s gold the gold standard will collapse and Uncle Sam will hold the bag, just as he is doing on the paper he bought from other nations.

Valun Study Club Discourse Number Six, What is the Future of Securities?

1

Securities suggest the stock exchange but the subject cannot be dealt with comprehensively from this limited viewpoint. A broader view is gained if we include under the term securities all instruments which promise to pay interest, and the fullest view is had if we include also all instruments that profess to convey exchange power thus including currency. A true money instrument under conditions of natural exchange is the perfect security. It represents the nearest approach to an invariable purchasing power. What are commonly called securities are really insecurities and the securities market is the thermometer of hope and despair, with the mercury affected by both natural and artificial temperatures.

2

We have today no true or stable money instrument and no natural exchange, hence ail our securities are variables in terms of variables. If commodity exchange were stabilized through a true money system, i.e. the price level were not subject to in​flation and its corrective, deflation, there would be an ultimate security (free money) into which speculative securities would be convertible as a retreat from the sphere of variability. It is im​possible to state the actual value of a paper promise except in terms of useful things. To express it in terms of some other promise is but a translation and not a definition. Yet with all money expressed in promises such translation is the only alter​native short of actual commodity exchange. No one knows what a dollar or peso, or pound will bring until he tries it and to​morrow's coin cannot be tried today. A security purchased with cash today may fulfill its promise literally at a future date, but the cash thus returned, applied to commodity purchases, may show that the promise was in reality more or less than fulfilled in accordance with the prevailing price level. The price level is the index of the inflation of money. The question of this Dis​course, therefore, resolves itself to this: What is the future of money?

3

If, as we believe, money in the form of the valun is im​minent, securities in the long view have no future, but a very active one in the short view. There are scores of national monetary units. The issuing nations have in turn varying forms of currency, bonds and debentures; there are millions of corporations offering stock in from one to several classes, and also bonds and debentures; there are millions of bank deposit books; billions of commercial notes, mortgage notes; all manner of participations, with nowhere in the world a yardstick to measure them by. This is the inverted paper pyramid that has grown out of the system of utilizing debt as exchange media. Perhaps the only way to make this great mass mentally manage​able is to divide it; first, into national groups; second, intra​nationally into political and commercial brackets; and third, divide the political bracket into interest bearing and non-interest bearing categories. The non-interest bearing is currency of metal and paper, and represents the terms in which all political and commercial interest bearing obligations express themselves. Of course security volume never liquidates into currency. The period for which they are written is but the period of gestation, at the end of which a new paper promise is delivered. Interest is the generative germ of securities. Virgin money, on the other hand, never multiplies itself.

4

The lack of meaning in the whole jargon of securities promises may be seen by considering only the very small seg​ment as listed on the New York Stock Exchange. On May 1st, 1936, 1,119 American corporations had listed 2,271 issues which at market price were valued at $82,628,908, 128. This fantastic figure represents only the funded debt of these 1, 119 corporations which is 2.5 times that of the debt of the U. S. Government and at par would be even more. The turnover or sale on these issues during the previous month was $1,836, ​000,000. The purchase and sale of this volume was effected by exchanging checks for the stocks and bonds. Checks are but another form of security. Thus it is obvious that commercial securities are purchasable and salable only in commercial secur​ities, though they profess to be negotiable in political securities, namely government dollars. To liquidate even the few securities listed on the N. Y. Stock Exchange in political dollars is not only impossible for lack of existing currency but because, even if the government printed sufficient bills, there is no way they could get into circulation by any exchange process since the government could not buy such an amount in merchandise and services without socializing industry.

5

Thus we see that the monetary unit in terms of which security promises are stated is but a figure of speech, like God in religion. Cash is anathema to the debt system because it promises no interest and hence is inelastic. The nearest that the securities business approaches cash is in bank deposits, which is the lowest rung of the securities ladder; the first step up from cash and the last step down in interest bearing securities. A bank is but an investment trust which promises a fixed rate of interest on bal​ances and uses those balances for the purchase and sale of other securities, all of which are loans in one form or another. Its success is absolutely dependent upon having on hand a minimum of the stock it professes to deal in, namely cash. If it really carried cash it would be obliged to charge for storage instead of paying for balances. Cash is also an impediment to business because it is self negotiating, so we see that all interests are against cash and since negotiable or check money is available only through the banking system, which is the heart of the debt system, money can move only through the debt circulatory sys​tem. Not a drop of it can be isolated and freed from the interest germ which is the virus of inflation.

6

Nor can categories of securities be made to move in direc​tions opposite to the inflationary or deflationary trend except under delusions. We hear much of the coming inflation with the invariable implication that it means profit opportunities in stocks. If enough persons believe this, those who see the essence of things will profit by the delusion. An inflation trend is a trend out of paper into materials and a deflation trend is the op​posite. Under an inflationary movement the time element, which is introduced into money by the interest system, runs against money or securities in all forms. All forms of securities from cash up decline in terms of values. It may be seen therefore that it is absurd to say that, because cash tends to buy less, other securities which are convertible into cash will buy more. Nor is it reasonable to argue that out of the hectic spending the cor​porate issuer of the stock may gain extra profit and declare extra dividends. Even if there be such increment it cannot equal the decrement of shrinkage in the purchasing power of the total cash conversion. Therefore the rise in the price of securities will have the same meaning as the rise in prices of commodities--​namely a constantly shrinking purchasing power of all paper from cash security to the most doubtful security. Yet there is a stop gap to the conversion of money into commodities (infla​tion) and that is the necessity of some medium for exchange to continue to function. That stop gap for debt media will be removed when the valun comes, thus permitting the complete liquidation of the debt system.

7

If it proves true that we have come to the end of the debt system and that money is to be henceforth free, then the future of securities is a future of liquidation-a short life and a merry one. When a positive criterion of exchange is found, all forces will pull toward translation into it and this means that securities (including currency) will be quoted in valuns like everything else. Commercial debt instruments and political debt instru​ments will both find a new and final measure in the valun. When such time arrives the previous trend into higher figures in terms of the political monetary unit will be reversed and everything in the field of securities, including all moneys and other political securities will be quoted in smaller and smaller figures of the valun until they fade out.

Questions and Answers Regarding Discourse Number Six

Paragraph 2

DR. CURRAN: Do not book values count in evaluating securities?

A. The book value of a stock is one of the talking points used in bolstering the market value. The estimate of worth thus made has no significance except in bankruptcy or enforced sale and therefore is irrelevant to security value. It is well to remember that nothing is evaluated except in an actual sale and then the evaluation applies only at the moment of exchange. The ideas supplied by such words as "inventory" value, "appreciation", "depreciation", and "potential profit" are at best book​keeping speculations. There is no way of appraising in terms of money the wealth of any person, corporation or nation except by fanciful estimates. We can determine every day the amount in money of actual commodity exchange but the great mass of wealth which each day is out of exchange has no value determinant.

Paragraph 3

MR. COOK: If you class currency or a bank deposit as security, is there not a direct relationship between the govern​ment and the stock market?

A. Quite directly. When a government goes to war it buys heavily and liberally and thus creates bank deposit securities which quickly translate themselves into other securities which offer either a higher interest rate than a bank balance or a speculative opportunity by "playing the market". Just at pres​ent we see the direct connection in the gold buying policy of the government. The Washington security market is offering foreigners bank deposit securities at bargain rates in exchange for gold thus enabling the gold seller to gain a bargain door entrance to the Wall Street Security Market. That is why the stock market has risen above the inflationary rise. This direct subsidy by the U.S. Treasury permits a foreigner or domestic gold miner to buy stocks a 59% of the price he would otherwise have to pay. If the gold buying program should stop, it would cause a Wall Street panic. This is just one of the things Mr. Roosevelt is unconsciously doing for the money changers.

Valun Study Club Discourse Number Seven, What will be the Effect of the Valun Upon the so-called Capitalist System?

1

What is the capitalist system? In common understanding it probably means the profit system and the profit system in turn means the system of making money with money. We cannot bring much sense into the discussion if we do not separate what appears to be a confusion of two systems namely capitalist and financial. It is well also to clarify the concept of profit by distinguishing between profit and paper profit. A paper profit is a dream or forecast of power to enjoy wealth. Actual enjoyment or use of wealth is the only realized profit.

2

“Production for use" is but another way of saying produc​tion for profit. The profit system is therefore the use system with which no one can quarrel. Capitalism is the system of guaran​teeing use or profit by private ownership and since there is no other way of gaining such security, there is no fault to be found with the capitalist system when clearly understood. The desire for use or profit is natural; ownership as a means of assuring it is natural, and free money as a means of conveying and acquiring ownership, makes the third of a natural and wholesome trinity.

3

The effect of the valun upon the capitalist system will be to permit capitalism to be its natural self and become known for what it really is, namely the cultural developer of man through facilitating the first and grandest law of nature, the law of self​ishness. The most cooperative, the most social and the most elevating principle of life is selfishness and capitalism is its hand​maid. The impulse of acquisition, which is the driving force in enrichment, brings discontent through disappointment but never through realization. Capitalism is never criticized when it works; only its miscarriages bring grief and bitterness.

4

These disappointments have developed the queer logic of collectivism which argues that since capitalism has not worked fairly for all, it should not work for any. The collectivists also overlook the fact that capitalism has not worked fairly because of the interference of collectivism. The sufferer from the biased operation of capitalism is the victim of collectivism without knowing it: The political money pretense and all political inter​vention in private enterprise are collectivist schemes. True cap​italism seeks and permits no political interference. Unspoiled capitalism has never been permitted to operate. In spite of the handicaps of collectivism, capitalism functions because there is no other system that will function at all. The capitalist system has been pushing the world along for several billions of years and he who would abolish it must start a new universe on a new prin​ciple. Let us concern ourselves not with trying to improve cap​italism, but with the question why the ageless system upon which our universe is predicated, is impeded in the processes of evalua​tion and exchange by the money media thus far used.

5

It has been observed that the valun involves no artificiali​ties. No laws are to be passed to promulgate it; no compulsion is to be employed to project it; no appeal for acceptance is made except to the universal instinct of self-interest. It asks and accepts no sponsorship; no sacrifice; no pledge. On the other hand it exerts no modifying influence upon exchange except to remove modifying influences and thus assure natural exchange. Man will continue and should continue to trade for private advantage. This self-seeking is nature's way of intriguing men into social progress. Men will continue to acquire, hold and utilize wealth but the valun will defeat those who would pervert the machinery of acquisition in its vital mechanism of free exchange.

6

The perversion of capitalism springs from the: debt-media or finance system whereby those who have followed the natural and virtuous impulses of production and gain, are robbed of their produce in the exchange process. Such injustice is the mis​carriage and not the natural delivery of capitalism and the aborter is financism. Financism or debt money is the pirate of capitalism, preying in all the trade lanes, robbing any who undertake to move values in exchange. It is said that the Roths​childs created the international credit system to avoid the haz​ards from pirates in transporting gold. Commentators have not realized that in thus thwarting highway robbers, the bankers created a new form of banditry that robs by the unseen hand.

7

From the failures and inequities falsely charged to capital​ism, have sprung other isms that must fall when the valun dem​onstrates the beneficence of untrammeled capitalism. The valun is the vindicator of capitalism; the disarmer of collectivism and the neutralizer of economic separatism. Liberalism which with its many phases may be covered by the one word ameliorism will find nothing to ameliorate once the valun era has begun, for the valun will free industry and commerce not only of finan​cial intrusions but also of political intervention.

8

When we realize that economics has stood still, while all other sciences under capitalism have moved forward at a rapid rate, it tests the imagination to visualize the blessings that await mankind, once the balance wheel is no longer disturbed by the eccentric of primitive money concepts. The benighted monetary systems thus far used, have been such an impediment to the pro​duction of wealth and its equitable distribution that there is a tremendous back-log of power and mental reserves, which, once liberated by the valun will push the world ahead at a pace in​comparably greater than any yet experienced. Humanity will turn from the folly of criticizing capitalism for not supplying ample work for men and will woo it for the leisure it brings. Out of the babble of many political monetary tongues will come the one economic language of all nations, the confounder of political nationalism and the ostraciser of war, which will be the ultimate triumph of capitalism.

Questions and Answers Regarding Discourse Number Seven

Paragraph 2

MR. PAINTER: Do you assert that the well-known dictum "production for use, not profit" is an anomaly?

A. Yes. Use and profit are synonymous and to assert or deny one is to assert or deny both. Since there is no profit be​yond use, it will be seen that the acquisitive impulse which impels capitalism at the point of utilization also repels it at the point of satiety. With the removal of the speculative and illusory factors that are introduced into capitalism by the "money makes money" idea, only the deteriorating elements in property remain. Since everything deteriorates with time, there is in ownership a constant contest between use consumption and time consumption. The limitation of one's power to consume is therefore the stopgap to the acquisitive impulse. Thus self in​terest is both the impulsive and repulsive force. Capitalism does not of itself produce idle surpluses or excessive wealth, for this is contrary to the law of its being. Capital (property) when joined with labor produces more capital but the increment meets the law of diminishing returns as it approaches non-use. Money which is but the record of exchange is not capital and can not increase itself any more than can any other record of accounts.

Paragraph 4

MR. BUTTERWORTH: How do you define collect​ivism?

A. Collectivism means collective thinking and the marshalling of human impulses and actions under a directing head. When thus comprehended its impossibility is obvious since there is no collective mind and there can be no regimentation of human desires. The system can approach seeming operation only by processes of arbitrary decision or benevolent guessing by the control authority which finds itself in due course undermined by the lack of individual initiative which alone makes a socio-eco​nomic fabric. During the pendancy of the abdication of self expression by the subject members, the dictator exercises this power fully for himself, and without the balancing power of self participation by the many, the dictator corrupts himself. Collectivism is a very profane effort to denature nature, which does not superhumanize a few and dehumanize the many.

Paragraph 6

MR. TOPHAM: How do you define a liberal?

A. A liberal is one who feels sorry for the victims of our disordered economy and favors ameliorative measures. He is more of the heart type than either the conservative or the radical and his inclination to feel deeply rather than think deeply makes him a temporizer rather than a fundamentalist. He believes himself to be progressive but he is merely the elastic band be​tween the stable conservative and the tugging radical.

Valun Study Club Discourse Number Eight, When may the Valun be Expected?

1

It is not the purpose of this Discourse to name a date but rather conditions or prerequisites to the actual circulation of the valun.

2

We of the study club may master the theory of the valun and yet be impotent to put it into practice for sheer lack of numbers. It is not however necessary to expand the number of theorists, since a few directing individuals may put the system into operation if they have numbers of traders utilizing the system. These numbers of traders are as indispensable as the few theorists. One may understand the theory of baseball, be famil​iar with all the rules, have the diamond, the bats, the balls and gloves, but there will be no game until there are 18 participants -nine on a side. Likewise there must be many times 9 buyers and an equal number of sellers before the game of exchange can be played.

3

The simile may not seem a good one because the players of ball must be experts, while to predicate exchange upon expert participants would seem to be hopeless. Expertness in money exchange does not imply comprehension of the theory of money. It means expertness in making up one's mind on what is wanted and what it is worth. Every person has this expertness. How​ever much we may hear of super-scientific money management, there is no money management just as there is no money creation except by the buyer. Money management means spending for self gain, nothing more and nothing less.

4

The common man begins his exchange activities by selling his services. He must do this to live, since he cannot apply his services directly upon materials to fashion his necessaries. His psychology is really a buying psychology since his selling is but the means of his buying. He visualizes the things he needs or desires and hence mentally buys before he sells but chronolog​ically sells before he buys. The piece of paper or metal that intervenes between the sale of his services and the purchase of his wants he calls money-if it works. He gives no further thought to the matter and it is right that he should be no further concerned. It is regrettable that so many times in the world's history of money media this abiding confidence has resulted in unintended miscarriage or betrayal. As we have learned, it is the buyer who creates money and the seller has the right to expect that it is trustworthy. The first buyer in the chain of exchange is the employer. Therefore it is employers to whom we must look to start the valun.

5

Employees will repose confidence in what employers profess is an honest medium of exchange and these employees will under​write that medium with the basic commodity, the mother of all wealth, namely brain and brawn sweat. If no one cheats and in the valun no one can cheat, the currency will circulate freely without popular understanding of the theory of its being. Let us understand clearly therefore that while we need numbers, we do not need understanding numbers, we need no educational crusade. We need but to comprehend the simple acquisitive in​stincts and how to serve them.

6

We see all about us great numbers of employers and em​ployees anxious to enter into business relations with each other. The employers being the potential buyers are the logical issuers of money. They have no means of functioning. The employees are the basic underwriters of money because they control human energy. They have no means of performing that underwriting service, since there is no money system that permits them to do so. Our service is to bring the employer and employee impulses into reciprocity through the valun exchange.

7

The employer wishes to direct the energies of the employee to anyone of many different possible channels to serve his pur​pose of commodity or service creation. These ends are so varied that it would be difficult to classify them but we need not con​cern ourselves with them. Let us ask rather what is the employee seeking. We know that first of all he needs food, second cloth​ing, third shelter, and thereafter what might be called second essentials. We know therefore if he is to be tendered something called money he will want to be assured that it will buy the three essentials named. We need not go beyond that because if acceptors in these three commodities exist they will in turn ramify the medium so that universal currency is assured.

8

A prerequisite of operation therefore is the establishment of a food cycle, a clothing cycle and a shelter cycle, by cycle is meant not only the retailer but also the wholesaler and manu​facturer and farmer or raw producer so that each supplier may in turn purchase from other suppliers of materials as well as the suppliers of human energy-his employees. If we could assemble in one hall 1,000 employers and 100,000 employees and put the question to each group as to whether they would adopt the valun system with assurance that acceptors in the three essentials named were ready to join the exchange is there any doubt that all would agree? We need not physically effect such assemblage but we must do it psychologically.

9

With the employer ready to buy the basic commodity, human service, the valun exchange would be at his disposal for any sum of money he may wish to write against these labor values and as a member of the exchange he would in turn honor his issue when it returned to him. The demand for human services exists; the demand for the products of those services exists. (Nothing is needed but to break the bondage of the debt system which has stagnated exchange.) There are no prejudices to overcome; there is no extensive theorizing necessary; there is no legislation necessary. We need but know how to paint a picture and hold it before the eyes of those elements named which are the most eager to act and whose action is sufficiently forceful to give the valun such a push that its own momentum will thereafter overcome all inertia.

10

When sufficient buyers and sellers stand at attention to warrant striking the starting gong the valun will appear. When this may be expected depends entirely upon how we, in this initial phase of the movement, galvanize our selves and others into an action that will make one small wheel here in Man​hattan revolve, thus energizing the whole exchange mechanism of the nation and the world. This great human liberator is in our keeping and if we discharge our duty to our fellows, the advent of the valun is imminent.

Questions and Answers regarding Discourse Number Eight
Paragraph 5

MR. EDGERTON: You say, "In the valun no one can cheat." Are we coming to the millennium?

A. Perhaps it is better to say that no one can cheat through the valun; i.e. the instrument or the system itself permits no paracism. Under the existing system each producer is cheated out of part of his produce by the bookkeeping process itself. This is impossible with free money.

Paragraph 9

DR. CURRAN: Do you mean that an employer would receive from the Valun Exchange unlimited payroll credit?

A. He will receive such liberation of his inherent money issuing power as the rules of the Exchange may prescribe. I regard human labor as the basic wealth and I see no reason why any employer should be restricted in his desire to materialize it. Human energy is liquid wealth but it can be generated only when it is joined with solidified or materialized wealth. There​fore the payroll problem is not the only problem of the em​ployer. He must buy also materials and it is in this factor that speculation and hazard enter more than in the payroll. The sole basis of money is the value that it mediates and value is determined solely by the buyer who creates the money. The cycle of production and consumption begins with the expendi​ture of human energy and ends with the replenishment of it. To sell one's energy first and thereafter transfer the money thus gained for materialized energy is the prospective view of the cycle and hence more hopeful, but even money issued by a desti​tute man for food is sound money for it puts him in position to accept money in exchange for the energy created by the food. As we free our minds from the old debt money psychology we shall get over our fear of permitting the buyer to buy and learn the intelligent fear of thwarting him.

Paragraph 9

Mr. TOPHAM: Do you then regard the valun as a solution of the unemployment problem?

A. I do most positively. Unemployment cannot exist in the presence of a free money system. When exchange power is available only to those who can win the consent of money lenders, stagnation of exchange including the commodity labor is possible. When, however, labor itself may be monetized, the purchase of labor is feasible to anyone who has materials upon which to employ it.

Discourse topic Number Nine which should appear next is missing from the papers in my possession. [current editor; February 17, 2003]

Questions and Answers Regarding Discourse Number Nine

Paragraph 3

MR. STERN: Does your statement that "the world is on a dollar standard" imply that the gold standard depends upon the dollar?

A. The gold standard means the ratability of promissory instruments (national currencies) in terms of the pegged com​modity gold. The ultimate significance therefore lies in the power that pegs the commodity gold. Through the dollar price of gold, the U. S. government offers more of all commodities than any other nation offers and hence the gold standard is but another name for the U. S. dollar standard. Should the U. S. government refuse to buy gold and offer to sell at the best mar​ket, it is doubtful whether any other nation would have the economic strength to peg gold above its actual value which might be as low as 1/l0th of the present pegged price. In any event the U. S. dollar would remain the soundest debt instrument in the world and hence the world standard.

Paragraph 7

DR. HIINONEN: You mention the security of a home. Is there not danger that one may be taxed out of house and home?

A. Realty taxes are imposed by local governments, but are payable in the currency of the Federal government. Unless the local government increases its tax rate, (and inflation in itself justifies no such increase) the tax levy will be an inverted ratio to the decline in the dollar and thus be no added burden. Broad​ly speaking, the national government depends upon taxes from exchange, i.e. taxes upon transactions, while local governments depend upon taxes on things static or out of exchange. The latter are much harder to collect because they require a slow legal process which moves even more slowly in times of national crisis.

Paragraph 8

MR. STERN: Why should anyone wish to exchange dol​lars for valuns?

A. To escape hectic exchange and secure stability.

MR. STERN: Would desire to exchange dollars for valuns imply that the valun had displaced the dollar as the world standard?

A. Yes. It would mean that in the valun there exists less uncertainty than in any debt medium and since the dollar is the best debt medium its flight into valuns would imply a new world monetary standard in terms of which all national monies would be rated.

Valun Study Club Discourse Number Ten. How Will the Valun Exchange be Organized?

We come now to a conclusion of this series of Discourses. After reading the foregoing Discourses and Parts One and Two of the Valun Monographs the student should be able to decide whether the statement in paragraph One, Discourse No.1 meets his approval.

2

It has been emphasized that the understanding of the theory of money is necessary only to those who would organize a money system. Even though an effort has been made to be brief, the study we have engaged in appears unnecessarily be​labored. Analysis will show that much of the effort was de​voted to getting notions out of the head rather than putting in the new thought.

3

If the mass of old theories has been dissolved and there remains no longer any resistance to the new thought, its prac​tical utilization becomes extremely simple. Those of us who intend to engage with the Valun International Exchange need but observe two essential rules to wit:

1. Permit no undertaking designed to peg the purchasing capacity of the monetary unit at any point. Free money must ever be volatile and abhor statics.

2.Organize a clearinghouse which is facile in service, avail​able to every buyer and economical in operation.
4

If these two rules are respected. all other questions become subordinate matters of preference. Remembering that while it is the function of money to mathematize value, it has no part in the causes that lead to the determination of value, the pro​jectors of the valun will of course never undertake to use money as a regulator. Money is powerless as is mathematics in any other sphere. When money is free, financial paracism will also be powerless, but commodity exchange will not be immediately free of other value perverters such as monopolies and political interventions. The valun will continue to mathematize these artificial values as they continue in exchange. The remedy for these evils will probably not be long in coming once the politico-financial system is broken. but the Valun International Exchange will in itself be able to do nothing other than reveal their causes and cure. The folly of monetary dictatorship that politicians have pursued will prove even more empty if it should beguile the authorities of the Valun International Exchange. [Rewrite the last sentence; ed.]

5

While the above simple rules are all that it is necessary for the operators of a money system to comprehend, the users of money need know even less. To use money requires merely an understanding of the rudiments of arithmetic such as addition, subtraction and division. If the money system functions prop​erly, the layman needs no further understanding. If it does not, there is nothing he can do about it. He has suffered from the miscarriages of money systems since their beginning. The trouble has not been the lack of understanding by the many, but the ignorance of the few. There has never been a scientific money system; there has never been a money mastery. If now, as we believe, we have mastered the subject, the common man will be blessed as he is always blessed when anew science asserts itself. If a new fallacy has been developed, nothing will have been contributed except elimination of would-be leaders; the followers will still be followers helplessly awaiting true leader​ship.

6

The Valun International Exchange will be organized when there are enough members to conduct among themselves a con​siderable volume of business and the valun will issue through the Exchange when there are enough members to make it cir​culate. It is contemplated that with the conclusion of these Discourses there will be organized a trading league on much the same basis as a Rotary Club. The members of this league will be business men and women who desire to see free money realized and who pending such realization resolve to form a closer union with each other and trade with each other in the interim on a dollar basis. Such league should have weekly dinner or luncheon meetings to discuss current events in the realm of money and finance and trade and projects for the development of valun sentiment and the organization of the Valun International Exchange. The League may publish an organ of intelligence through which its purposes will be pro​moted.

7

When the time comes for organizing the Exchange, it should be a voluntary association not incorporated as it should not be identified with any political sovereignty. By a simple constitution the members should provide a practical service or​ganization which may begin to serve only the island of Man​hattan but which may expand in any and every direction. Branches may be located anywhere in trade centers regardless of political boundaries with the ultimate clearance of paper from all parts of the world centering in New York. Each local branch will clear through a regional branch, which in turn will clear possibly through a continental branch, which will clear through the world headquarters in New York.

8

Any person or corporation, or other trading unit, any​where, should be eligible to membership on favorable terms and probably the most satisfactory way of rendering service on a metered basis will be to charge for checks and also for paper and metal currency at the cost of these materials plus a margin. The income of the Exchange should be so ordered as to cover its expenses only. It needs no capital, nor need it accumulate a surplus. It is in no sense a guarantor or underwriter. The only obligation it will have standing out will be its currency and this will be covered by the checks of the members who caused it to be issued. The currency can return to the Exchange only by a reverse process. The Exchange will be but a vast bookkeeping system, centering in one set of books the money transactions of the entire world. The officers and directors will be merely glorified bookkeepers.

9

The directors should select a vocabulary of a sufficient number of words to serve as international monetary terminol​ogy. These words should be adopted in Esperanto as the official language. Thus each people will conduct their international transactions in their native tongue and their external transac​tions in Esperanto. These distinctions need not follow political divisions but rather linguistic divisions. There is nothing that the directors can do to bias trade if they remain faithful to the principles of free money, but they may offend sensibilities if they show linguistic or national leanings.

10

The determination of what value relativity the valun shall represent at the time of its adoption is, as repeatedly stated, purely a matter of preference. It might be the equivalent of a bushel of wheat, a bale of cotton, a pound of brass or any other commodity. On the other hand it may be placed on a parity with an existing political money which has attained a signifi​cance, however poorly defined may be the paths by which it attained such significance. It is obviously easier to identify a unit in the public mind by making it at the outset equivalent to the current unit. Thus it will undoubtedly be decided to make the valun par with the dollar regardless of how much the dollar may have altered in purchasing capacity in the meantime. After the actual projection of the valun, the dollar and all other polit​ical units will decline in terms of the valun. The decimal system will also no doubt commend itself for fractionalizing the unit and it is my understanding the "cent" in Esperanto is rendered "cend.”

Questions and Answers Regarding Discourse Number Ten

Paragraph 3

DR. HIINONEN: You mention avoidance of pegging purchasing power of the monetary unit. What vitiating effect would such pegging have?

A. I said "peg the purchasing capacity." I never attribute purchasing power to money, for it has none. A pipe through which water flows has capacity but the power that moves the water lies elsewhere. The monetary unit is merely the conduit through which purchasing power flows, such purchasing power lying in the commodities or values exchanged. To define the unit as the equivalent of anything (with the reserve and guar​antee idea that usually follows) is to remove that thing from free exchange and thus distort exchange. Such pegging is purely gratuitous and the demand for it springs from the ignorance of money. Furthermore to peg a commodity requires a strong ex​change factor and such function while heretofore exercised by political states is entirely foreign to the proper function of a money exchange. All definition of the money unit must be permitted to escape the moment it begins to function. It is pro​posed that the valun instead of being defined as the indicia of a value represented by one or more commodities be defined as the equivalent of the dollar on the day of the valun's birth, whatever that may mean and however the dollar may have gained the significance then prevailing and regardless of how the dollar may vary therefrom subsequently.

MR. STERN: If the valun supplants the dollar, will it become legal tender?

A. The valun will be supported by natural law, and statutory law is quite superfluous. The legal tender device was created to overcome reluctance of acceptors. There is no such reluctance where there is no deception.

MR. TOPHAM: What will qualify a member of the Exchange?

A. That is for the governing body to decide. I would suggest a nominal membership fee as the only qualification.

MR. TOPHAM: How will credit be established to start the checking privilege?

A. I prefer to say debit since the process will actually begin with the debits to the accounts of purchasers. The debit policy must of course be decided by the governors. I favor unlimited debits for payroll payments because the purchase of labor is the purchase of the basic wealth and hence the valuns issued against it are soundly underwritten.

DR. CURRAN: How can members' checks cover currency?

A. Currency is merely another form of check made pay​able to bearer and signed by the Exchange, instead of to a defi​nite payee and signed by the payer. The member would write a check to the Exchange Currency Fund and be debited as with any other check. When the currency he receives and circulates returns to the Exchange it will be credited to the member who returns or deposits it.

[This is the end of the Valun Club Discourses Document. Additionally, there are some short articles written by Riegel pertaining to the club that were evidently written to accompany newspaper advertisements and for other publications associated with the Valun movement. -- Current editor.]

