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THESE NOTES ARE NOT COPYRIGHTS RESTRICTED. Copy, duplicate and spread them if you like, with your improvements and criticism.

At least in some cases a picture says more than a thousand words.

An attempt to trace, explain and justify graphically and in simplified models the issue and circulation of private banknotes, money tokens, purchasing certificates and goods warrants which are conveniently standardised and typified and in denominations like money.

The graphs sketch the course of the self-liquidating and non-coercive and thus non-inflationary purchasing certificates, notes, etc., issued by private banks, especially by associations of shops acting as banks. Many other institutions could issue their own clearing certificates, also, e.g. railways and other transport companies, electricity and gas works, post offices, insurance companies, oil and petrol suppliers, anyone offering services that are constantly and widely in demand.

It cannot be stressed enough that these certificates and tokens are not to be legal tender and are therefore not inflatable. Neither are they redeemable by the issuers in legal tender paper money or in gold or silver coins. Some of the latter types of issues are also likely for the future - but such issues are not discussed or described here.

By not being redeemable in state paper money or gold coins, these issues would not be subject to the fluctuations in the circulation of State paper money and gold coins. On the contrary, the shorter the supply of State paper money and gold coins is, or the more the State paper money is deteriorated, the more popular and more widely used this private money would become - if only it is not outlawed and if enough people become sufficiently informed on this freedom opportunity and challenge.

All goods, services and debts in our examples are assumed to be priced-out in stable value standards, e.g. in gold weight units. Any of the parties concerned is also considered as remaining quite free to pay, i.e., not obliged to pay  in actual gold weight units, in gold coins or in gold bars, instead of merely in private tokens expressing such gold weight units, by the declaration of the issuers that they will accept their tokens like so many grams of gold. 

No one will be legally obliged to use gold weight units not only as standards of value but also as means of payment. These two will be clearly distinguished, the one as value "standard" and the other as value "carrier" or exchange medium. Only under a forced currency (legal tender) or an exclusive gold standard are these two inseparably and dangerously combined.

Only the issuer himself - and those of his debtors whom he has contractually obliged - would have to accept the own notes etc. at any time at par with their nominal gold value, whenever anyone pays them something. Others will accept this private money at par only when this is its market value or when they owe the issuer or his debtors something.

The notes etc. here considered promise nothing but acceptance at par by the issuer, all associated members and their debtors, i.e. within a private payment community, when anybody buys anything from them or pays his debts to them. This has been aptly called "shop foundation", "reflux foundation" or "debt foundation" or "readiness-to-accept-foundation". The notes are given a value, at par with their nominal value, by creating a strong demand for them, at their nominal value.

Legal tender in this system will be safely and profitably, and also for juridical purposes, replaced by the right to offer and the obligation to accept clearing - in the agreed upon standard, here gold weight units as units of account - using any method of clearing and clearing certificates and alternative exchange media and value standards that are found acceptable or are especially agreed upon by contracts. 

Exceptions to this rule can only be made by special private contracts and for the predominant local currencies which are likely to develop. 

Trading customs and courts are likely to declare that anyone will have to be satisfied with payment in local currency, when it is offered in payment of debts, as long as nothing to the contrary has been agreed upon and as long as this local currency is valued at par with its value standard on the open market.

The number of these certificates, their total value, would only be limited by their cover - the goods and services ready for sale in the shops. Thus the goods side would be balanced against the money side. Their circulation could thus expand and contract as required and without inflationary or deflationary effect on the general price level because this, before and after, remains expressed not in these free-market rated, optional and refusable tokens - but in stable value reckoning units, here in gold weight units.

Anyone who knows or can envision the enormous quantity of consumer goods and services in any shopping centre, that are ready and waiting for sales or buyers equipped with sufficient purchasing power, and much more so, in all the shopping centres in a somewhat developed country, will be able to envision how vast the monetary demand for productive labour can be - if freedom to monetise these ready-for-sale-assets becomes introduced, for the proprietors of these consumer goods and services - and for those who have so far unsold and ready for sale labour power, skills or knowledge for sale.

Sound, alternative money issues, in form of wage and salary offers, will then begin to chase still unused labour and services and involuntary unemployment for more than a few days will become a rare exception.

The sellers of goods and services themselves, or through their agencies, will provide the purchasing power to sell them, in an economically sound way, e.g. as exchange media to pay wages and salaries with. 

The good among the competing (privately or cooperatively issued) monies will drive out the flawed and bad ones, especially the governmental and presently monopolised paper money, almost always deflated, inflated or stagflated - and will mediate all wanted and possible exchanges of goods, services and labour. There will no longer be any monetary bottlenecks to free exchanges. Immigrants & asylum seekers will become welcomed rather than feared.

Naturally, against an accepted gold weight unit, as a value standard, a private money token could also acquire a "price", either a premium or agio (very rarely but not impossible) or a discount (rarely only, due to the self-interest of the participants ). This possibility, of a market price for the private currency, is essential to the good functioning of the system. Badly managed and temporarily over-issued private money tokens must be revealed as such as soon as possible - by free pricing against the stable value standard used. As soon as a small discount occurs, further issues will be stopped, firstly in the interest of the issuer and secondly by widespread refusal to accept such notes in general circulation. The free market rate for means of payment acts here as a safety valve against over-issues.

(Henry Meulen pointed out that the note-clearing between the issuers would also and possibly most rapidly reveal any over-issues. The over-issuer could not offer enough sound notes in exchange for his over-issued ones. The clearing centre would publicise that fact in its own interest and that of all other potential acceptors and sound issuers. - J.Z., 31.12.02.)

The note discount also acts as a safety sign to prevent deflationary under-supply of the economy with exchange media. Until the first small discount appears in wholesale trading, or the note exchange of issuing centres, the market is not yet saturated with these exchange media and thus more can safely be issued, nay, should be issued wherever they find willing acceptance at par, by anyone in a position to issue such tokens. 

Money as a medium of exchange should be omnipresent and easily available, like the air we breathe. Otherwise, we will never be able to exchange all the goods and services we want to exchange. This does, naturally, not mean that the value standard used for all these exchanges should be diluted as much as possible. On the contrary: It should remain as unchanged as the metre or the litre measures are - while also being easily accessible to anyone. (In form of cheap but accurate enough measures.) Keeping metre measures scarce does no more help measurements than keeping gold coins or gold certificates scarce and vice versa.

Exchange media as well as value standards are, in essence, simply tools. As such they should be as plentifully and accurately supplied as it is possible for human beings to do. There should be no more any artificial shortage of them than there should be of e.g., fever thermometers, toothbrushes, pens and wristwatches, hammers and screwdrivers, rulers and weight units.

This would leave us with some fluctuations in the value of gold as a commodity. These are either considered as acceptable - usually by people sufficiently informed on the subject, people who realized that the present fluctuations of the "gold price" are actually largely fluctuations in the value of the exclusive and forced paper monies involved - or, those discontent, would agree among themselves upon other standards, more to their liking, which they should be perfectly free to do. This is one of the basic requirements of monetary freedom: 

Free choice to produce, accept or refuse or discount any exchange medium 

and freedom to agree upon any standard of value.

Wherever private certificates of the here described kind may be freely issued, they would tend to become a new local currency, though not a forced or exclusive one.

A characteristic of all these private notes is their limited circulation period for purposes of turnover credit only. They are not designed to circulate permanently but, rather, to "oscillate". They are issued, circulate for a short time in a rather limited circuit and then return to the issuer to pay the short-term debt upon which the issue was based. Then the notes are to be cancelled - to simplify control of the issues and help prevent forgeries and fraud.

The full circuit is usually enforced within a short period by the profitability of the exchange acts involved. But, for the sake of honesty and openness and also to prevent any blockages and to balance out the depreciation of the waiting cover goods involved, these private goods warrants and purchasing certificates should loose their full validity after a short period, after about 3 months. This should be clearly stated on all these notes, perhaps with the comment that these certificates are to achieve corresponding sales of services, including labour power and goods within this short period.

They are not to be means of savings, as such, for lasting cash holdings or hoarding purposes, but exchange or turnover means, issued to keep production and exchange of services and goods going without interruption, in the interest of everybody.

(This would also promote the regularity of turnovers or sales. It is these which, indirectly, give the productive capital assets their maximum market values as well. When goods and services can no longer be rapidly and profitably enough sold, then the capital values involved, as rated by a free capital market, will tend to become correspondingly reduced. - J.Z., 31.12.02.)

While particular note issues would thus rapidly disappear - like the consumer goods and services they represent, other issues would be made continuously, to disappear just as fast from general circulation. The process is repeated over and over again, almost like the safe issue of theatre or railway tickets.

The limited circulation area and period would make forgeries difficult and unprofitable. 

Central banks of issue will one day be rendered impossible by forgers using the latest techniques, as Prof. H. Rittershausen once predicted. The Nazi forgers during WW II came close to this, as did, more recently, some of the advanced colour copying machines, abused by forgers.
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I. Simplified model of the Private Payment Community of a Scottish Type Note-Issuing Private Bank, 

    Demonstrating the Pure Goods Bill Discount, also Known as "Banking Principle" or Real Bills Doctrine

    Since I could not easily attach explanations to the arrows, without distorting the text frame arrangement, I do   

    add them, in their sequence. (My Microsoft Word does not make such sketches easy & always drops back into    

    letter-size 10.)

The numbering used indicates the time sequence of the process.

This is, apart from the omitted gold redemption obligation - here replaced by gold value clearing - the traditional system of discounting sound short term and commercial bills, arising from goods sales, with banknotes. 

Details on this can be found in Peace Plans 9-11, 19, 40, and the other 2 essays in this issue No. 41. It is certainly not the only possible system although, seeing the obvious turnover basis: goods already sold from the factory to the wholesaler, and the severe discipline of the bill of exchange form, it may be the safest procedure. Only time and experience with freely competing banks of issue will tell.

The commercial bills here discounted run, as a rule, only for 2-3 months. If any longer period were used, then the used notes would not be fast enough drawn out of circulation and could thus depreciate. Too short a circulation period, 2 or 3 days, in the extreme, would, usually, not give them sufficient time to complete the circuit. There is no hard and firm rule on this except that the circulation period must be relatively short and that one must hold on to the free market rate for exchange media as a guide - like with any other turnover and pricing of goods and services. Here the goods or service is a private money token.

No miraculous credit or money "creation" out of nothing takes place. What appears as a "creation" and is, in its effects, often wonderful, is merely a conversion of inconvenient claims into convenient ones and clearing, even when paper means are used to facilitate it and a bridging credit is involved. No capital or gold stock is required.

1. A to B: Consumer Products                       8. E to D: Consumer Goods & Services

2. B to A: Bills of Exchange                          9. E to B: Banknotes

3. C to A: Banknotes                                    10. B to E: Consumer Goods

4. A to C: Bills of Exchange                        11. B to C: Banknotes

5. D to A: Labour & Services                      12. C to B: Bills       

6. A to D: Wages & Fees in Notes               13. C to F: Other Banknotes

7. D to E: Banknotes                                    14.  F to C: Own Banknotes      
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2. GOODS WARRANTS (PURCHASING CERTIFICATES) ISSUE BY SHOP ASSOCIATIONS FORMED INTO BANKS OF ISSUE, USING THE SHOP FOUNDATION OF THEIR MEMBERS AND, LIKEWISE, DISCOUNTING SHORT TERM CLAIMS THE MANUFACTURERS GAINED THROUGH SALES.

1. A to B: Consumer Goods                           9. D to E: Purchase Prices

2. B to A: IOUs or Bills                               10. E to D: Consumer Goods & Services

3. E to C: Acceptance Contract                    11. B to E: Consumer Goods, 

4. B to C: Acceptance Contract                   12. E to B: Goods Warrants for Restocking

5. A to C: IOUs or Bills                               13. B to C: Goods Warrants

6. C to A: Goods Warrants                           14. C to B: IOUs or Bills returned

7. D to A: Labour & Services                       15. C to F: Other notes returned (clearing)

8. A to D: Wages & Fees, in Goods             16. F to C: Own notes returned (clearing)

    Warrants, Purchasing Certificates etc.











Here, also, the numbering indicates the successive steps involved. This system has been described in details, with variations and additions, especially in Ulrich von Beckerath's three works republished in Peace Plans No. 9-11.

All acts are not one-sided but two-sided affairs. In every case merely an exchange takes place, a compensation or clearing of various claims, services and goods, even when paper certificates like the goods warrants are used for this purpose.

All of these exchange acts balance out within a reasonably short period, short enough to permit the circulation of the certificates at par with their nominal gold weight value.

The immediately available consumer goods in the stores form the real, immediate and tangible cover. Without this cover hardly any other exchange medium would be widely accepted, not even gold coins.

With this cover no "trust" or "confidence" or "metallic reserve" is required. In case of suspicion such means are either refused or very quickly redeemed by being carried to the shops and used there for purchases.

If no genuine over-issue has taken place then any "run" would merely lead to a faster turnover in the shops - and the shopkeepers would be the last ones to complain about that. One might even suspect some of them, in the beginning of the system, as liable to spread rumours, to cast doubt upon the goods warrants: "There is something wrong with these certificates. Do not trust them! Better redeem them quickly in the shops, before it is too late!" - just in order to speed up their sales!

3. SHOP ASSOCIATION BANK ISSUING GOODS WARRANTS TO MEMBER SHOPS

1. E to C: Repayment Obligation                          8. A to D: Wages & Fees, in Goods    

2. C to E: Goods Warrants                                    9. D to E: Goods Warrants for Purchase Prices

3. E to B: Goods Warrants                                  10. E to D: Consumer Goods & Services

4. B to E: Goods                                                  11. E to C: Goods Warrrants Returned & Cancelled 

5. B to A: Goods Warrants                                  12. C to E: Claim or IOU returned

6. A to B: Goods                                                  13. C to F: Stray Notes returned

7. D to A: Labour & Services                              14. F to C: in exchange for the own notes (clearing)

         









That the issue will be directly from the Association to the members is an unlikely but not impossible case. The numbers do indicate the time-sequence, here, also.

It is another case of liquidifying illiquid assets and of mutual clearing. Nobody is harmed or wronged in this "creation" of money. It is just a trade for mutual benefit, certainly not a creation of values out of nothing, with no obligation on the side of the issuer.

Once the payment circle in such a private payment community is closed (or rather the circles of several overlapping payment communities of this type) then there would be neither unemployment nor sales difficulties remaining among the members - provided only their services or goods are wanted by other members. Needs would be transformed into demand, i.e. provided with purchasing power. Under this system one can not only produce goods and services but also the means which exert the required purchasing power for them and, more obviously than with other money: goods buy goods and services buy services, without anyone being reduced to primitive barter.

Anyone in such a system would have sales for his products, wares or labour, to the extent that he can spend his money in which they are offered. Any productive seeker of money can in this system be changed into a provider of money, into a welcome customer, rather than remaining a bothersome salesman trying to sell you something for your scarce monopoly money.

The bank not only gives a bridging credit in discounting the short term claim and transforms media but also provides an insurance to the bearer through its notes.
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4. COOPERATIVE SHOP ASSOCIATION BANK ISSUING NOTES 

    IN DISCOUNTING  SHORT-TERM  IOUs OF THE WHOLESALERS.

1. B to C: IOUs                                            8. E to D: Sales

2. C to B: Notes or Goods Warrants            9. B to E: Deliveries

3. B to A: Orders                                        10. E to B: Payment for Orders

4. A to B: Supplies                                     11. B to C: Notes or Goods Warrrants Returned &    

5. D to A: Jobs                                           12. C to B:  IOU returned

6. A to D: Labour & Services.                   13. C to F: Foreign Notes returned

7. D to E: Purchases                                   14. F to C: Own Notes received back in exchange (clearing)

       









The action sequence is again indicated by the numbers. This is a possible but unlikely case. The factories would need small notes more than the wholesalers do.

No interest-free credit is given. The interest charge is expressed in the discount of the IOUs. But the interest rate thus charged will differ from the interest for a short-term capital loan. So much is available in form of ready for sale consumer goods & services, in all developed countries and in peace time, that competition would soon drive these charges down to the administrative costs, corresponding only to about 1/2 to 1% on an annual base, i.e. to 1/8 to 1/4 % for the 3 months period here envisioned.. Other short, medium and long term interest rates would not be directly affected. But there would be an indirect effect: Once all possible and desired goods and service exchanges take place, then total output and savings will increase and lead to more investments in medium and long term capital goods. This would tend to drive general interest rates for productive capital down, as well.

But the contrary tendency would also exist: Under full employment and with more capital available, so much innovation might take place, that productivity rates would go up and with it, probably not only the share of labour and management (in the additional productivity) but also that of capital. What the balance will amount to is a matter for speculation, and spending and saving habits will decide the issue.

Only the issuer - and his debtors due to contract obligations - will have to accept the own notes at par. Anyone else will be free to refuse them. Thus a genuine over-issue would, through refusals & court charges, lead to bankruptcy.
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5. THE MOST LIKELY CASE: NOTE ISSUE TO EMPLOYERS COMBINED WITH CHEQUE PAYMENTS  

    AMONG TRADERS

The numbering indicates the sequence. Actually, No. 11 could follow right after No. 1, depending on whether one considers them as constituting the shop foundation or as only restocking it upon re-ordering.

This is, basically, the Scottish System again but with gold-redemption being replaced by debt and shop foundation. The debt may be expressed by a commercial bill drawn by the employer upon the wholesaler or by an IOU of the wholesaler or by an overdraft granted by the bank to the wholesaler. Half the circuit is completed by money tokens the other by debt certificates.

The Bank will only be able to issue its notes for general circulation, employers and their employees will only accept them while they are traded and accepted at par at the Stock Exchange, clearing centres, local exchanges, and, naturally, at the shops. Otherwise, the bank puts itself fast out of business, temporarily or permanently. 

The free market rate for means of payment, the right to refuse acceptance and the publicity required for the issue procedure (see the writings by von Beckerath) make all other controls, especially by the bureaucracy, unnecessary.

If not turn-over credit but, instead, investment credit were given in this way, then the notes would have no immediate cover, not sufficient reflux. The shops could at best exchange their goods-stocks for medium or long-term bonds and would thus soon refuse to accept any more notes.

The system is just to maximise turnover and thus to make use of all productive potential.

1. A to B: Goods                                            8. E to D: Goods

2. B to A: Bills                                               9. E to C: Notes

3. C to A: Notes                                           10. C to E: Cheque Account Credit

4. A to S: Bills                                             11. E to B: Cheques for orders

5. D to A: Labour                                        12. B to E: Goods ordered

6. A to D: Notes                                          13. B to C: Cheques

7. D to E: Notes                                           14. C to B: Bills returned or declared paid

                                                                                 15. C to F: Foreign notes returned

                                                                                 16. F to C: Own notes returned
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6. A PRIVATE PAYMENT COMMUNITY USING ONLY CHEQUES AND CHEQUE ACCOUNTS 

    AND CHEQUE CLEARING AND NO STANDARDISED AND TYPIFIED CERTIFICATES 

    IN MONEY DENOMINATIONS AT ALL

1. C to B: Short Term Overdraft Credit                     11. E to C: Cheques Deposited                      

2. B to A: Cheques for Goods                                    12. C to E: Cheques Drawn      

3. A to C: Cheques Deposited                                    13. E to B: Cheques      

4. C to A: Cheques Drawn                                         14. B to E: Goods Orderd    

5. D to A: Labour                                                       15. B to C: Cheques Repaying Overdraft

6. A to D: Cheques                                                     16. C to F: Foreign Cheques returned

7. D to C: Cheques Deposited                                    17. F to C:  Own  Cheques returned in clearing

            8. C to D: Cheques Drawn

            9. D to E: Cheques for Purchases                                                  1

          10. E to D: Goods Purchased                      











The numbering does, again, roughly indicate the sequences involved. Even when notes or gold coins are used, the exchanges they negotiate amount to anonymous and multiple clearing. The gold coins used are then, mostly, just unnecessarily expensive "counters" for these clearing exchanges. Here the clearing is made obvious.

Cheques and cheque clearing are the means of exchange used. The standard of value used is the same as for the above examples: a gold-weight-unit, unless something else has been agreed upon. Against this the cheques could also suffer a discount in general circulation - which helps to restrict their issue to their economically sound and required volume. 

I could not more cause an inflation with my cheques than you could with yours. They are not legal tender and no one has to accept them at par with the value standard, or accept them at all, but the issuer - and his debtors under contractual obligation. This also applies to the bank. Neither you nor I are likely to accept, e.g. in wage or salary payments, cheques which do not have a ready shop-foundation and are traded at a discount against their value standard. A discount of such cheques in cases of over-issues would, perhaps, most rapidly appear at the cheque clearing centres, which accumulate an excess of these cheques. They would be the first to denounce such a bank, in their own interest, when they can no longer exchange them for stray cheques they had issued themselves, because the over-issuing bank has run out of them. This relationship is so obvious that such over-issues are no more likely than over-issues of theatre or cinema or railway tickets or the over-selling of hotel room space to several travellers who do not know of each other.
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7. EXAMPLE OF A CLEARING BANK USING ONLY CREDIT CARDS

1. C to B: Debited with Overdraft                              11. E to D: Good Purchased                      

2. A to B: Goods                                                         12. E to C: Credit

3. B to A: Transfer of Overdraft Credit                      13. C to E: Debit      

4. A to C: Credit                                                         14. B to E: Goods Orderd    

5. C to A: Debit                                                          15. E to B: Account Debited

6. D to A: Labour                                                       16. B to C: Credited with Sales Proceeds

7. A to D: Notice of Pay Credited                              17. C to F: Credit

            8. D to C: Pay Credited                                              18. F to C: Debit

            9. C to D: Purchases Debited                                                  1

          10. D to E: Account debited                       

         









The approximate time sequence is indicated by numbers. As long as States are still as powerful tax collectors, one can only hope that payment habits will not be developed too much in this direction. Why make it more easy for tribute collectors?

Under this system the credit on credit cards themselves could come under a discount against their proclaimed value standard. The acceptability of credit card payments would depend on there being no discount, or so small a discount that it would be considered acceptable.

The form of the credit cards does, as well as that of cheque books and cheque accounts with a common bank, indicate the existence of a private payment community within which all payments are cleared by technically advanced transfers.

Certain kinds, at least of the small transactions, will probably always be easier and faster settled in coins or paper money cash but such a comprehensive system is, theoretically, quite possible as well as the above sketched 100% clearing cheque bank.

Both systems also indicate the difficulties which would arise when they are very widely practised and legally there remains still a right of all creditors to demand cash, instead, regardless of whether this system, or another one, can supply the required cash, as rapidly and extensively as it is asked for. This problem is usually overlooked by money reformers and definitely not solved by the reckless printing and circulation of State paper money with legal tender - as an "insurance" in such cases.

In all the above sketches a 100% passing-on of the credit obtained, within the main circle, has been assumed. The following will roughly indicate how the participants get their cuts in this system.
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8. SIMPLIFIED MODEL OF THE TURNOVER OF X 10,000 AT RETAIL PRICES, SHOWING, ROUGHLY, HOW THE TURNOVER IS SPLIT UP AND BALANCED AMONG THE PARTICIPANTS

The figures used would  probably correspond only to the turnover of a single shop during one week, based  on a stock of , let us say, 50,000.

All debt relationships  are only abstracted here. Banks, wholesalers and shops and clearing centres have, naturally. also employees. All have to pay taxes, interest, insurance, rent, fees etc. but all such complications have been intentionally omitted here. 

The Scottish  System, amended by "shop foundation" and giro payments, has been taken as a base. 

Actual profit rates, interest charges, fees and margins have been ignored as well as many of the costs.

Generally, one might comment. with W. B. Greene (in: "Mutual Banking") that whosover SELLS goods or labour thereby BUYS money and that whosoever BUYS goods or labour does thereby SELL money. 

From this point of view it becomes clear, that in the interest of all buyers and sellers alike, the buying and selling as well as the production of this "commodity" MONEY should be as free as that of any other product or service, no matter what form this money takes, if only it is neither coercive nor exclusive nor fraudulent.

This system is safer than any other against runs, speculation, forgery, inflation or deflation. 

Only with it can the social problem and questions of underdevelopment be solved. 

As a monetary freedom system it embraces all other rightful systems of monetary reform.

1. B to A: 9,000 Paid for Goods                                 11. E to N: 9.500 Paid for Goods

2. A to B: 500 Profit of Wholesalers                          12. E to C: Credit

3. A to C: 500 Discount of Bill or IOU                      13. C to E: Debit      

4. A to E: 500 Employers' Profits                               14. B to E: Goods Orderd    

5. C to E: 450 Bank's Profit Spent                              15. E to B: 9,500 Paid for Goods

6. D to A: 8,000 in Labour                                          16. B to E: 500 Wholesaler's 
Profit Spent Proceeds

7. A to D: 8,000 in Wages                                           17. B to E: 500 Retained by Shops As Their Profit &

            8. D to E: 8,000 for Purchases                                           Spent by them       

            9. E to D: 8,000 in Goods                                            18. C to F: 50 for Charges & Fees

          10. D to E: Account debited                                          19. F to C: 50 "redeemed" by the Clearing Centre                        

             







 at the shops

         









(PLEASE NOTE: The numbers given above do not necessarily indicate the real sequencing of exchanges and profits in this sketch. Nor was an attempt made to indicate all the profits e.g., of and from labour, nor are the indicated margins realistic. I leave it to others to sketch a more complete and realistic image of these tangled relationships of mutual profiteering, of voluntary win-win relationships. - J.Z., 1.1.03.)
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Whoever would over-estimate (give more than is necessary for them) or under-estimate (by passing them on at less than their market value, which should be, mostly, equal to their face or nominal value) such private money certificates or other clearing means of exchange, could only harm himself.

Any attempts to over-issue would be fast found out - due to the limited circulation sphere and fast reflux, the free market rate for these media, their public quotation, the publicity for the issue proceedings, and the note and credit clearing arrangements between the issuing and clearing centres. He would also act against his own interests. He would not only lose his good name but very possibly his business - for a small and temporary gain. He could not harm the whole economy, since the general price level, reckoned in stable value standards, would remain unaffected by his somewhat depreciated notes. 

He would forego the real business opportunity he would have in this sphere: to supply an honest and serviceable means of exchange, kept at par with its face value and calculating in a stable value - and serving to promote and assure his sales. 

Here, less than anywhere else, would the consumers be willing to accept shoddy goods or services (exchange media and value standards) for any length of time.

The natural limit for all such issues, imposed by self-interest, is the amount at which the certificates are no longer readily accepted at par. Whenever this limit is reached, issuers, in their own interest, will stop further issues for the time being and all but their debtors will refuse to accept the certificates. Their natural reflux will then soon restore the par rate.

As said above, no force or compulsion should be exerted upon the participants in any exchange act to resort only to one particular means of exchange or to any particular (forced or exclusive) value standard. The choice of both, exchange media and value standards, should be free - or determined only by private contracts and by the customs of trading. 

No government has the right to interfere with voluntary arrangements between all kinds of free exchangers or traders (even if they had nothing but their working power to exchange as a "commodity" or service"), which these contractors believe to be in their mutual interest. 

Labour and services will become strong forces in a market under monetary freedom. It will be a seller's market rather than a buyers' market for them, as soon as the issue monopoly for money is abolished. 

Under certain conditions and in a perfect clearing system, the providers of labour and services could themselves become effective issuers of standarised and typified claims upon their labour and services and get them widely enough accepted, in their purchases, so that they will soon stream back to them, in payment for their labour or services, i.e., they themselves would thus provide paid employment for themselves - and would have anticipated that employment by their issues and spending their issues (their wages or salaries) in advance for getting their jobs.

Once a free market for gold exists again, then the value of a certain weight of gold on the free market would, probably and for the time being, be most widely accepted, if only as "the least evil", the least liable to natural depreciation and to manipulation. These clearing certificates, goods warrants, purchasing vouchers etc. would then be turned into gold-value currency by expressing certain gold weights and by the pricing of goods and services in gold weights - and the declarations of the issuers that they would take their notes at any time at their stated gold weight values. The redemption of such certificates in metallic gold would and could then take place "only" on the free market, in the usual gold trading, whenever someone really wanted gold instead of full consumer satisfaction through other goods and services. Please note that this free gold market would make available, as an open redemption fund, everywhere, all the gold that is freely traded in the whole world, which, obviously, far exceeds the gold hoard or reserve that any bank of issue under the "classical" gold redemption standard ever managed to accumulate It would be larger even than the gold hoards which the largest governments ever assembled - at the expense of their tax victims, under the delusion that such hoard would be necessary for a sound currency.

Under effective stable value reckoning, this particular desire, for redeeming exchange media into their metallic gold equivalents, would be expressed only by a few - apart from those needing gold for industrial purposes, including jewellery and artwork. For long term holdings and under these conditions most would then prefer to sign up for interest bearing gold loans, gold value bonds etc.

To speed up reflux of these private notes various steps could be taken: The circulation period could be shortened by discounting bills & IOUs with shorter periods to run, by shortening the validity period of the certificates, by accepting other means of payment only upon payment of a premium or by charging higher interest rates in discounting the notes than would be required for these loans - all in the interest of keeping up a persistent and high demand for the notes at their face value.

Someone suggested that the higher interest rate charges in such issues should be collected for the benefit of those who are first in repaying these loans.

At present numerous legal restrictions make it hard to impossible to establish such a bank - apart from the widespread ignorance of the possibility of monetary freedom and of its techniques. Objectively, every businessman, economics student and unemployed ought to study this system in order to be prepared to introduce it suddenly, as a self-help measure, in times of a severe economic crisis, when the material, moral and mental bankruptcy of a government would make it politically impossible to prosecute a large-scale sudden and successful application of this system, ridding e.g., a city of the size of Sydney or Melbourne, of 100,000 unemployed within a few days, taking them of the relief rolls, turning them into producers & and tax payers (tax slaves). (It could be done within hours, if the organisers know what they are doing, and the relevant news could be spread almost immediately via broadcasting. Instant printing for notes and certificates has been available for a long time. Then the politicians would not dare to apply the penal clauses against the organisers - because then they could easily lose half a million votes thereby, during the next election. Alas, numerous popular prejudices among all kinds of people remain the greatest obstacles.

A handbook on monetary freedom options is required. So far there exists only a long file of alphabetized notes on  monetary freedom ideas, facts and opinions, accessible under www.butterbach.net/freebank.htm 

J.Z.,  3/79 & 1.1.2003.
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