








  Got Choices?

  Who’s in Charge of You?

  By Kyle Bateman

  Edition: 2023-Nov-25

  Copyright GotChoices.org; All rights reserved



Got Choices?
	Got Choices?
	1 Foreword	1.1 Introduction


	2 The Theory of Choice	2.1 The Way Things Are	2.1.1 Life, the Universe and Everything
	2.1.2 Coexisting
	2.1.3 Causality and Feedback


	2.2 The Way Things Have Been	2.2.1 In the Beginning
	2.2.2 The Struggle to Survive
	2.2.3 Involuntary Servitude
	2.2.4 Good and Evil


	2.3 The Way Things Can Be	2.3.1 Systems for Governing
	2.3.2 Government and Money
	2.3.3 Big
	2.3.4 The Ideal Role of Government
	2.3.5 Principles for Choice
	2.3.6 Making Change	2.3.6.1 The Fall of Communism
	2.3.6.2 Telephone Deregulation
	2.3.6.3 The Information Age






	3 The Practice of Choice	3.1 Bringing Choices to Energy	3.1.1 Freeing the Electrical Grid
	3.1.2 A Future Look at Chemical Energy


	3.2 Bringing Choices to Education	3.2.1 The Economics of Education
	3.2.2 Higher Education
	3.2.3 Free Education


	3.3 Bringing Choices to Money	3.3.1 The Language of Money	3.3.1.1 The Balance Sheet
	3.3.1.2 The Income Statement
	3.3.1.3 Methods of Accounting
	3.3.1.4 Accounts
	3.3.1.5 Debits and Credits
	3.3.1.6 Balancing
	3.3.1.7 Putting it Together


	3.3.2 Understanding Money	3.3.2.1 The Evolution of Money
	3.3.2.2 Where Money Comes From
	3.3.2.3 Our Modern Banking System
	3.3.2.4 More Criticism of Banks
	3.3.2.5 Origins
	3.3.2.6 Interest
	3.3.2.7 The Economy
	3.3.2.8 Federal Centralization
	3.3.2.9 Legal Tender


	3.3.3 CHIPs: An Alternative Money System	3.3.3.1 How it Works
	3.3.3.2 Why we Need New Money
	3.3.3.3 Credit Hours
	3.3.3.4 Time is Money
	3.3.3.5 Why Money?
	3.3.3.6 Promises
	3.3.3.7 Making Chips
	3.3.3.8 CHIP Banks
	3.3.3.9 Constitutional Issues
	3.3.3.10 Legal Hurdles
	3.3.3.11 Sizing the Money Supply
	3.3.3.12 Inflation and Deflation
	3.3.3.13 The Real Cost of Money






	4 Conclusions	4.1 Our History
	4.2 Our Present
	4.3 Our Future
	4.4 Money
	4.5 Energy
	4.6 Education
	4.7 Parting Thoughts
	4.8 For More:





  
    	
      Title Page
    

    	
      Cover
    

    	
      Table of Contents
    

  




Got Choices?

 




1 Foreword
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First, thank you for taking some time to thoughtfully consider the principle of choice. In an age of fast food, fast entertainment and fast media, it is becoming unfortunately rare to find the time to just read and think. But there is really no other way to understand some of life’s biggest and most important questions.

Second, if you’re like me, and hate forewords and introductions in books, feel free to skip ahead to the beginning and jump right in!

I wrote this work because I felt I had some important things to say–perhaps some things we all need to be reminded of from time to time. Humanity has progressed to an interesting point in our evolution. We have unprecedented access to technology, resources, energy and information. And still, we have yet to show whether we will use it to help and uplift mankind, or just continue trying to subordinate and exploit one another.

This book is intended to help and uplift. And I believe there is nothing more uplifting than becoming the master of one’s own life, choices and destiny. But to do so requires effort and understanding. It requires that we talk to each other and discuss why individual free will is important. And then we must structure our society in a way that actually promotes the principles of self-determination.

As will be discussed later in the book, the Internet and the Open Source movement have been critical developments in bringing increased choices and opportunities to regular people. And as I considered publishing this book, it seemed inconsistent to just follow the centuries-old method of printed words on a paper-bound book. So I have chosen to format and publish it primarily for electronic formats.

The book is available on the GotChoices.org web site free of cost–simply with the hope that it will do some good. If you like it, please share it with others.

My experience in showing drafts to friends and colleagues is, it can be a lot to take in. So you might get worn out if you try to read it straight through like a conventional book. That is another reason it is published primarily in a web format.

Using the outline and the hyperlinks into separate chapters, it may be easier to digest one chunk at a time. The website also contains articles covering some of the same topics, but in a more abbreviated format.

The web version is not intended to be a static work like a printed copy. I intend to add and modify content as it seems appropriate and relevant.

Finally, what is published here represents my opinions only and is not intended to be a statement of fact. We all act according to the best knowledge we have available at the time. In the end, what we believe is a choice–just like most everything else in life.

Surely there are many things I haven’t yet considered, so I welcome your feedback, which you can send through the website.

Please read, think and enjoy!

 


1.1 Introduction

[image: Content Illustration]

Most of us would have to admit that we indulge, at least a little, in thinking about the way things should be in the world and how we might change things if only we were in charge. Everyone has his or her own unique set of opinions and, with them, a set of concerns regarding how things are organized and how they could or should be done better. And most people would concede that a lot of things in our world are kind of messed up–we probably could be doing things a lot better than we do.

But if so many people think the affairs of the world are not working the way they should, then why do we not seem to be making the needed improvements? If we all want things to be better, then why aren’t they getting better?

Who messed things up in the first place? Is it the government’s fault? Are there sinister, unseen forces operating behind the scenes in ways we do not recognize? Or is it those rascals in that “other party” who are to blame?

Throughout recent decades, many polls have shown extremely low approval numbers for the US Congress. Only around one in six Americans seem to think Congress is doing a good job. Yet, at the same time, most senators and representatives still get re-elected most of the time. In a related paradox, most people seem to think government is incapable of solving the problems of our day. Yet increasingly, government is being given more and more responsibility for managing the affairs of our lives. How do we reconcile these apparent contradictions?

When considering social problems such as poverty, crime, illiteracy and the like, where do we look for a solution to the problem? Very often, we think the answer is government. If something is wrong, “the government should fix it.” After all, isn’t this the job of government–to fix things? Well, maybe–and maybe not. This is one of the questions we will discuss in the following pages. Certainly it is a question we should think about carefully before jumping to conclusions. And as we do so, we would do well to clearly understand the forces of human nature, as well as those of our physical universe in order to predict how effective we are likely to be at addressing the problems at hand.

This book is written with the hope of fostering increased unity, in the midst of a very divided world, in a fresh approach to addressing some key social challenges which regularly arise through the course of human civilization. I say “fresh” but the approach is not new, really. The principles we will explore have been understood throughout history. But we now live in a world with access to new technology, better communication and more sophisticated ways of organizing ourselves.

We have progressed a lot–particularly in the last century or two. We now have access to resources unprecedented in human history. Have we gotten to a point where we can now do certain aspects of civil society better than has previously been possible? Can we re-think the way we organize ourselves socially and economically?

For centuries we have been deferring to government to solve a broad range of social problems. And in many cases government has accomplished good and worthy goals. But in a number of ways, it has also made a mess of things.

Regardless of whether you believe government is the problem or the solution, you must admit the challenges of crime, poverty and social justice are still with us. Whatever it is we have been doing hasn’t been very successful at making these problems go away. Wouldn’t it be great if we could find a way to use recent technological advances to organize ourselves in a new way to maximize prosperity, reduce crime and enhance opportunities for everyone to live a good life?

After all, isn’t that what are we really trying to accomplish here–to improve the quality of our lives? As it turns out, the answer probably depends on who you talk to. Are we trying to live lives filled with joy and satisfaction? Are we trying to make sure no one goes hungry? Are we trying to get richer than everyone else? Are we trying to get the most in gains for the least amount of effort? Are we trying to obey the will of a supreme being? What are the objectives of human social organization and how do we best accomplish them?

In spite of the wide disagreement among the public about what we really are trying, or should be trying to accomplish, I do believe a large majority of people can agree on a few basic principles. For example, I think most people would like to live in peace. By that, I mean most people don’t want to be involved in violent conflict with others. Given the choice, I think most people would not engage in war or conquest against their neighbors. Perhaps this seems a foolish assertion in light of the fact that our world history is so filled with war and conquest. But I don’t think so. Rather, I hope to shed some light on some possible reasons why, in spite of our desire for peace, we often end up mired in conflict and bloodshed.

As we search for a core of common values, so basic and universal that large numbers of people can find mutual agreement, a second principle emerges which also seems fundamental to human happiness: Most people want to be free to exercise their own will, making choices and living according to their own beliefs and best understanding. Self aware, we prefer also to be self-directed. Most people would rather be able to make their own decisions than to have things dictated to them by someone else.

So it seems strange that we spend so much time and effort building up systems of regulation and control, whose ultimate result is to restrict our choices and make it more difficult to exercise our free will, when we are clearly happiest exercising our own ability to choose. Perhaps we are more enthusiastic about our own freedom than in protecting our neighbors’ choices.

Maybe we see our own ability to choose as being in conflict with that of our neighbors. Or we suppose that by restricting others, our own freedoms will somehow be enhanced.

But history teaches us otherwise. In order to live in a world where we can truly direct our own lives, we must also learn how to protect the same freedom for others. Can we envision such a world? Our future may well depend on it.

For better or worse, there is an increasing belief in moral relativism. This is the idea that there is no inherent good or evil–it depends on your point of view and what you believe in. Many attempt to explain the universe in a way that excludes a god, a creator, or some other superior intelligence who establishes some over-arching set of moral principles for us to follow. And yet most people seem to have no problem recognizing evil when they see it in such acts as murder, rape, robbery and other such acts of aggression.

If there is no supreme being, no standard for good or evil which transcends our temporary stay here on earth, then where do these values come from? How is it we agree in such large numbers about certain behaviors being clearly unacceptable? What makes an act good or evil? At some basic level, we seem to agree on how reprehensible these crimes are. What they all share in common is, they rob their victims of what would otherwise be an ability for self-direction and self-determination. It is as though we are somehow hard-wired to know it is right to allow people to direct the course of their own lives, and it is wrong to try to take that freedom away.

So powerful is this concept of individual choice, it defines the difference between the very best and the very worst of human experience. Perhaps the peak of human joy and fulfillment is found when two people engage in sexual intimacy in a consensual and committed relationship based on mutual love, respect and a desire to responsibly nurture and raise the children produced as the natural result of this intimacy. In contrast, the most vile, hurtful and repulsive act of rape is based on the very same physical act of sexual intercourse.

In both cases, the parties are engaging in the very same activity. When they are both doing so by their own informed, free will and intent, the result is joy and satisfaction. When one of the parties is forced or tricked into participation, the result is grievous pain and suffering.

In a similar example, we find people are generally happiest when they can engage in productive work. But the practice of forcing someone into a labor, which they have not chosen, defines another offense widely understood as evil and repugnant–slavery. The fundamental difference between employment and slavery is the free will and choice of the person performing the labor.

So freedom to choose is clearly a critical component of human happiness. It is something we all need and desire. And we seem to agree in very large numbers that there is something inherently wrong about robbing people of their ability to choose. So is there a way to achieve greater social and political unity by identifying our common interest in this important concept?

In our modern political climate, we have become extremely polarized over a broad range of policy issues. We spend a lot of time arguing about which people should be taxed and to what degree. We fight over immigration policies, drug laws and regulations on business. We try to resolve what kinds of cars people will drive, what should be taught in school, and what should happen when we visit the doctor. On each issue, opposing sides fight as though the world itself might end if the battle is not resolved in the way they want.

Yet on these very same issues, we are often more or less equally divided. Forty something percent will vote one way, another forty something percent will vote the exact opposite, and ten to twenty percent are not really sure what to do and sway back and forth at any given time and on any given topic. If these issues are really so critical, how can we be so equally divided on what the proper course is?

In this politically divided social structure, we often use a process called democracy to decide how we all will live. First we engage in a debate where half of the population tries to convince the other half of its point of view. Then, in one way or another, we vote on the issue in order to see which group will win. Laws are instituted, according to the prevailing point of view, to dictate how things will be done. And then government forces the minority to live and act according to the wishes of the majority.

It turns out government is pretty good at making laws and enforcing them. But is this what we expect government to be, an instrument of force? Or is government supposed to be something else? Is it an instrument of compassion? Should it be the overseer of a “social contract” we all somehow made and are now obligated to comply with just by virtue of our having been born into the world? If so, who gets to decide the terms of the contract?

Why do we have government at all? And what kinds of things should it do? Are there things it should not be allowed to do? If so, who will keep it from infringing on those restrictions? Does government exist for our benefit? Or do we exist in order to support and maintain government and the people who enjoy its power? Is the purpose of government to make everyone else do things the way I think is right? And what happens if my neighbor is making government policy? Does he then get to decide how I must live my life?

Sometimes we do the same thing over and over just out of historical habit. It has always been done a certain way, so why change now? For example, people lived for centuries cultivating their fields by hand or using animal-drawn implements. It is only more recently, we learned how to harness stored energy to power machine-driven equipment and produce food at a much more efficient rate.

Conversely, some established habits and traditions have been developed over centuries for very good reasons. Prior generations have learned through experience that some things are best done a certain way. Even so, a new generation may toss the practice out in favor of a more modern approach, only to relearn a difficult lesson all over again. This phenomenon is embodied in the famous phrase:


Those who do not learn history are doomed to repeat it.



How do we discern which habits of our culture are helpful and useful and so should be preserved and protected? And how can we identify practices that can safely be eliminated or replaced by more modern and effective approaches? Should we re-think the way we do government? Or is it alright as presently constituted and shouldn’t be tinkered with?

These all seem to be difficult questions, and they underlie the point made previously: What is really the desired outcome? What are the end-goals of social policy? What are we really trying to accomplish? And is government, as we presently have organized it, the best way to get those things done?

My hope is not to further polarize political thought, but rather to unify people around a few very basic principles most of us can agree on. I don’t mean a 51% democratic majority that can win one election or another so it can then force the remaining minority to comply with its wishes. Rather, I mean a broad majority of 80 or 90 percent of people–a clear governing mandate, actually finding some common ground, for a change. And I believe this common ground should be built upon the basic ideas that most of us want to live in peace and we prefer to be able to make our own choices wherever possible. Can we agree on this much and then try to organize ourselves in ways which maximize those values for everyone?

In my lifetime, I have enjoyed discussions with a great many people coming from a variety of facets on the political spectrum: Democrats, Republicans, Independents, Libertarians, Constitutionalists, etc. In each case, I find a common theme: Most people share a quality or characteristic. We will call it “goodness.”

Maybe I am naive, but I really do think most people are essentially good. I say “most” for the same reason I think only 80 or 90 percent can agree, even on such an obviously worthy idea. Unfortunately, a few of us are just plain bad. Some people like to fight and some want to impose their own will upon their neighbors. But I think most people are not like this. Most of us are good, or at least want to be good.

Sure, people don’t always make the best choices. We don’t always know the best way to accomplish the things we want. And when it comes down to getting what we want, we sometimes end up hurting other people in the process. But I don’t think this is typically our objective. Most people just want to be happy and live lives of joy and contentment. Most of us would even say we think other people should be able to be happy too. But sometimes, it is just hard to step outside ourselves and truly consider other people’s happiness with the same passion we consider our own.

So are you a liberal Democrat? I think you are probably good and want good things. Are you a conservative Republican? I think you are probably good and want good things. Are you a Libertarian or a Moderate or are you somewhere else on the spectrum? Are you religious, or not so much? Are you Christian, Hindu, Jewish, Muslim or something else? Are you agnostic or atheist? I think you are probably good too.

I think a large majority of us could agree on these basic and important principles which center around the concept of choice. What’s more, if we could focus on these principles as we consider the ways in which we organize ourselves socially and politically, we could really improve on the richness and fulfillment of our lives. Armed with modern technology which can be used for both good and evil, it is ever more important to be firmly based on common ethical ground so we can build a future of peace and prosperity rather than one of conflict and subjugation.

So I hope to appeal to people across the spectrum of political and religious beliefs. Figure out who you are and what “factions” you currently belong to. I may appeal to you with some arguments, and I may say some things you disagree with. Hopefully, I won’t skewer too many of your “team’s” sacred cows. I may suggest how a certain principle might apply to your own set of beliefs. In doing so, it is not my intention to convert, to disparage, nor to promote one set of beliefs over another. Rather, it is my intent to appeal to people of all beliefs, and suggest that we can make it possible to co-exist in a way which respects individual beliefs and values while enriching and enhancing the quality of life for everyone.

I believe we are approaching a tipping point in the world–a time when conditions are ripe for change. If so, we will have a chance to decide where that change will take us. We are enjoying the benefits of increasing technology and globalization. But at the same time we see stresses mounting on antiquated social, monetary, regulatory and production systems.

In recent years, we have experienced ongoing instabilities in the monetary system. Financial disaster has been averted only through dramatic interventions by the central banking system. In light of these challenges, our mounting public debt and increasing market volatility, It seems reasonable to expect a possible monetary failure or some other type of significant economic distress in the coming years.

If this occurs, one of two things will happen. Either:


	People will be prepared with fresh ideas about how to reform civil society so we are less prone to the same types of breakdowns in the future, or

	One huge failure of government will merely be replaced by an even bigger and more onerous form of government, doomed to fail again at some point in the future.



If the latter happens, quality of life is bound to suffer for people who prefer the freedom to exercise their own free will.

In the following pages, we will dabble in a broad array of topics from history and physics to economics and social policy. Why so broad? Because the principles of choice transcend the boundaries of philosophical and scientific thought. How we respond to the power of choice forms the basis of our history, our culture, our technology and our government. Our choices form our reality.

First we will discuss the forces which seem to be inherent to our existence–the conditions in which we live. Next we will try to understand how these forces have been formative in the history of the world so far. Then, after discussing some hopes and dreams about what we might accomplish if only we could better coexist and cooperate, I will present a few proposals in specific areas of public policy: energy, education and monetary policy.

My goal is to discuss a few examples of ways in which we could make incremental but immediate improvements to prepare us so, if and when a tipping point comes, and existing social, regulatory or economic models begin to fail, we will be ready with tested and working alternatives. Hopefully, civil society will then be able to evolve toward more sustainable peace and human joy rather than falling into a state of deeper conflict and more profound human suffering and bondage.

My proposals are not, by any means, intended to be an exhaustive list, or even the “most important” list. Rather, they are just a few examples which hopefully, illustrate how we can re-think certain public policies in a choice-centric way. I hope others will add to the dialog with their own specific proposals dealing with issues in other areas of the economy.

 





2 The Theory of Choice
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This section is about the reality we live in and why enjoying and exercising our individual free will is so important to human existence.

What are the laws that govern the universe? What are the forces that affect human behavior? Most importantly, how do we react to these conditions as we relate to and interact with each other?

We will explore these questions in the following contexts:


	What are our present conditions and constraints?

	How has mankind evolved and interacted in the past?

	How might we do better going forward?



 


2.1 The Way Things Are
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Different people are bound to have different opinions about such things as how we got here and what is going to happen when we leave. You may believe the earth was created in 6 days, about 6000 years ago. Or you might believe the earth is over 4 billion years old. You may believe we live in a universe that is eternal and unending. Or you might believe the universe spontaneously exploded into existence about 15 billion years ago, creating not only the matter we see, but even time itself–and all of this came out of an unfathomable amount of energy compressed and concentrated into a single point, a dimensionless singularity.

Regardless of how it all came together and what, if anything, made it happen, here we are. There are around 7 billion of us spread out across this spinning globe, which itself is hurling through the expanse of space at an incredible rate of speed. We seem fortunate to be just the right distance from a big mass of burning helium and hydrogen. Any closer and we would dry out or burn up. Any farther away and we would freeze.

Is the earth just fortunately situated or was purposefully situated? Or have our life forms just evolved specifically for the set of circumstances that happened to emerge on our world?

Regardless, we find ourselves here, and we are alive. That means we get hungry. And as time goes by, we get more and more hungry until we eat something else that is also alive.

Some of the time we are tired. Then we have to sleep. Sometimes we are too hot or too cold or something else makes us uncomfortable. Perhaps we are lonely or afraid.

These very discomforts drive us to do something to make ourselves feel better. This might mean gathering something to eat or finding someone else to be with. It might involve finding things or making things to keep us warm or to make it easier to eat or sleep.

When enough time goes by, we die. Or at least, we don’t seem to be alive any more. We’re not really sure about all of this because the only ones of us still around are the alive ones. But we have seen others die. And we know there are lots of things around us that are not alive.

We know what it is like to be able to think, to see, to know, to predict and to become. But we don’t know for sure what it will be like or if there will be anything left of our consciousness after we die. We are pretty sure each of us will die eventually. After all, everyone we have seen die seemed to be just like us before they died. So it seems pretty obvious what is going to happen. It is just a question of when, where and how.

So what do we do while we’re waiting? We eat. We sleep. And we try to make ourselves more comfortable. That comfort comes in a variety of forms including physical, emotional, psychological and intellectual.

 


2.1.1 Life, the Universe and Everything
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So what is this “being alive” thing anyway? What does it really mean? And how is it different from other things that are not alive?

Our experience, so far, would tell us life itself is quite mysterious and probably very rare in the universe. To explain, let’s talk about some of the things we know about our existence. According to our observations, the universe seems to obey a set of rules or natural laws, as we call them.

One such rule is time.

We’re all very familiar with it, we never seem to have enough of it, yet strangely, we’re not really sure what it is exactly. It seems to be moving somehow in a forward direction at a fixed rate. But our more recent observations indicate that time’s rate of passing may not be so absolute after all. In fact, it may be somewhat different for other observers seeing it from different points of view.

Another interesting rule is gravity. Objects of mass, or substance in the universe seem to be somehow attracted to each other. Left alone in space, they will tend to coalesce into clumps–stars, planets, comets, asteroids, black holes and the like.

It seems fortunate that we are held by gravity to this large spinning globe we live on, along with an adequate and replenishable supply of oxygen, also held here by the same force. If not for gravity, we would be hurled off into space by our own inertia and be unable to obtain the food and oxygen needed to sustain our lives. Still, we hope gravity does not bring some other stray clump of matter crashing into our earth. If it does, we think we are unlikely to survive.

Another natural law has to do with energy. There seems to be a fixed, or finite amount of it out there. It can manifest itself as objects of mass such as the things we touch or feel, or it might just exist as heat or waves of electromagnetic radiation. At times, mass can become energy or energy can even become mass. But the total amount of the stuff in existence doesn’t seem to change over time.

With some objects, particularly very small ones, it is difficult to determine if they exist as mass or energy. Sometimes when we look at them, they behave as we would expect a mass to behave. Other times (particularly when we’re not “looking”) they behave more like energy, or waves. As we study things of smaller and smaller size, they behave less like what we are accustomed to in our normal experience, and more like something very different.

One of the most intriguing laws of the universe is related to time, and the way things tend to break down as time progresses. This phenomenon is called entropy. The law of entropy simply tells us that as time goes by, things seem to get more and more chaotic, or disorganized. In a way, it may be entropy that defines the forward direction in which time moves, or seems to move.

One classic example of entropy involves a jar filled with marbles of 3 different colors. If you carefully fill the jar first with a layer of red, then a layer of white and finally a layer of blue, the marbles could be said to be “organized” in some way–by color, for example. It would take a fair amount of work to get them organized in just this way. And if you then left the jar sitting around, particularly in an area with children in it, the most likely scenario when you came back later is, the marbles would no longer be organized.

If you just shake the jar yourself, the marbles will start to “disorganize” themselves into what we might call a random distribution. The marbles will eventually become so random that if you reach into the jar blindfolded and extract a marble, you will have a perfectly even probability of finding a marble of any of the three colors. In other words, one third of the time you will get a red marble, one third of the time a white marble, and one third of the time a blue marble.

The more times you repeat this experiment, the more exact this “one third” distribution can be measured. Theoretically, if you continued to shake the jar enough times, eventually the marbles could conceivably fall together back into their original and organized state, layered by color. But the chances of this happening seem so incredibly small and the outcome so rare, we would say it is practically impossible.

You may think this seems obvious or even trivial. Of course, when we shake a jar, it is extremely unlikely for the marbles to end up in evenly organized layers. Everyone knows, the more you shake things, the more mixed up they become. But why? And if everything always gets less organized over time, then how is it that anything ever got organized in the first place?

One reason entropy is so fascinating is because of the implications of what it means to be alive. However old the earth truly is, it seems to have been here much longer than we have. However long the universe has been around, there has clearly been a lot of time go by. And there has certainly been a lot of “shaking” going on.

How is it that anything is still organized at all after all this time? How could there still be a clump of hydrogen and helium burning nearby that gives us just the right amount of heat and energy to sustain life? Why is it that the globe we inhabit has a very different chemical composition–but just what we need to sustain life? And how is it there is life at all?

Anyone who has studied even elementary biology will recognize that living organisms are very organized and complex. Our DNA itself is perhaps the ultimate in organized matter, containing groups of atoms intricately arrayed in such a way that they can store, replicate and express every single characteristic of our physical embodiment, or what biologists would call our “phenotype.” The DNA molecule represents a much higher level of organization than the jar filled with organized rows of marbles. We said the chances of the marbles falling together by chance into a particular organized state is so rare, we would consider it impossible. But in reality it is billions of times more likely than if we shook a bunch of atoms together inside a jar and expected them to fall together into a functional DNA molecule.

Yet there it is, DNA exists. And here we are. And not only do we have DNA molecules, but we have all the physical manifestations of that DNA such as eyes, ears, lungs, heart, blood and bones. It all works together in amazing ways to keep us alive, eating, sleeping, reproducing and waiting. How did this all happen in a universe where things tend to get less and less orderly over time?

Again, the purpose of this book is to unite–not to divide. And historically, the attempt to answer these important questions has probably divided more people than it has brought together. So rather than attempting to answer it, let’s instead focus on how marvelous it is that we each exist as willful and sentient beings who can ask and answer such questions individually, and to our own satisfaction.

We can each have our own beliefs about what life is, whether it came from somewhere and if so, from where or from whom. The truth will not be changed depending on how many people believe one way or another. But truth can certainly be pursued in a variety of different ways, and no one has to worry that someone else may be pursuing it in his or her own, unique way. Isn’t it great, we each get to choose what we will believe and how we will arrive at those beliefs?

Most of us should be able to agree on the existence of entropy–the idea that the universe seems to be moving in a direction where things tend to break down and decay. Isn’t it interesting, living things appear somehow to move in the opposite direction? When a force such as wind or rain is applied to something dead like a mountain of stone, the result is erosion. The mountain eventually ends up in the valley and all things tend to flatten out over time.

But when a living thing encounters an opposing force, it often reacts by resisting and becoming stronger. And even when it doesn’t, often we can “zoom out” and look at things on a larger scale. For example, an organism’s species can be viewed as a kind of a macro-organism, and it too seems to be alive. Even as an opposing force may kill off an individual organism, still it often ends up strengthening the species itself, making it more resilient to that force in future generations. Even as the mountains are eroded by the weather, the earth itself is somehow alive with internal tectonic cycles gradually pushing up new mountains as the old ones fall away.

This is the basis for how evolution works. What doesn’t kill you makes you stronger. When you exercise, you are breaking down your muscles. You may even lose certain cells in the process. But your body builds back up even stronger so you will be better prepared for the next time. In the same way, when a predator or a virus picks off weaker organisms from a living population, the population itself becomes stronger, wiser or more resilient so it can propagate and better survive.

Dead things tend to erode and break down. Living things tend to organize, heal and strengthen themselves. They do tend to produce a net trail of entropy in their wake as they go through the process of staying alive, so the total disorder in the system is still increasing. But living things do seem to fight back in a way that dead things do not.

They do rise in the midst of adversity. They do progress and often become better and more organized over time. Whether this is an endowment from a divine creator or merely an artifact of the big bang and statistical chance, we may never settle to everyone’s satisfaction. But it is a critical fact of our existence which we should attempt to better understand as we determine how we will interact with one another in the context of social organizations.

So, let us recognize what we observe and see if there are some things we can agree on.


	We live in an entropic world–things tend to break down over time.

	Living things appear to reverse entropy, at least for a time and within some limited scope.

	Living things require ongoing energy to continue living, adapting and organizing.

	Some living things get their energy directly from the sun.

	Others get their energy by exploiting other things that are, or have been alive.



Whether you call this “the plan of a supreme being,” “the circle of life,” “dog eat dog” or “a very rare and fortuitous coincidence,” this is the basis for your set of beliefs, or what we will call your Faith. This word is chosen purposely in order to make an important point. We will capitalize it when it is used in this context.

It doesn’t matter whether your Faith is expressed by membership in a religion, devotion to a political party, or confidence in a particular set of scientific theories. It is still a belief system.

It is ultimately a way of thinking about and explaining the phenomena of life and existence. It is an attempt to answer what we might call the “big questions” such as “what are we,” “where did we come from,” “why are we here,” and “what will happen to us when we die?”

So far in our experience, no one has been able to definitively prove their answers to the big questions in a way that satisfies everyone else. Rather, it seems, we all believe what we will, just because that is what we believe–not because it is the only, or perhaps even the most likely explanation.

We typically believe in things because we feel they are right. Some parts of our beliefs can be explained or perhaps even proven in some way. But other parts that are not yet explainable, we often just accept as axioms or tenets. These are the things we still have to “just believe” or “have faith in.” This constitutes our Faith.

In addition to laws of the universe, there are also laws of human behavior. For example:


	Different people tend to answer the big questions differently.

	Stated another way, different people have different Faiths.

	Different people have varying desires, standards and ideas about how to live their lives.



This leads to another big question each of us has to answer for ourselves:

Are you OK with that?

What if the people around you subscribe to a different Faith? Does someone need to set them straight? Or is it possible to get along and even cooperate in the midst of this diversity of opinion?

We may answer that question in two ways:


	The one we show by our words, or

	The one we show by our actions.



 



2.1.2 Coexisting
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Things that are alive exist in varying degrees of complexity and intelligence. Those life forms we sometimes label as “higher,” tend to feed on and subjugate life forms we consider to be “lower.” We appear to be the only species self-aware to this degree and in this unique respect: we have developed speech and the written word–an abstract language used to describe things and to communicate with each other.

We can explain objects and ideas, and we can express our desires. With this language we sometimes attempt to explain what we are and how we got here. While most of us believe we are superior in various ways to other life forms, still we seem to care about those lower forms of life in one way or another. We take care of them and we value them as being important, even if it is only as a part of our own comfort and happiness.

To illustrate, many people would object to eating a monkey, a dog, or a horse. But many of the same people might not think twice about swatting a fly, taking an antibiotic, or eating a salad. Some people would happily eat a cow or a pig. Others might object and think it is best to stick to the salad. But these are distinctions based on degree rather than fundamental type.

We must all admit to consuming lower life forms and ending their life for our own benefit. We also regularly enslave lower life forms for our own pleasure and comfort. We grow lawns and mow them. We keep pets on leashes or in cages. We raise cattle for food. Even when we rescue or protect endangered species, it is ultimately only because we believe it will improve our own quality of life.

So what about eating or enslaving another human being? Certainly there have been cultures throughout history who have done some of each. Although cannibalism has been relatively rare in our history, certainly slavery has been the norm–not the exception until just the recent past. It is only in the last century or so that slavery has become universally outlawed throughout the world. But in spite of this recent enlightenment on the issue, we will show that involuntary servitude still continues today in various forms, both legal and illegal.

The point is, we typically see ourselves as humans–being supreme, or at the “top of the food chain.” In the spectrum of life forms, we see ourselves as different somehow from the rest of life on the planet. We feel responsible for “lower” life forms, yet we regularly consume them and subordinate them solely for our own benefit.

But there is something that is, and should be different about how we relate to other human beings. We are peers. Intuitively, we understand we should be treating other people as equals–not as servants or slaves.

If your Faith includes a belief in a god, you may perceive another level, still higher on the scale of organizational complexity than our own–that of God himself. Presumably you would see Him as more intelligent and more powerful than humans. Maybe you see us as subordinate to Him in the same way we might see dogs or cats as subordinate to us. Or you might view God as a more advanced form of us–a Father, if you will.

Regardless of the way your Faith understands the nature of God, you would have to admit that He rarely, if ever, makes Himself known in a widespread or indisputable way. If He exists, He does seem to give us wide latitude to make our own choices–both fortunate and unfortunate. We call this free will–the ability to choose. And assuming there is a God, this free will may be His greatest gift to us. Either way, it is a powerful endowment, one we should use with care and thoughtfulness.

So here we are, all together and with the ability to act and to choose. Not only can we act for ourselves, but we can also make choices that affect other people. By our choices, we can enhance joy and satisfaction for other people or we can impair or even cut their lives short.

We are of the same species as the other people on earth and no one seems specially qualified or entitled to “take charge” and decide how things will be done. There doesn’t appear to be a “sheriff” around to keep us all in line with some divinely prescribed set of behavioral rules. We may believe people will eventually be punished by God for their harmful acts. But these consequences are often said to be postponed until a future life or existence.

So if regulations and/or punishments are to be applied in the here and now, it seems we will be doing this to each other. But any time one group attempts to rise up and apply its own set of rules to the rest of the people, in a sense, they elevate themselves above the rest of humanity–playing God, if you will, and attempting to apply their Faith or belief system to “lower beings” whom they evidently perceive to be somehow less intelligent, less enlightened, or less worthy.

To the degree we continue to do this, we end up reduced to clans, groups, Faiths, or tribes continually fighting with each other over a set of cultural beliefs or practices. Some fight to subdue others and some fight to defend themselves from being subdued. Some fight in an attempt to convert or eliminate others who do not subscribe to their Faith. But in the end, there is likely to be fighting. And the strong are going to prevail, in one way or another, over the weak.

It is like the forces of evolution acting in the environment around us. The strong tend to monopolize available resources, leaving less for the weak. Where differences exist between people, their choices seem to come down to force, retreat, or compliance. We can fight, we can run away, or we can submit.

In other words:


Our natural world is ruled by force.



While we may attempt to mitigate this fact by inventing and instituting systems of civil society such as laws, regulations and justice, these too will need to be both applied and defended by force. Ultimately force, applied by those willing to use it, has the power to prevail over the acquiescence of those who will not. Is there a way for agency to survive amid this brutal law of nature?

We all have a Faith of some kind. For some, this means a belief in God as a superior being who has a set of rules he wants us all to live by. Others may choose to believe that the is no such god. Some people express their Faith by devotion to science or a set of political beliefs.

But across our Faiths, most people have some kind of reverence for life and an instinct to respect the free will of others. So there is reason to hope that we can establish a set of mutually acceptable behaviors to:


	protect the weak from oppression by the strong, and

	provide for maximum possible expression of free will and choice.



Still, we must remember that the world does contain some people, hopefully a small minority, who won’t hesitate to place themselves in a superior position, consuming, exploiting, or enslaving their fellow humans, given the opportunity.

Because our Faiths are different, we relate to each other differently. This happens whether we are aware of our own principles or not. And even when we are aware, our actions toward other people may not be fully in harmony with our beliefs.

So Faiths aside, let us now attempt to categorize a few different ways we relate to each other as we go about trying to meet our own needs and desires. These will be defined by the way we act toward each other–not necessarily the way we believe we should act under ideal circumstances.

In order to simplify this discussion, we will not diverge into either the merits nor the faults of subjugating lower life forms such as plants and animals. For now, we will deem it acceptable (understanding that some will disagree). So whether your Faith allows consuming dogs, cows, vegetables, yogurt or just plain water, we will focus solely on how we attempt to relate to other human beings as superiors, equals, or subordinates.

For this purpose, we will identify three separate behavioral groups. Of course this is an over-simplification. But it is illustrative to define “P groups” as follows:


	Producers

	Parasites

	Predators



Producers are those who look to the earth and its resources for their energy. In the same way plants reorganize inert substances such as carbon dioxide and water into the building blocks of life using the energy of the sun, a farmer, for example, might exploit those same organisms by planting them in a nice flat field, watering and fertilizing them, and eventually harvesting, eating or selling them.

A subsistence farmer might not really need much from other humans. If he can be left alone with some ground, some water and a little time, he can add the necessary work to create an oasis of life–negative entropy, if you will–and he can use this energy to sustain his own life as well as the lives of others.

In contrast, parasites seek to take their energy from other people. Admittedly, even the farmer is a parasite in relation to his plow horse or to the corn plants growing in his field. But again, that is not what is meant here. Rather, the term refers to a person who lives or feeds off the energy created by other people.

Let us examine the example of a slave owner, or “master.” When one person can “own” another person, it greatly reduces the amount work he needs to do himself. Instead, he can make the slave work for him to produce the energy he needs. As a result, his life can be more comfortable with less effort being expended.

A parasite may even show some degree of care or even compassion for his slave since he values the energy he derives from the relationship. After all, it would not serve the master’s long term interests to work the slave to death. But the parasite is not generally concerned with the happiness, well-being or free will of his slave except to the degree it affects his own comfort or prosperity.

Predators are similar to parasites in that they also depend on other humans to fulfill their needs. However, the predator is even more dangerous. He does not care about preserving his victim–even for selfish purposes.

While human predators rarely eat their victims, it is common to destroy them whether physically, emotionally or financially, in the process of plundering their resources. A thief who regularly enters the farmer’s field just to steal a few carrots each day is more of a parasite than a predator. But a person who enters a home and kills its occupants just so he can steal what valuables he can find is truly a predator. He doesn’t care if his victim is destroyed. He will worry later about finding another one the next time he is in need.

Some people might claim everyone is a parasite since we are all interdependent with other people for practically everything. The key distinction is the opinion, or perspective of the person being exploited in the relationship. If two or more informed, consenting and competent people voluntarily agree to exchange value in a working relationship, both are producers and neither is a parasite. It is when one of the parties has not knowingly consented to the deal that the other is a true parasite.

It is also important to understand that people come with a wide variety of skills and abilities. Due to training, natural intelligence or physical abilities, one person may be very capable of, not only providing for his own wants and needs, but also those of many other people. In some cases, people might be physically or mentally less capable of productivity. For purposes of our discussion, a predator or parasite should be defined more in terms of his willingness to work for his own needs, rather than his ability.

When people can produce for their own support, but instead choose to take from others, this is parasitic behavior. When a person is less able, or perhaps even disabled, we expect them to do what they can for themselves, but no more. So productivity might well be defined in relationship to one’s individual abilities rather than on some sort of absolute scale.

These P groups are particularly interesting when we think about the effect of entropy on our world. While there are plenty of resources in the earth to take care of our needs, these resources tend to exist, more often than not, in an entropic, or disorganized state. What does this mean? Another way of explaining it is called a “low energy” state. This means we need to add work, or energy to in order to make the thing usable.

A good example is iron. Iron is useful for making a variety of tools to make our lives better. But if you leave something made of iron out in the environment for very long, it will begin to break down, or oxidize. Iron becomes iron oxide, and gives off energy in the process. This is like shaking the jar of marbles referred to earlier.

Iron is an organized or “high energy” state and iron oxide is in a less organized or “low energy” state. Most of the iron deposits in the earth exist as iron oxide because if iron comes into contact with any oxygen, it will begin to oxidize all by itself. Because of entropy and the passing of time, nearly all iron has already “fallen down the energy hill.” In order to make useful iron out of it, we have to add that lost energy back in.

We have access to all the things we need, but someone typically has to add the work necessary to put them into a form we can use. The earth produces a limited amount of fruits and vegetables spontaneously–but not nearly what we need in order to keep all the people of the earth alive. In order to do this, we need people to work on farms. The farms need things like tractors, and the tractors need fuel and maintenance. Other people are needed to produce the fuel, to build the tractors and to keep them running.

This is the basis for the field of economics. Resources exist, but they are scarce. There is not enough to go around unless we add some additional work, or energy. Economics is the study of how people acquire scarce resources, add the required work to make the things we need, and then distribute those goods to the people who want and need them the most. This is how we satisfy our hunger and make ourselves more comfortable while we wait.

 



2.1.3 Causality and Feedback
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The laws of economics are just as real as the laws of physics. Part of this has to do with the structural realities of the universe we live in and some of it with human nature and the way our minds work.

In the field of physics, we know how an inert mass will react when a force is applied to it. For example, if you are floating in the middle of a lake in a boat, and the wind begins to blow, the boat will begin to move in the direction the wind is pushing it. We even have a formula for this: A = F/m, which tells us the rate at which the mass (m) will begin to accelerate (A) in the direction the force (F) is pushing it.

When this happens, it seems intuitive that the force is “causing” the mass to move. In fact, it is so intuitive that we quickly learn to relate to the world around us by trying to cause the things we want to happen.



We do this by attempting to apply forces at various times and places, trying to get the kind of effects we are hoping for.

Much of our social interaction as well as our public policy is oriented around trying to apply the forces we think are necessary to produce the outcomes we want. After all, if the world is ruled by force, maybe we should become skillful at asserting the forces needed to push things in the direction we want.

But sometimes, nature is more subtle than the simple A=F/m formula might lead us to believe–particularly when dealing with systems that are “alive” in one way for another.



For example, imagine the boat on the lake is a sailboat piloted by a captain who wants to arrive at a particular place on the shoreline. When the wind begins to blow, the boat is much less likely to just start drifting off in the direction the wind is pushing it. Rather, things will happen on board such as the captain adjusting the sail and the rudder. As a result, the boat will move in an entirely different direction. This phenomenon is called “feedback.”

Feedback simply means, when a force, or stimulus is employed, two things happen: one is the normal, intuitive reaction you might expect such as an initial motion of the boat drifting in the direction of the wind. But the second result is, some internal mechanism reacts by reaching back inside the system itself to adjust, or change the way in which the system reacts to the input. This is the feedback. And often, a very slight amount of feedback in a system can dramatically change the overall result we observe at the output.

In feedback theory the first, or intuitive result is called the “forward” path or function.



It recognizes that there is a certain stimulus coming in such as the wind, in our example. And there is a certain result coming out, such as the motion of the boat. The mechanism of monitoring this result and then sending adjustments back into the system is called the “feedback loop” or “feedback function” because it involves information traveling from the output, back into the system to change how the input will be dealt with.

One feedback system many people are familiar with is the thermostat which controls the heating and cooling in our houses. The outside temperature can fluctuate between extreme ranges of hot and cold. But somehow, the thermostat manages to keep things in a comfortable temperature range on the inside.

It does this very simply by measuring the temperature at all times in the house. If things start to get too cold, it automatically trips a switch to turn on the heater for a while. If things get too hot, it can instead turn off the heater or turn on the cooling equipment. As you can imagine, the temperature is never really perfect using this mechanism, and it might also vary a bit throughout different areas of the house, depending on how close you are to the air vents or the thermostat. But on average, it does a pretty good job of keeping things within the temperature range we are comfortable with.

In feedback terminology, this is called “negative feedback” because it implies the adjustment mechanism flowing back into the system tends to change things in the opposite direction of where the forward path was previously moving. You might think something called “negative feedback” would be a bad thing. But in reality, it is very good because it tends to stabilize things and keep them from getting out of control. There is also the notion of “positive feedback” which sounds great if you are trying to improve someone’s self-confidence. But in feedback systems, it usually causes things to get out of control.

Imagine yourself sitting by a campfire on a very cold and wintry night. In order to stay warm, you need to stay close to the fire. But if you get too close, you could get burned. It may seem very natural and intuitive for you to find the perfect spot where you are most comfortable. But without negative feedback, it would be impossible.

There exists a range of temperatures from very cold, far away from the fire, to extremely hot, right in the fire. If you are feeling too cold, you will adjust yourself in the “heat direction” by moving a little closer. If you begin to get too hot, you will adjust yourself away in the “cold direction” until things feel just right. Imagine if, instead of responding in the opposite direction, you responded to heat by moving closer to the heat. You can see, rather than regulating your position, positive feedback would cause it to go out of control and the results would be disastrous.

Feedback systems, both natural and man-made, are in control all around us. Generally when something is found to be stable, or in a state of equilibrium, it is because some mechanism is employing negative feedback–perhaps behind the scenes where it is not so obvious. Said another way, when things are stable, it is usually because of some process of regulation whether internal or external. When things go out of control, it is typically the result of positive feedback, or maybe no feedback at all.

This discussion of feedback is included to better prepare us to explore the workings of complex systems such as government, economics and money. As we discuss the ways people relate to each other and to their environment, try to think about what feedback mechanisms may already be in play because sometimes, the force we apply to a system may cause results that are very different, sometimes even opposite of what we might have intended. When we analyze systems to try to design a force that will result in the desired outcome, sometimes we properly take existing feedback systems into account and sometimes we don’t.

Failing to understand or recognize feedback is often called “static analysis” because it implies the system itself won’t change as a result of our applied force. When we try to take feedback systems into account, this is called “dynamic analysis” because it implies things may adapt and adjust when we start to assert our will upon them. Likely you have heard of “unintended consequences.” This is another way of explaining what happens when we apply a static analysis to a system which deserves a more dynamic approach.

To illustrate this, imagine someone driving a car down the freeway. The driver and car together, form a system which is employing a number of negative feedback systems in order to keep the car in the driving lane, and moving along at the desired speed. Each time the car begins to wander toward one side of the lane or the other, the driver detects something is not right and makes a very small correction to the steering wheel to pull the vehicle back into the desired line.

In feedback jargon, this sense of something wrong is called the “error signal.” The driver detects an error–something is not the way it should be–and transmits this information back into the system to a place, in this case the steering wheel, where it can influence things in the opposite direction of the error. The error itself might be very small, and the power or force which needs to be applied to the steering wheel might be just a very light touch. But the effect it has on the vehicle is dramatic and it controls much larger amounts of energy in the momentum of the moving car.

Now imagine you don’t like the car being in the passing lane and so you set out to move it over into the truck lane. A static analysis of the problem would ignore the fact there is an intelligent being piloting the car and would instead just view the complete system as a mass which could be moved by an applied force. But if you had the ability to apply some invisible force to the side of the car to move it toward the right lane, what would actually happen?

Once the force began to work on the car, the driver would detect his car moving away from the center of his lane. Since he is actively engaged in the negative feedback mechanism of keeping the car in the lane, he will route the error signal back into the steering wheel and apply a small force to move the car back to the left until the power of the car is exactly matching the applied force. A new equilibrium will be achieved.

Now imagine you are very persistent and you are very confident in your static analysis. Perhaps you just haven’t applied enough force and you just need to push harder. So you do. In this case, the driver reacts again and applies a bit more force to the left to again return the car to a stable trajectory in the middle of the lane. If you and the driver are equally stubborn, this battle of applied forces can continue until one of you runs out of energy. Imagine it is you who gives up first, but only after you have built up so much pressure on the side of the car, it is all the driver can do to keep it in the lane. What happens when you suddenly stop pushing on the side of the car?

Most likely, the car will violently swerve to the left and run off the road. The driver was able to gradually adapt to the artificial stimulus with an increasing counter force. But once it is suddenly removed, he may not be able to react in time. The results could be disastrous and most notably, in the opposite direction of the intended objective.

This example seems a little silly. Of course, the best solution would be to just communicate with the driver somehow and convince him to voluntarily move into the right lane. The amount of applied energy would be much smaller and we would be cooperating with the feedback system rather than trying to overpower it.

But sadly, when dealing with real-life social and economic problems and intended solutions, sometimes we fail to understand the dynamic nature of existing feedback systems and, instead, attempt to arrive at an intended solution by brute force, applied from the outside. When the system does not produce the desired result, we think we just haven’t pushed hard enough and so we continue to build up more and more force.

In economic terms, this is called a “bubble.” It describes a condition most often caused by an artificial and external applied force which is unsustainable and will eventually run out of energy. When it does, the bubble is said to burst. The results are often catastrophic and just the opposite of what we had hoped to achieve.

One other critical principle to understand about feedback systems is: the error signal we discussed can never be totally eliminated. If it is, the very feedback we rely on to regulate the system ceases to occur and the system can no longer regulate itself. So in a way, we actually need a little bit of things not being right in order to feed back into the system to keep a lot more things from not being right.

The implications for this are huge when considering human behavior and the ways we attempt to organize ourselves socially. The error signal represents something that is “not right.” It is the thing we are trying to fix. And feedback theory says we can never perfectly fix things to be exactly the way we want–we can only minimize problems to the point where some acceptable state of equilibrium is reached. If we try to go much further, something is likely to go unstable.

What is more, we can expect, just like the position of the car on the road, the output is likely to drift around a bit. If the center of the lane is the goal, the car will drift slightly from side to side, always returning back toward the goal, overshooting it slightly before being corrected back toward the center again. If considering a social measure, like poverty, crime, productivity and so forth, we can expect a similar result.

This often looks like a sine wave centered around a set point, and it is another built-in feature of negative feedback systems. Although they look stable on a macro scale, when you zoom in close and look at the error signal, it is always fluctuating back and forth around some center point. If you graph the temperature of your house, or the temperature of the planet, you are likely to see similar kinds of cyclical changes.

And whether they fluctuate over minutes, days, months or centuries, the most important question is not whether there is fluctuation, as there is always bound to be. Rather, the real question is whether there is a system of feedback in play. And if so, is that feedback positive or negative?

If it is negative, we can rest assured, any divergence observed in the error signal is temporary. If we wait patiently, we will see an eventual return back toward the set point. If we determine a mechanism of positive feedback is at work, we should be much more concerned since changes in the error signal are likely to get worse over time and may not correct themselves.

 




2.2 The Way Things Have Been
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Apparently, mankind is subject to a number of the immutable conditions existing in the universe. As we have discussed, these include physical laws, like the law of gravity and the law of conservation of energy. And just as real, and nearly as predictable, are the laws of economics and the laws of human behavior. Although as individuals, we enjoy a wide degree of free will, still we do not seem to have the power to change these conditions.

Rather, we are subject to the universe and its laws. And we are also subject to each other, as individuals and also as groups of one kind or another. It is interesting to consider the history of mankind and how people have reacted to the realities of their existence. How have we interacted with our neighbors in the quest to maintain and perpetuate our own lives? How have we explained the meaning and purpose of our own existence?

 


2.2.1 In the Beginning
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As we look back into our past, it is only a relatively short period of time (particularly in terms of geological time) during which mankind has recorded any kind of written history. Available records seem to be limited to a span of around 6000 years. The Bible contains a narrative believed by many to date back to that time period. We refer to it here, not to advocate a particular theological position, nor to assert its divine origins or even its historical accuracy. Rather, we look to the Bible to better understand our own evolution by examining the thoughts and beliefs of people who lived long before our time.

Let us begin with the narrative in Genesis which, according to many Faiths, describes the very dawn of our mortal and temporal existence. Chapter 1, verse 3 (in Young’s Literal Translation) says:


and God saith, ‘Let light be;’ and light is. [source]



The author seems clear in understanding that there was a point at which light (or energy, as we might also say) came into existence. While this act of creation is attributed to God–not necessarily the big bang, it is interesting to note how consistent it is with scientists’ present understanding of a distinct moment of creation occurring a finite time back in our past, from which emanated not only all energy (and hence matter) in our universe, but interestingly, even time itself.

The verses which follow describe steps of separation, categorization and naming which bring to mind a process of organization, or as we have discussed already, “reverse entropy.” However ancient this account, it seems to still be consistent with the more modern scientific notion that our existence had to begin from a state of higher organization–entropy’s starting point, if you will. Seemingly, the author of Genesis had a sense of entropy even if he didn’t explain it in the particular terms of today’s physics.

The creative act described seems to apply, not only to the earth, but also to the objects of the heavens such as stars and planets. Then it quickly begins to focus back on the earth and the establishment of the living creatures we share the planet with. The animals of the earth are not only “prepared” and “brought forth” upon the earth, but are also “blessed” with the ability to procreate.

The author seems to recognize that life is not only unique from an organizational standpoint, but also in its ability to continue on through time, reproducing more of itself. The establishment of this trait is, of course attributed to God–the same force responsible for organizing (or de-entropifying) all the other conditions in the creation. In one sense, it is like a giant spring is being wound up–a source of potential energy being structured into a state of high organization so it can expend that energy as it gradually unwinds throughout time.

Verse 26 offers an interesting perspective:


And God saith, Let Us make man in Our image, according to Our likeness, and let them rule over fish of the sea, and over fowl of the heavens, and over cattle, and over all the earth, and over every creeping thing that is creeping on the earth. [source]



In this verse and those which follow, the author clearly understands that in order for man to survive and propagate on the earth, he is going to be consuming, or otherwise exploiting other life forms such as plants and animals. In this narrative, man is described as “ruling” over these other life forms. At least in the context of Genesis, mankind is understood to be the higher life form. The plants and the other animals will be subject to him and he will use them as he sees fit to meet his needs and to make himself more comfortable during his stay on earth.

Chapter 3 describes the fascinating account of the serpent and the “temping of Eve.” Without devolving into the myriad interpretations that have been described by various Faiths, let us just point out a few observations most relevant to our subject. Initially, Adam and Eve seem not to be entirely self-aware. But one of the very first things they encounter is: a choice!

Apparently, in the middle of the garden, there is a tree. And if they eat the fruit of the tree, it will somehow “open their eyes” and make them wise–able to discern good and evil. God has apparently already warned them, they shouldn’t eat the fruit. And yet for some unknown reason, He either put it there, or allowed it to be there, available for them to access if they so chose.

Isn’t it interesting that when we go back to one of our oldest records available, its earliest theme turns out to be:


	Mankind is intelligent and has become self-aware.

	Because of this, we have the ability to exercise our free will.

	But depending on how we choose, there are going to be consequences of one kind or another.



One of those consequences seems to have something to do with entropy. Whereas Adam and Eve were previously allowed to live in a special garden where all of their needs would be accommodated by nature, now they are going to live in a world where they have to do work in order to stay alive. And life itself is going to be temporary. Chapter 3, verse 19 states:


by the sweat of thy face thou dost eat bread till thy return unto the ground, for out of it hast thou been taken, for dust thou [art], and unto dust thou turnest back. [source]



The Genesis author understands that we live in a world where the resources required for the preservation of life come only with the addition of our labors. These resources exist in a state of “low energy” where they must be “lifted up” or re-energized in order to be usable by man.

It is interesting that this change for Adam and Eve is sometimes referred to as “the fall” and we are referred to in some beliefs as “fallen man.” This sounds a lot like a recognition of the presence of entropy in our universe and an understanding that it is the force of life itself which is needed in order to beat back the tide of entropy so life can continue.

This account can also be thought of as being about the birth of the field of economics. As we mentioned, this is the study of how scarce resources are obtained, improved, allocated and used. As the story progresses, we learn more about the realities of economics and how mankind would go about obtaining some of those scarce resources for his own use and survival.

Chapter 4 contains the account of Cain and Abel. Cain had chosen to apply the “sweat of his face” to growing things in the ground. Here we have an explanation of the origins of the cultivation of plants–recognizing they are a source of energy and sustenance for people. The life force present in plants takes in the lower-energy molecules of water and carbon dioxide, and adds energy from sunlight to organize them into higher-energy, more organized molecules such as the carbohydrates we digest and use for the strength we need to sustain our lives.

Abel, on the other hand, became a keeper of animals–an even “higher” form of life which, itself consumes plant energy and transforms it into other complex forms such as fats and proteins. His story provides an account of the beginnings of the domestication of animals in order to produce many of the other things we need to sustain our lives. Indeed, the coats of skins Adam and Eve use for their clothing would presumably have come from animals.

According to the biblical account, however, Cain discovers something much more significant than just how to grow crops or raise cattle. Not only can he exploit the energy-producing power of lower life forms such as plants and animals, but he can also take advantage of the output of other humans who have worked by the sweat of their faces.

In the story, Cain attributes his motivation solely to a competition with Abel for the approval of God. However, the undertones of the story allow us to perceive how Cain may had discovered that it takes much less energy to just steal the work product of other people than it does to do all the hard work yourself. With Abel out of the way, surely his flocks would fall into the hands of his brother. In this case, Cain is our prototypical first predator and Abel is his first producer-victim.

As the Genesis author demonstrates, the post-Eden world will be ruled by force. And only the strongest and fittest will survive. As a consequence of man’s free will, even an artificial overlay of civilization–be it created by God or man–may fail to prevent every instance of exploitation or unfairness. The best civilization has to offer may be limited to a process of justice, which can only really be applied after the offense has already occurred.

 



2.2.2 The Struggle to Survive
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So mankind is alive. And he is hungry–in a variety of ways. He may look in various places for the energy he needs to survive until death relieves him of the struggle. He may look to the sun or to sources of energy stored in the earth. He may look to lower life forms such as plants and animals which have already done a fair amount of the work for him. Or he may look to other humans to do the work he needs in order to survive. As he does so, he may take what he needs by force or he may limit himself to the relationships he can arrange by a process of mutual and voluntary cooperation. Any guidance he expects to find about which course is socially, morally or ethically acceptable can ultimately come only from his Faith.

What do you want and need to maintain yourself and your family? Is there a right or a wrong way to get it? Is there a need for a morality or a code of acceptable conduct defining how we should interact with other human beings? If so, who will define it for you?

Unfortunately, the theme of predation in the early account of Cain and Abel will be repeated quite regularly throughout the rest of mankind’s history in acts of murder, war, rape and other mayhem. Certainly there have been pockets of civil society from time to time where people have been able to live lives of relative protection from the threat of human predators and parasites. But more often than not, the rule has been that those who are stronger have lived at the expense of those who are weaker. And force has been the deciding factor in establishing this social hierarchy.

Even when people have been fortunate enough to live under a king or government strong enough to protect them from outside predation by warring tribes or nations, typically those same people have had to sacrifice much of their own productivity just to sustain that king or government. In other words, people have had to accept the reality that parasites will rule over them domestically in exchange for the protection they hope to receive from potential foreign predators. In rare cases, perhaps this exchange has been completely informed and voluntary. But history would suggest, in most cases, it has quickly devolved into a state where powerful monarchs and dictators have grown accustomed to living off the labor of their subjects without giving much of anything in return.

It is a sad fact that most people throughout recorded history have lived under one kind of totalitarian rule or another. Societies recognizing the free will of the individual have been an extremely rare exception. Indeed this is why the American revolution and its resulting Constitution have been seen by so many as such an amazing and precious treasure. One could rightly argue, it set the stage for the relatively large degree of freedom enjoyed in countries throughout the world today. Admittedly, things could be better. But they have certainly been much worse.

When imagining the beginnings of social order, we sometimes theorize that mankind initially existed in a state of anarchy, or no government at all. In this situation, anyone can prey upon anyone else. In order to see how this operates, we only need to look at the animal kingdom where individuals fight among themselves for dominance and control over scarce resources. We see males fighting each other for the opportunity to mate with a finite number of available females. The strong will win out and their genes will be passed on to future generations. This is the fundamental principal behind the theory of evolution, and we can recognize it at work in nature all around us.

But even across disparate cultures, humans have repeatedly evolved past anarchy, organizing themselves into various types of social structures. Perhaps the most basic and common structure is the family or its extended version, the tribe. Where groups of individuals could identify as members of a tribe, they were able to cooperate in their common defense against other tribes and have a greater chance of survival.

This coordinated use of force or violence could be used defensively or offensively. More than likely, even a tribe that was inclined to use organized force only defensively would eventually discover that if they were victorious, they would benefit from a windfall of possessions obtained from the tribe they had just conquered. Understandably, even military capability which is developed purely for defensive use is also available for dubious purposes should it fall under the control of an unscrupulous leader–particularly when he might come under increased pressure to improve the standard of living for his people beyond what they are able to produce by the sweat of their own faces.

Another benefit of living in families and tribes involves the way we can take better advantage of the wide diversity of abilities, and sometimes the disabilities, of its various members. For example, some people might be big and strong–better at combat and so able to protect weaker members of the tribe. Some might lack physical capabilities but have strong intellectual talents. Some may be good at food production or at teaching and raising the new replacement generation.

If a social unit can cooperate in such a way that each person’s unique talents and abilities can provide benefit to the rest of the group, the well-being of all members can be improved. If such mutual cooperation is to be achieved, can it only be done by forcing everyone to participate? Or are there ways to organize socially which still allow each member the freedom to contribute their part on a completely voluntary basis so there are no parasites and no victims?

As a tribe becomes larger and more powerful, we might think of it more as a kingdom or a monarchy. Such kingdoms have expanded and consolidated into yet greater and more powerful monarchies. From time to time, monarchs have become so oppressive their own people have risen up in revolution to overthrow them. In some cases, the social order has then evolved toward other forms such as communism, fascism or democracy where the ruling elite may not be defined by blood line but by some other set of factors.

Regardless of the type of government, or lack thereof, which has existed at any given point in mankind’s history, the basic laws of economics have continued to run their course just as persistently as the law of gravity.


	People have wants and needs which come in a variety of types and degrees.

	People vary greatly in their ability to produce and in their suitability for different kinds of work.

	It takes work to produce the things we want and need.

	Most people don’t enjoy working more than they would choose to.

	One way to work less is to specialize in the things we are best at and then voluntarily trade with each other for the other things we need.

	Another way to work less is to make other people do our work for us.

	People would rather direct their own work than unwillingly have their labor exploited.

	If you are intent on unfairly exploiting the labor of others, you will have to either trick them, or force them.



This final conclusion describes a phenomenon unfortunately more common throughout history than any other system of social organization: Involuntary Servitude.

 



2.2.3 Involuntary Servitude
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We sometimes equate this term with slavery. But in this context, “involuntary servitude” is used to encompass an even broader spectrum of things than we might imagine from the rather specific term of “slavery.” Slavery typically calls to mind a cotton farmer in the 18th century American South who “owned” other human beings and forced them to work for his own maintenance and prosperity–often with little or no interest in the well-being or the needs of the slaves themselves. While one of the most perverse and objectionable forms of involuntary servitude, up through the mid 1800’s, this kind of slavery was not the exception, but the rule throughout much of the world.

Turning again to the Bible, we find various accounts of slavery. In one famous account, the entire population of Israelites (descendants of Jacob) were enslaved by the nation of Egypt, ruled over by the Pharaoh. According to popular understanding, the Egyptians used this type of forced labor to do a number of marvelous works such as constructing cities, temples, monuments and the like. In another account, Jerusalem was plundered and the surviving Hebrews taken into Babylon to work as slaves. Yet in the cases of both Babylon and Egypt, we view them as great civilizations, producing “wonders” of architectural achievement which likely would not have been produced at all without the availability of inexpensive slave labor.

Throughout other historical records, we can read of one group or another either owning slaves or becoming slaves: Christians, Muslims, Ottomans, Mongols, Greeks and Vikings, to name a few. Indeed, some scholars believe the archaeological evidence of slavery predates written history itself. So it seems evident that throughout history, people have not hesitated to subjugate their fellow human beings when given the chance. Apparently many cultures have had no problem with becoming parasites as long as the victims were from a different family or tribe.

Today, slavery is now illegal virtually everywhere in the world. But nonetheless, it still exists broadly in many different forms including human trafficking in the sex trade. Less obvious are a variety of more subtle forms of forced, or involuntary servitude. Some are illegal but many are not. So it is evident that relatively recent legislation outlawing slavery has not stopped the practice of one group of human beings forcing another group to perform services in their behalf.

Any time one person (the parasite) exploits another human being (the victim), taking time, energy or resources without the knowledge and voluntary consent of that victim, the parasite is forcing or tricking his victim into one form or another of involuntary servitude. The burglar who sneaks into your house in the middle of the night to steal your TV, is taking value or energy you likely produced by the efforts of your own labors. When he leaves, he has more of something he didn’t produce himself, and you have less of something you did produce yourself. He may trade your TV for food, recreation or other purposes. But regardless, he has “fed” off your work for his own comfort and satisfaction. Some of the work you have done has gone for his benefit without your consent. So, to a degree, you have become his involuntary servant.

In addition to illegal forms of involuntary servitude, there are other forms which are not only legal, but are sometimes even instituted by government itself. For example, societies often evolve to where there exists a working, or producer class and an elite ruling class. The ruling class may not do much to produce food, clothing or the other necessities of life, but rather spends its time ruling over the working class, defining, taxing, regulating and otherwise limiting the way production is to take place. One might imagine that the primary difficulty for the ruling class is how to retain power. When large numbers in the working class discover they are being exploited by a relatively small group, revolution of one kind or another seems likely to follow.

In democratic societies, we should simply be able to vote such unproductive leaders out of office. Unfortunately, it doesn’t always work that way. And the very poorest among us can end up the victims.

Ideally society is organized so we can help lift the poor out of their poverty. But political powers can benefit, knowingly or unknowingly, by keeping people in their tenuous circumstances. A ruling class can draw productivity away from those who are willing to work, and then portray themselves as compassionate by giving a little something to the poor, but not so much or so well that they might become poor no longer.

In such a system where a majority becomes dependent upon the good grace of government, it can become difficult to dislodge a corrupt ruling class from power. The working class can find itself exploited in a form of “slavery–lite,” funding the very entitlements they are terrified to lose.

Were past civilizations who embraced slavery all ethically corrupt? Or were they just approaching the laws of economics according to their own customs and values? Are we more ethically virtuous today? Or do we still employ forms of involuntarily servitude which, although less overt than slavery, still may force one class of people to labor on behalf of another?

The introduction suggested that most people in the world are basically good. It was asserted that a large majority of people should be able to align behind a common ethical core if it were kept to the basic principles of peace and free will. It seems obvious, most people don’t approve of slavery or, if they really understood it, any other kind of involuntary servitude. Most people, left to their own, would not knowingly plunder, or prey upon other people. And most people do not want to be thought of as parasites.

But if this is correct, then how might we explain the history of mankind which has been full of war, terror, bloodshed, slavery and oppression? How do we explain the number of people who still live in slavery today, estimated by some to be over 30 million people worldwide? How do we explain the number of people currently living under oppressive regimes which hold their people in by force and extract the majority of their work product, allowing very little to be retained for their personal use? How do we find ourselves in a world where groups and individuals fight among themselves to determine who will do the work and who will enjoy the benefits of that work?

The explanation is simply this:

Unfortunately, most people probably haven’t thought it through well enough. Throughout time, there has been a minority of people who truly were bad actors and knowingly plotted to plunder and/or feed upon the productivity of their fellow human beings. The rest of us have gotten pulled in, conscripted, bribed, cajoled, tempted, converted and hoodwinked into participation. Slavery, in all its forms, is big business and it always has been. And if it can be sanitized, disguised, packaged and sold right, even good people will often buy into it. What often comes as a surprise is that good people buying into slavery is not just a thing of the past. Rather, most of us are still participating today–perhaps in ways we don’t even understand.

 



2.2.4 Good and Evil
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Up until this point, we have used terms like “good” and “bad” from time to time. In a day of moral relativism, these words may be understood in different ways by different people. So for the purposes of this book, let us try to give them a more precise definition so we know clearly what we are talking about. And hopefully, we can do it in a way which can unite us around the principles of peace and free will.

With the hope and belief that you, the reader, are in this group we expect to be a healthy majority, we will suggest that you are Good, or a person acting as much as possible in a Good way. What is more, you probably value and cherish your own freedom. You enjoy making your own choices and you prefer to act according to your own internal values and desires rather than the dictates of other people who may not share your values.

At least when you think it through, you are also inclined to allow other people the same degree of freedom you like to enjoy yourself. You may not be quite as enthusiastic about preserving other people’s ability to choose as you are in protecting your own freedoms. But generally, you are willing to give others the space to live their own lives as they see fit–particularly if they can do so without disrupting your ability to do the same.

If you are Good, you don’t want to become a predator of other human beings. If you are Good, you consider yourself generally equal to other human beings–not superior. You don’t think the color of your skin or the blood line of your parents entitles you to own other people who are not of your color or bloodline.

While you have your own Faith, you recognize that others may believe differently. But as long as they allow you the freedom to live according to your Faith, you are inclined to allow them the same tolerance. In addition, you recognize some people may have a harder time providing for their own needs. To the degree you are able, you are willing to give a measure of your own time and effort to help those who are less capable. In fact, you typically find this kind of charitable giving actually improves your own joy and satisfaction in life, in addition to helping those who may be in need.

So now let’s define Bad actions as deriving from those motives contrary to the Good ones we have just defined. This includes someone thinking they deserve to belong to an elite ruling class. It includes the idea that one is generally better than others, and therefore, entitled to the ownership, either in whole or in part, of other human beings. This might mean ownership in the really perverse sense of a piece of personal property much as a horse or a cow would be owned. Or it might mean a more subtle kind of ownership in the sort of thoughtless sense of an entitlement to the time, assets or work-product of other people.

For example, a rapist shows by his actions, that he feels entitled to satisfy his own sexual or violent tendencies at the expense of another person whom he can overcome by force. The thief tacitly believes he has a right to take whatever he wants from his victims. The con man may justify his actions as “just business.” If his victim is not smart enough to avoid his trap, then maybe he deserves to lose his money.

By these definitions, we can hope and believe the vast majority of people try to act with Goodness and not Badness. Most people (even many rapists and thieves) would like to think of themselves as good–even if their behavior is inconsistent with that view. Remember these terms are meant to categorize our behavior–not to immutably label each of us as inherently Good or Bad. People can change and they often do. Most often, Bad behaviors change when people finally become truly aware of the pain they are causing for innocent people on the receiving end of their actions.

The point is, a minority of those acting Badly among us often use deception and take advantage of our apathy or ignorance in order to co-opt many Good people into their Bad designs. How does this happen? A Good person might have such virtues as honesty, bravery, loyalty and courage. But a Bad king might want to take up war with a neighboring kingdom for the sake of his own pride or in order to plunder that kingdom for the enrichment of his own treasury.

To do so, he must raise an army of his own fighters. He will need people who will obey orders and are willing to march into the face of danger without hesitation or rebellion. In short, he will need Good people to fight his battle for him. How will he recruit them to his cause? Likely his first job is to convince them it is just. He may claim the neighboring kingdom consists of Bad people who are an immediate threat to safety, security, civilization or other Good things. All he needs is a common enemy “out there” and good men and women will rise up to defend family and country.

Bad people often succeed in factionalizing Good people–setting them up with phantom enemies and pitting one group of Good people against another to further their own selfish purpose. Sometimes a little war can be very good for business–particularly when the king doesn’t have to attend the front lines personally. When this happens, not only do Good people get caught up in a Bad cause, but Bad people on both sides of the conflict may benefit by increasing their strength and power over their own populations. In either case, it is first and foremost a deception. It is Bad to take the time, resources and too often the lives, of Good people without their informed will or consent.

In the United States, a relatively small minority of Bad people have succeeded in dividing a lot of Good people into two factions or tribes: Democrats and Republicans. We all know a lot of Good people in both political parties. On each side of the aisle, there are several common themes: many Good people attribute most of what is Good to the efforts of the leaders of their own tribe. They also attribute most of what is Bad to the efforts of unscrupulous leaders or members of the opposing tribe.

Each election season, political campaigns are used to stir up the devout in each tribe to march off in a kind of war–one where the number of votes cast for the various candidates will determine the winners and the losers. While some of these elected leaders enter the arena for good and noble purposes, the allure of power and control is so enticing that, often the very worst element is attracted to the scene and that power ends up being used to subjugate Good people and exercise dominion over them.

Still, we go on rooting for our team. Go Democrats! Go Republicans! Our team spends a little time in power and then trades power over to the other side for a while. But regardless of who is in power, most of the inequities of society never really improve. Sometimes they get worse, and both teams just go on complaining about the other. Many think: “if only we could have total and complete power, then we could make things better.” But our confidence in our elected leaders may be misplaced.

In some cases, they are Good people but the system of power has become so large, so ominous and so complex, no single person can affect a positive change. In other cases, the leader is really just in the game for his own benefit and advancement and will, at the end of the day, look out for his own interests at the expense of the people who elected him.

Government is not the sole domain of the Bad. The business world is also full of people who may become tempted to act Badly toward other people. Sometimes we act Badly in our personal relationships with others. In short, we can look into any aspect of our society–government, business, education and religion and find both Good and Bad people. More often than not, we will find people who want to be Good and should be Good, but for one reason or another, are engaged in Bad behavior.

Next we will discuss some ways we can concentrate more on being Good to each other. In the latter part of this book, we will discuss a few very specific areas in which we could make immediate and significant changes to promote and expand the peaceful enjoyment of our ability to choose. As we discuss these areas, think about your own political team, whether it be Democrat, Republican, or something else. Try to consider the possibility that many of the people on your team might be Good people who are acting Badly. Consider that there may also be a few people who are just Bad and are acting that way on purpose. Bad people often need Good people to act badly in order to promote their own Bad agenda.

If you are really open minded, maybe you would even consider dropping your old political team in favor of a new team, the Good team. If you could, you would find a lot of friends there. There would be Democrats and Republicans as well as people from a variety of other political affiliations. There would be people of all colors and heritage–people of all Faiths and backgrounds. And if we added up the numbers, there would be a lot more of us than those who want to act Badly. If we could act together in order to bring about Good things, think of what we could do!

The Good team doesn’t have a party. It only has principles, and the principles are very simple: we like our choices and so do other people. If we can just exercise enough true empathy to understand that most other people just want what we want, there is no reason we can’t structure things so we can all have what we want. There doesn’t always have to be a losing team and a winning team. If we organize things in the right way, most everyone can win.

All it takes is a spirit of tolerance and accommodation. We have to be willing to win while letting others win too.

Are you ready to make some change? All you have to do is make a choice.

 




2.3 The Way Things Can Be
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A variety of forms of social organization and governance have arisen or been advocated throughout our history. These include monarchy, anarchy, theocracy, democracy, socialism, communism, capitalism and fascism, among others.

Ideally, the purpose of government is to protect and sustain those who would otherwise be exploited or destroyed if no such social order existed. We want to care for each other–particularly for those who have a harder time providing for themselves in a harsh world ultimately governed by force.

The challenge, when attempting to organize a group of peers, is determining who will take charge and by what justification? We referred earlier to the idea that there is “no sheriff in town.” If no one has a clear right or responsibility for governing, then who can rightly say how this social organization should take place?

Who will determine the laws? Who will punish the offenders? Who will protect the weak? Can, and should one person, or group of people rise above the rest to perform this function? Or do we think all people and their opinions, should be considered as equal?

And most importantly: Once we establish a structure strong enough to accomplish all this, how can we make sure that strength does not become corrupted such that government no longer protects equally and itself becomes an oppressor?

 


2.3.1 Systems for Governing

[image: Content Illustration]

In the case of a monarchy, the king is often, tacitly or explicitly, deemed to be a higher form of life than everyone else. In contrast, the commoner is subject to the king and his bloodline–possibly even to the degree we might consider a horse to be subject to its rider.

From this assumption, comes the right of the king to demand whatever he wants from his subjects. What he offers in return is a foreign policy, or protection from even more hostile outside forces. In addition, he would also offer some degree of domestic policy–a court to settle disputes among citizens or to punish those who break an established code of conduct. While the king may be responsible to lead in matters of national defense, the true burden of fighting and dying still falls back to his subjects the same as every other burden in the society. Naturally, this includes working for the production of food, shelter and the other necessities of life.

Many people reject the idea that a king can or should be regarded at a higher social strata than his subjects. After all, he is just a regular human being like everyone else. How is it he becomes elevated above his peers in the first place?

At times Communism has emerged as a reaction against entrenched financial powers in order to bring more equity to the common person. In this system, “the people” are said to own everything in common–perhaps even each other. Theoretically, there are no elite entitled to the “rights of the king” since all people together form a common group, equally entitled together, to all assets, labor and production. While this sounds good at a certain level, it doesn’t really address the problem of who will be the “sheriff.” If everyone is the same, then who is really in charge? Ironically, something like a sheriff is necessary to enforce the very idea that no one has a right to be the sheriff.

In practice, every implementation of communism we have seen has eventually established a totalitarian center of power at least as onerous as those existing in a monarchy, if not worse. Just as a monarch uses force in order to keep all commoners common, a communist government must also use its power to enforce this idea of sameness among its citizens. The ruling body formed in order to wield this ominous power consists of people. And those people invariably become an elite ruling class with access to goods and services not available to the rest of the population. So it ends up not too different from a monarchy except that power and privilege are shared by those few who administer the government rather than being held by a single sovereign and his family.

Some theocracies still exist in the world today, including in the Middle East. Under this system, an organized church or religion runs the state. The supreme leader of the religion also has broad power to decide state issues. Where all the citizens subscribe to the same religion, this type of government could have a certain philosophical appeal. After all, if the governed believe they are being led by God’s chosen representative on earth, maybe that is enough for them to voluntarily subject themselves to his rule. This does seem to solve the “sheriff” dilemma since God, by most definitions, is a superior life form and presumably, thereby entitled to demand whatever he wants of us.

The primary problem with theocracies is that they tend to be very harsh on people who may not subscribe to the chosen set of religious beliefs. If you live in Saudi Arabia and you fail to honor the practices of the prevailing religion, Islam, you may be subject to harsh punishments–even death or dismemberment in some cases. In terms of notions like free will and individual rights, a theocracy is not very appealing.

Democracy is widely considered by today’s westerners to be a highly superior approach. But, at least in its strict form, it can often suffer from the same basic problem of devolving into elitism and/or the eventual subjugation of one class by another. In a voting democracy, we define a group called the “majority” as being more than 50% of the people who agree on a particular issue. This group, which will vary from one issue to another, has seemingly endless power over the minority, or all the rest of the people.

In a pure democracy, the majority always get their way. The minority on that issue will just have to live with it. This is what some American Founders referred to as the “problem of factions.”

For example, in the United States, there have been times when slavery was sustained by democratic process. Even if the slaves had been allowed to vote, there simply may not have been enough of them to overturn a democratic vote. The majority may have supported slavery, but that didn’t make it right, moral or ethical. It only made it legal.

If you were a person of African descent, living in certain states, you were probably consigned to a life of slavery. It has been said that democracy can be explained as two men and one woman, voting on who will do the dishes. When you are in the minority, pure democracy doesn’t always end up promoting your best interests. And when the issues at hand involve who will work for the maintenance of society and who will enjoy the fruits of that labor, the matter becomes much more serious than who will take a turn at the kitchen sink.

The Founders struggled with the question of what form of government they should choose when forming the US Constitution. What they settled on, they called a Representative Republic. Many people are confused about this, instead thinking the founders somehow invented or established democracy, but that is not strictly correct. The United States of America was not intended to be a democracy, but rather a democratic republic.

In this system, a democratic voting process would be used to elect groups of representatives. This included both representatives of the people and very importantly, representatives of the states.

It was hoped and expected that representatives would behave responsibly and would become sufficiently informed on the various issues of the day to better be able to make intelligent and just decisions. It was hoped, but likely not expected, that they would also be of high moral character and would look out for the interests of the minority while still promoting the general welfare, or improving conditions for everyone at once. The general idea was, the majority wouldn’t always get their way, but if the deliberative bodies of representatives start to get too far out of control, the people can vote to replace them with others who will hopefully do a better job.

Some Founders believed it was the unfortunate, but normal course of government to become corrupted over time, eventually becoming a burden rather than a protection to its people. In order to try to prevent this, they described in the Constitution a strict set of limitations on what powers the federal government could wield. While many of those limitations were respected for a time, special interests gradually managed to migrate more powers, duties and responsibilities up to the federal level. Today, there is virtually no area of our lives into which the federal government does not go. In some ways, the government, which was meant to be the protector of our liberties, has now become the greatest threat to those liberties and the primary means of power by which an elite and parasitic ruling class can live at the expense of a less powerful producing class.

Another popular form of government is called Socialism. Different people may understand this term very differently. And these differences can be a huge source of contention in modern political discourse.

Under its textbook definition, socialism calls for centralized control of the means of production, distribution and exchange. Good socialists today would probably just say they want to organize government in a way to make things more fair and to take care of people who have a hard time taking care of themselves. Those are Good values and should be promoted in any responsible system.

But socialism is not without its own set of dysfunctions. In practice, it includes a belief that all people have a common right to certain goods and services such as medical care, food and housing. In the view of some, this also includes things like a job, transportation, cellular telephones, day-care and paid vacations.

The challenge boils down to this notion of the “means of production.” To be sure, this might include mines, factories and other kinds of capital. Indeed, there are certain resources that should exist in the public commons where everyone has equal, unfettered access to them. Two notable examples are air and water.

But socialism breaks down once the commons begins to include people, or even the goods and services people produce. We are ultimately the means of production. There is very little capital that exists until someone labors to create it. This is the basis of the labor theory of value recognized be economists across the political spectrum, from Adam Smith to Karl Marx.

This is what ultimately puts much of socialism at odds with a social structure where people are free to direct their own lives. It is difficult be both free and owned by everyone else at the same time.

The Founders limited their list of recognized, inalienable rights to things that come to us as a natural part of our existence–things like life, liberty and the pursuit of happiness. This right to “the pursuit of happiness” can best be described as choice, or self-determination, having control over your own future direction, owning yourself and the product of your labors. A common, more concise term for this is the right to personal property.

It also includes the right to assemble, which is enumerated in the First Amendment. People have a right to cooperate together in person or virtually–not only to protest their government, but also for any other peaceful reason. This must include whom you want to love and to live with, how to earn a living, whom you want to trade with, and on what terms. As long as we can make choices in a way that also preserves similar rights for others, we should preserve the freedom to do so.

The fundamental challenge is that that while government may make promises, it doesn’t inherently have anything to give. Most of what we want and need exists only because of the work and effort of those who are willing and able to produce it. Before government can get into the business of supplying us with our wants and needs, it must first take those things from someone who has produced them. In this role, it becomes a broker of indentured servants whose job it is to support some other class of people who enjoy a higher degree of power and political influence.

Participation in a group to share human resources works out great as long as it is voluntary. But when you use the force of government to declare that one person is entitled to the work product of another, you make a master of the first and a servant of the second.

Over time, the number of producers begins to diminish and the group consuming the services begins to grow. In the short run, this feels good to those in the governing class since they are the ones making and administering the laws that assure the continual provision of services. In fact, as those receiving the services become a majority, continued power for the elite governing class is virtually assured. No one wants to vote for a candidate who might take away a new set of rights or entitlements.

But the system is unsustainable. Rates of production soon begin to dwindle. The standard of living begins to fall. Government runs out of places to find money to fund its promises. So it takes the only remaining course it can to survive:

It borrows.

 



2.3.2 Government and Money
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Government debt represents an obligation taken on collectively by the citizens of a nation. Imagine a nation with a million people borrows a billion dollars. At some point, the government will have to pay that money back by raising taxes by $1000 for each of its 1 million citizens. And this does not include the interest charges which have been incurred as a result of the borrowing.

People with common sense recognize, this may not always be practical. It only works if the economy is growing at such a robust rate that it can withstand the burden of the additional taxation. Otherwise, the cycle of increased spending and declining revenues will continue, and there is no reason to think the debt can ever be fully repaid.

In our modern era, this problem has often been dealt with through a process of cyclical inflation and borrowing. In later chapters we will explore in more detail such things as fractional banking, fiat money and deficit spending. But for now, it is enough to understand that a centralized banking authority can assert a great deal of control over how much money there is in circulation at any given time. By lending to government, they can create new money without your knowledge or consent–money that is backed, or guaranteed by your labor.

Government can then spend that money to provide generous entitlements to the people whose votes they need in order to retain their office. This results in two things: inflation and increasing public debt. Both, at their root, constitute involuntary servitude, or a form of slavery by degrees.

Inflation happens when government borrows money, inflating the money supply beyond what the natural economy would have. This phenomenon is not always well understood by the people. Some think they don’t need to worry about government debt because they know the government can just create more money to pay off any debt it incurs. And why not? If there is more money around, there is more for me and more for you, right? Unfortunately that is not how it works.

Remember, we discussed how resources are naturally scarce in a world of entropy. It takes work to create the valuable assets we depend on for the maintenance of our lives. We can create money as an abstract representation of that value. But the total value of our money, in real terms, will always be less than the sum of all the actual goods and potential for services still existing in our economy at any given time.

In other words, the money derives its value from the real commodities we own–our houses, cars, food and so forth. It also derives value from our willingness to go to work each day and earn money to pay taxes and repay loans. When extra money is created in a forced or unnatural way, it’s value becomes diluted because it doesn’t have our full faith and backing. Each dollar becomes worth less over time in terms of the goods and services it can purchase.

As money loses its value, it can not be depended on as a store of value so people begin to lose confidence in it. Eventually this can cause a monetary crisis where the money system itself fails. When that happens, trading with each other becomes much more difficult and commerce grinds to a halt. While there may be goods and services available, people are unwilling to accept money in exchange for them. So the process of moving products to the people who need them to live and survive can not be carried out as efficiently.

The fact that new government debt can be incurred without the informed consent of the governed means government can consign you to an obligation of servitude without you choosing it. Since government debt is backed by tax collections and you are a tax payer, you are on the hook to work for as long as it takes to continue servicing the ongoing debt. Since you are at the mercy of a banking authority who determines the value of each dollar, you don’t really have much control over the process at all. You become a slave, ever laboring to serve a system you have no control over.

This all seems pretty grim. Is there no way around it? We have looked at a range of different systems of government, and each one seems to devolve into a mode where one group or class eventually becomes the servants of another class. And this is not just an economic theory. Our observations throughout history have also shown us it is true.

There likely is no perfect form of government. Remember, the world is governed by force, and we live in an entropic condition where work is required in order to survive. It is more efficient to take what we need from others who have produced it than it is to produce everything ourselves. So left unchecked, these factors combine to create an environment where producers work in perpetual servitude and their parasite masters enjoy the fruits of their labors.

How is it these governing elites manage to retain their power? How are they able to maintain control when the large majority of their constituents become the victims of their misguided promises? Why do we put up with it? If most of us really are Good people, then how to we fall into this cycle of one class attempting to prey upon the labors of another?

In spite of the fact that the great majority of us are Good people in our hearts, we are still subject to the realities of our existence. We get hungry, we get tired and often, we get lonely. It turns out to be a lot of work to stay alive and functioning in an entropic world. And it takes more work to do it on our own than it does when we can take advantage of the labors of others.

The fact is, the whole job of providing for ourselves can create stress in our lives. We can feel a lot more comfortable if we find ways to reduce that stress. Now, imagine someone tells you he will give you some things you want or need for free. Why would you ever object to that? What could be wrong with receiving more of what you and your family need without having to work any more than you already do? What could be Bad about that?

So who is this new friend of yours–the person who promises to give you a bunch of stuff for free? Most likely he is your friendly, neighborhood elected official. And what he really wants and needs is your vote.

In order to get it, he is focused like a laser on the things you want and need. And he is going to find a way to get them for you. All you have to do is get him into office and keep him there.

Both of you are probably Good people so no one really wants to think too hard about where all the free things will come from. If people really understood that, most would probably decide to just do the work to produce it themselves.

Instead, they may seek to justify their actions to make them seem more compatible with their values:

“It should be our right to have all those things. After all, everyone needs food, water and shelter in order to survive. Why shouldn’t we be entitled to these things? If government has a way to get them and make sure everyone receives his share, then why not do it? And why stop there? Life is so much better with a good education and a free doctor to take care of us when we get sick. It seems like we should have a right to those things too.”

Maybe we do understand the freebies will first have to be taken from someone else, but we convince ourselves we will only take it from Bad people. They have more than they deserve in the first place. So it is OK to use the power of government to take it by force and give it to others, including me and you. What could be wrong with that?

And so the age-old commodity of involuntary human service is cleaned up, repackaged and sold to a public largely consisting of otherwise Good people. We are divided into opposing classes, right and left, young and old, rich and poor, black and white. And we get sold on the idea that our team is right, the other team is wrong, and government will set things straight. All too often, otherwise Good people buy into it.

Are politicians all Bad people? Of course not. They too get hungry and tired and lonely. They too need to feel good about themselves and what they do in order to sustain and perpetuate their own lives. Maybe a few are cynically aware that everything they give out must first be harvested by force from otherwise free people. But most believe they are justified. Most ideally hope what they take is coming from people who didn’t deserve it in the first place. And they hope it is being distributed to people who really are entitled to it. But in the end, many are not shy about extracting what they want for their own maintenance as money flows from a producing class to an entitlement class.

What very few of us probably realize, at least until it is too late, is that productivity comes only from one place–we, the producers. We go to work and do a job each day to produce the things that are in demand–things that sustain and improve the quality of our lives. And when government starts handing out free goods and services, those who work will eventually end up footing the bill.

Like it or not, this burden of production usually falls upon those who are struggling the hardest: the working poor and middle class.

 



2.3.3 Big
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Is there really a group of “Bad guys” out there who have unfairly taken the wealth of the working class? Is there someone we need to send government after to get back what has been stolen from us? Or is this just fancy packaging intended to perpetuate power for those in a ruling class and to get Good people to agree to Bad policies?

This is where advocates of choice should hope to appeal to Good people all across the political spectrum. We need to form a new kind of governing majority that transcends the traditional divisions currently defined by the party politics of left and right. Our Democrat friends like to say big business is the problem, and everyone knows Republicans are the ones who support big business. So Republicans are the enemy–that’s who the Bad guys are. Our Republican friends like to say big government is the problem and everyone knows that Democrats are the ones who support big government. They are the Bad guys.

The truth is, all our Good friends are right, and wrong at the same time–on both sides of the political divide. The real problem is not just business or just government. But it is big business and big government. And the two go hand-in-hand. Too often we fall for the false idea that the only choice we have is to select one of the two teams: Democrat or Republican. Once we have allied ourselves with a team, our new leaders can demonize the other side and rally us to battle. We are too often then content to wage a battle where we imagine big business and big government competing against each other. We falsely believe they are each others’ enemy just as Democrats and Republicans are political rivals.

But the truth is, big government loves big business and big business loves big government.

The enemy is not business and the enemy is not government. The enemy is “big.”

Big means powerful. And power means force. Force means a lack of freedom and choice for those of us who are just trying to produce and live our lives the best we can. Big business often uses the power of big government to exploit those of us who are Good producers. Big government often relies on the support of big business to fund the marketing of its agenda to Good people so they will vote for big government to retain its power. It is a symbiotic relationship in which Good people become both the enablers and the victims.

Does this sound extreme to you? Are you sure the people on your political “team” are all good guys and the ones on the other side are all bad guys? Take a closer look.

Businesses, in and of themselves, are not bad. Practically everything we consume is the product of a business somewhere. The food we eat, the clothes we wear and the houses we live in were nearly all produced by businesses, large or small. And the people who work in those businesses to produce those goods and services are paid for their work. They use their wages to buy more goods and services, creating more jobs, starting more businesses, and producing more of what everyone needs in order to stay comfortable during our earthly stay. Business is at the heart of the way we cooperate together to bring a high standard of living to people all across the globe.

So what makes a business good or bad? Businesses are subject to some of the same pressures as individuals. In fact, at their core, they are just people. A business may be owned by one person or by many. But the business, or company just represents the interest of those owners, combined together in a cooperative enterprise. Just like an individual person, a business will try to survive by collecting as much economic energy as possible and expending the least amount necessary.

Normally, businesses are under continual pressure to provide a quality product at the best possible price. If they don’t, at least in a free market, people won’t purchase their goods and services. Instead they buy from a competitor and the business will lose revenues and eventually fail. Every business owner has dreamed at some point of being able to avoid these market forces. Wouldn’t it be easier if you could just make your product at whatever cost was comfortable and then charge your customers whatever you want to without having to worry about being undercut by cheaper competitors?

Some businesses have figured out how to do this. Sometimes we call it “cornering the market.” In business terms, this means you buy up all the supply facilities and resources for your particular type of product. You then control those suppliers, routing materials only to the outlets you profit from. Therefore the products people need are only available from a single source, or a group of sources all controlled by a single interest. Now you can raise the price as much as you want and people will just have to pay it because they don’t really have any other choice.

This method is recognized by Good people all over the world as being wrong. Intuitively, we know it is Bad because it deprives people of the choices they would otherwise be free to make. It is clearly not fair that someone can tie up a resource everyone wants or needs and then charge more than it would cost under normal, free and competitive conditions.

The common term for this type of business operation is called a “monopoly.” As unfair as a monopoly is, we should recognize that, it is a natural outgrowth of certain economic forces that are natural to our existence. But just as important, we should also recognize there are other natural economic forces which will break down monopolies, if we can just be patient enough to allow them to function. As with so many other stable systems in our universe, economies include natural systems of negative, or corrective feedback. While any given producer may try to corner the market in his particular product sector, the natural result of such a monopoly is to raise prices and reduce options or choices for the consumer.

Consumers typically do not appreciate this. They would rather enjoy a diversity of choices in quality products at an affordable price. So as prices rise above a comfortable level, this creates a demand for more producers. More people see the opportunity to make money by competing against the monopoly and so begin to find ways to do so in spite of the efforts by the business to monopolize its sector.

In addition to this, consumers themselves provide negative, or regulating feedback. When a given commodity becomes too expensive, people begin to use less of it or they begin to adapt their lives so they can use other alternatives instead. If wheat becomes too expensive, people may begin to eat more corn. If gas becomes too expensive, people will begin to ride bikes or take public transportation. People will adapt themselves to optimize their freedom to choose. This means it can require a lot of effort to maintain a monopoly.

So monopolies may form, and they may persist for a time. But the same economic forces that entice one person to form a monopoly, given the time and opportunity, will entice a second person to break down that monopoly and provide a second set of choices for consumers and at a more reasonable price. We just have to make sure the system does not become artificially biased toward the monopolist and against his smaller, new competitor. In order to properly regulate itself, the system of negative feedback has to maintain full freedom and opportunity for small business to compete with the largest, more established businesses. Otherwise monopolies may be allowed to persist to a much greater degree and for a much longer time.

In most countries, we typically look to the government to prevent monopolies or to break them up where they may already exist. For example, in the United States, it is the job of the Federal Trade Commission to seek out and break up businesses who become too powerful and threaten to corner some particular market. Where two or more existing businesses seek to join together, the FTC may prevent such a merger if it determines the resulting entity might control too much of any given market.

Unfortunately, government tends to have certain blind spots when it comes to monopolies. While it is fairly good at identifying players in the free market who become dominant in their industry, it pays virtually no attention to what we might call “government sponsored monopolies” or even “government operated monopolies.” Indeed, there are a number of monopolies or virtual monopolies that operate in the private sector and do so with the blessing and support of government. There are also businesses that run with complete and monopolistic power within the government itself. These businesses are not only free from the threat of competing businesses, but they are often able to harness the power of government, an instrument of force, to require people to buy their product when those people might otherwise choose not to.

One of the chief mechanisms by which government sponsors and supports private monopolies is regulation. Finally understanding this principle typically comes as a shock to many people. After all, regulations are meant to limit businesses and keep them from misbehaving, right? Don’t businesses hate regulations? Without regulations, wouldn’t businesses run amok and do all kinds of bad things?

Admittedly, it is appropriate for a certain amount of regulation to exist in order to keep businesses from engaging in unscrupulous operations. However, whether that regulation is best administered by a central government, and how much of it is a good thing are very different questions. After all, negative feedback itself is a very effective form of regulation. In other words, the laws of economics themselves do a great deal of regulating. Does centralized government do well by attempting to replace or subvert that function? Or is it possible we could do a better job by simply recognizing, supporting and enhancing the regulatory nature of natural economic feedback systems that already exist just as a part of human nature?

In order to better understand this, consider the axiom: Regardless of its intent, the primary result of government regulating an industry is to protect bigger, existing businesses from the competition that would otherwise be provided by newer, smaller businesses. Again, we must understand that the problem is not business, it is “big.” This applies equally to big business and big government.

For example, a parallel corollary might be: the primary result of government taxation on income is to protect people who are already wealthy from less affluent people who would otherwise be in the process of also becoming wealthy. In other words, income taxes do not take money from the rich–they take money from people who are trying to become rich.

This may not be intuitive to you but it is true. We think government should protect the weak from the strong, but all to often, it does just the opposite, allowing powerful people and businesses to become entrenched in their power, creating a barrier to entry for smaller concerns who would otherwise introduce competition and its associated wealth of new choices and opportunities for consumers.

In the normal course of commerce, as businesses begin to enjoy success, they also begin to earn more and more money. As they do so, they begin to grow in both financial and market strength. As they get stronger, they naturally expand, hiring more employees and taking on new markets and new products.

But as it turns out, there is an optimal size for everything. And sometimes a business can grow to a size that is actually too big to be efficient anymore. This occurs for a variety of reasons. Often management chains become very deep and it becomes more difficult to communicate effectively throughout the organization. Large organizations can also take on a great deal of inertia making it more difficult to change direction and adapt to changes in market demands.

One good thing about being big, however, is that you have lots of money and power. If a big business wants to hire a lobbyist to work full-time in Washington, to enact legislation to enhance its sales, this might only represent a tiny fraction of its overall operational costs. It is much less feasible, or even impossible, for a small business to hire such a lobbyist. Big businesses have other economies of scale as well.

For example, it is easier for a big business to have a full-time personnel department to manage employee benefits like sick leave, employer-paid health insurance and paid vacations. Imagine how minor the impact would be on a large business to grant several months of maternity leave to a new mother who works in a department of 100 people, all doing the same job.

In contrast, a small business with one office manager who wants to take such a leave of absence would potentially be devastated by such a loss. So if a big business can get government to enact legislation forcing all businesses to provide such a benefit, the result is to punish smaller competitors and make it harder to compete with their larger, more established counterparts.

Often, we imagine the process of new regulation working like this: A group of stake-holders might get together to lobby government for legislation designed to improve conditions in some way. This would presumably be adversarial toward the relevant business or industry.

For example, let’s assume employees in the construction industry want to see increased wages and safer working conditions. They might press for legislation and a government operated regulatory structure to mandate minimum wages for each particular trade and to specify what types of tools and equipment need to be made available to each worker. Hopefully, the new regulatory structure would keep businesses acting more responsibly and would improve safety for their employees. This seems very well intentioned, if that’s how it really worked.

But more typically, the process works as follows: The work of lobbying government requires a lot of time and money. Who can afford to do that work and spend that money? Big business. Such businesses often find themselves at a growth point where two things are happening: They have lots of success, with a lot of money available for further development of the business to increase profits and growth. But due to their increased size, they are battling new inefficiencies and having a hard time keeping their prices down. This provides an opportunity for smaller competitors who have less overhead, less inertia, and can begin to take away market share dearly won by the older, better established business.

At this point, big business may take the occasion of worthy grievances duly brought by legitimate interests such as labor or consumers. Or they may initiate the process on their own either by lobbying directly or by funding advocacy groups already established for the purpose of lobbying. In either case, big business has a regular, well-funded seat at the table as negotiations are conducted over what new regulations will be put in place and how they will be defined and administered. Typically, small business and individual consumers and/or employees are completely out of the loop and therefore incapable of influencing the process.

The result is, new regulations end up being crafted to be compatible with improvements and practices big business is already putting into place, is already prepared to make, or can implement with a minimal disruption to its profitability. Where possible, regulations will be crafted in such a way as to make it much more expensive and more difficult for smaller, less well funded competitors to implement those same changes.

As a personal example, some years ago, legislation was put forward in my state requiring certain minimum standards for tattoo shops. As an interested observer of government, I was surprised by this. First of all, I wasn’t aware there were even that many tattoo establishments around in such a socially conservative state. Secondly, I wondered if we really needed to be seeing more incremental growth of government and wondered if this was the best thing to be spending tax dollars and legislative time on.

I contacted my representative, whom I knew to be an advocate for limited government. He assured me that in this case, there was no cause for concern over this additional layer of regulation since it was “the industry itself” that had asked to be regulated. As he described it, a coalition of tattoo business owners had come to him and a few other legislators and had asked to be regulated. The regulation involved the payment of fees and a licensing process that would require periodic inspections to see that proper equipment and health conditions were being observed in the applicable establishments. Anyone performing a tattoo without such licensure would be breaking the law.

Why would established businesses not only submit to, but even ask for this additional intrusion by their government? Apparently, in this case it was because more and more people were beginning to perform tattoo work out of their homes. This was cutting into profits for the established businesses who actually paid rent for a commercial space to do the work on a larger scale. It was becoming more difficult for larger concerns to compete. Paying a license fee and submitting to the quality control processes was a very small burden for the larger concerns who were already prepared to submit to such standards. But it was enough of a barrier to convince many people to quit doing the work informally out of their homes. As designed, it fulfilled its intended purpose. It protected the larger, established businesses from their smaller, would-be competitors.

The stated purpose of the regulation was, of course, to protect the public from the dangers of “unqualified” tattoo artists. Presumably the larger “more responsible” shops requested the regulation in order to keep the smaller, “less responsible” operators from exposing the public to undue risk. But it is a leap of illogic to assume conditions will be safer for consumers simply because a licensing fee has been paid. It is also not valid to assume businesses are more responsible, just because they are larger and more established. In some ways, the exact opposite can often be true. A sole proprietor may take a great deal of pride in the quality of his product simply because his reputation is on the line and he deals with each of his customers personally. A larger business may have to rely much more on employees who might not share the same level of commitment to the business or may not have as much experience as the owner.

When we rely solely on government to ensure businesses are providing a safe and effective product, we often ignore, or even suppress the natural feedback mechanisms already at work in the economy. One of the most effective of these is the power of consumers to communicate with each other and identify the quality and reliability of businesses with which they have had prior transactions. Bad news travels fast. And information about businesses who have dangerous or useless products is no exception. When people know an industry is highly regulated, there can be a perception that someone in government is looking after our safety so we don’t need to worry ourselves about researching the reputation and history of a particular company before doing business with it.

Think about how you might buy beef from a grocery store. Do you research your purchase ahead of time to find a store that has a good reputation for healthy, bacteria-free meat? Not likely. Chances are, you will assume that wherever you buy your meat, someone in the government is regulating the process to make sure you get a safe and quality product. But in an industry that is less regulated, like computer printers, for example, you might be more likely to first look up an article in a consumer report magazine to see which brands and models are going to provide you the best possible value.

Empowering government to regulate an industry might make us feel better. And in the short run, it may even improve quality and conditions. But in the long run, it doesn’t always make us safer, nor does it assure we will always get the best service, quality or value. It tends to limit the choices available to consumers for those products and services that are already available and established. It trains consumers to not discriminate between competing suppliers. It tends to prevent new technologies and options that might come along to displace the old way of doing things. And it keeps prices higher than they might otherwise be for comparable products and services in a freer, less regulated environment.

So government-managed regulation may help consumers a little bit, and in the near term. But mostly it just helps established businesses stay in business and making money without as much need to respond to new competition and disruptive new ideas coming from smaller, less established businesses.

It seems like we would figure this out and put a stop to it. But it continues on a huge scale all around us. The regulatory power of government continues to increase. The number of new regulations issued every year is staggering. And we can witness the effect in our economy as big companies continue to get bigger and more powerful while it becomes more and more difficult for new, smaller businesses to break into existing markets.

Have you ever wondered why there are only a relatively few oil companies in the world, and they are all huge, multi-national corporations? To find out why, try starting an oil company or a refinery. See how many regulations exist and what up-front costs you would incur just to get over the regulatory hurdle. Today it is virtually impossible.

Ever wonder why you see fewer and fewer community banks around these days while the big banks continue to get bigger and bigger? Try starting your own bank sometime. Just completing the regulatory requirements to start a new bank makes it virtually impossible for all but the most determined, best funded and most connected. It is cheaper and easier to buy a bank with an existing charter than it is to go through the process of starting a new one.

Ever wonder why it is so difficult for some family farmers to survive, and we see more and more of them going out of business? Look closer and you may find that the subsidies we provide to agriculture have skewed the economy. It has become more difficult to compete in agriculture unless you apply for and collect these subsidies. This has created a competitive advantage for farmers who structure their businesses to take advantage of government programs, and who become savvy enough to complete the necessary paperwork to tap available grants and credits.

Ever wonder why there are only a relatively few health insurance companies to choose from and they are all huge and expensive? In recent years, facing the threat of regulatory reform, the health insurance giants got into gear. Rather than being subjected to new legislation they might not like, they instead steered it to their advantage. They made sure it came out the way they wanted.

Here are the results today: It is virtually impossible to get into the business of health insurance as a new competitor because the market is protected for the existing players. It is now federal law that everyone must purchase the product–a product which previously was considered optional. Prices are continually rising as competitive forces are limited to only a few large businesses who all suffer from the same set of challenges of size and inertia. No truly new or fresh alternatives are allowed into the system, so innovation is no longer a threat to the established players.

In the partnership between big business and big government, it is commonplace for people to fulfill a career in government regulation and then retire with a pension to pursue a second career in the very industry they had previously regulated. In the best of cases, such employees are sought after by business because of their expertise in complying with difficult and complicated regulations. In more dubious cases, such employees are sought after in order to leverage their friendships and contacts with people still working within the regulatory arm of government. In the worst of cases, they are hired into high-paying, low-effort jobs as a reward for favors granted previously during their tenure as regulators. This is a kind of corruption that ranges from soft to hard, but is ever present where big government has the power to pick winners and losers in the market, and big business has the money to pay for that power and influence.

How does this turnabout happen? How do the very targets of our efforts to regulate end up spinning the regulation back to their own advantage? Another way of asking the same question is: how is it that the strong always end up subjugating the weak? It is simply because the strong are stronger and the weak are weaker. The natural world is ruled by force. And strength is more powerful than weakness. Those who are willing to use force against others in order to get what they want will naturally gravitate toward centers of power if we allow them to exist.

If we really want to stop big business from taking advantage of the public, we need to do two things:


	Stop creating a weapon, in the form of large and powerful government, which will eventually end up in the hand of established corporate interests;

	Make sure small businesses are not burdened with layers of useless regulatory overhead so they can more effectively compete with big business, bringing more choices, lower prices and improved quality to consumers.



Nearly everyone recognizes that we need to get the money out of politics. The only way to do that, is to get the money out of government.

 



2.3.4 The Ideal Role of Government
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So what things should government rightly be doing? And what things are we better off to do privately, or within the framework of the natural laws of economics? Most of us probably don’t like the idea of big businesses using government power to squash smaller competitors. But do we think government should attempt to ensure merchants are providing safe and effective products to the public? Or can consumers learn to be more responsible to figure that out on their own?

Most of us don’t like the idea of “corporate welfare” where government gives financial assistance to businesses who may be failing due to bad management or changing market conditions. And yet this happens on a grand scale all around us. For example, consider green energy grants, agricultural subsidies or bank bailouts.

Do we think government should give taxpayers’ money to a failing car company or to an insurance company that has taken on too much risk? Should the government be allowed to give taxpayer money to a single company, picked out of an industry such as renewable energy or aerospace development, giving that company an unfair advantage over competitors who might not be as politically well connected?

Do we think government should use taxpayer money to perform acts of charity, or would such service be more effectively administered in some other context such as family, church or community? Should government attempt to manage other ethical standards such as what constitutes a marriage, or what types of sexual behaviors will be allowed, or what will be taught to our children about big questions? Should we allow government to tell us how much money we can earn, or how we may or may not exchange our labor with each other? Or can people be freely allowed to make contracts and agreements as they, and they alone deem to be in their best interest?

The first thing to recognize is that different people have different opinions about how much government should and should not do. This is a part of our Faith–the way we think and believe. Perhaps in the same way we don’t want government to establish a single, state-approved religion everyone has to conform to, maybe government should also not dictate a single state-approved role for government itself. Could that be possible? Could we be free to not only choose our own religious beliefs and affiliations, but also to choose the amount of government we will be subject to?

We have discussed several different forms of government and noted how each one tends to devolve into a circumstance where the weak, in one way or another, end up subordinate to the strong. We have shown how even democracy is not exempt from this weakness, when government gets in the business of handing out too many entitlements. We have noted that just because 51% of the people may vote to live a certain way does not mean it is correct or ethical to force the other 49% to live that way too. Is there a way to establish civil society so people can live in some degree of peace and security, and still be allowed a wide range of choice in how we exercise our Faith, including what we believe about the proper role of government?

In order to better answer this, let us first examine how government currently works on a number of different levels:


	At the largest scale, we have the United Nations where delegates from around the world meet to try to resolve differences between nations, lobby for policies, and promote understanding between cultures.

	Next we see national governments–often coalitions of smaller member states who themselves may enjoy a degree of autonomy, but likely rely on the national government in broader areas such as monetary policy and national defense.

	Below state governments, we may have counties or regions having jurisdiction over land use, and public resources such as roads and utilities.

	Where densities warrant it, areas may incorporate into cities which can implement their own codes to regulate zoning, traffic, utilities and health.

	Often, organizational structures exist within counties and cities such as districts, neighborhoods or property owners associations.

	Distributed throughout these geographical delineations, people may also choose to affiliate themselves with churches and clubs which also enjoy some ability to promote and regulate civil society.

	At a fundamental level, of course, people are also organized into families by the very way in which nature works to sustain the species.

	Although the smallest organization in society, the family is likely the most important and influential in the way it affects the quality of our lives, the ways we learn to think and believe, and the ways in which we get along together at higher organizational levels.

	Finally, at the very foundation of society is the individual. And while individuals are usually most satisfied when they are engaged in groups such as the family and the community, still it is at this level, the individual person, where the most important and fundamental type of regulation takes place: that of self governance. For example, many people make good choices just because they are good people and want to do the right thing, regardless of how government may attempt to regulate their behavior. Most people have some degree of natural empathy for others and so would not knowingly injure or enslave them.



Across this hierarchy of government, there rages a never-ending battle over what type of powers, laws and regulations should exist, to what extent, and at what levels. Very often, when we determine something is not working as well as we might like, we pass responsibility up to a higher level of government in an attempt to address the problem more comprehensively. Stated in terms of feedback theory, we detect an error signal somewhere in society, but we may fail to recognize or accept a feedback system that is already in operation.

For example, we might observe the genuinely unfortunate condition where someone doesn’t have enough food to eat. We all recognize hunger as a painful thing whether it is happening to one person or a million people, so we determine to do something about it. We may understand on an intellectual level how hunger forms an important part of a naturally occurring feedback system, regulating the amount of food we produce and eat. In fact, if we didn’t get hungry, we would probably starve to death. But that theoretical understanding doesn’t do much to fill the stomach of a hungry person who needs food right now. So the most compassionate among us will have a natural desire to help those who are less fortunate and can not obtain all the food they need on their own.

Unfortunately, one compassionate person with some extra food might only be able to help a few others–certainly not enough to satisfy everyone who is hungry. So it seems natural for compassionate people to want to organize a socialized approach on a much larger scale. They might start with city, county or state government, trying to allocate tax money to help out those who are having trouble helping themselves. But local and state governments are often burdened with plenty of other problems to take care of and they never seem to have enough tax money for all the things they want to fund. Giving them one more thing to fund and manage can be a difficult proposition–particularly if there are other problems that seem more urgent.

This is where federal government comes in. At this level, there are not as many funding constraints–particularly when the government can create new money by borrowing from a central bank on behalf of future tax payers. And at the federal level there is also a fierce competition for a voting constituency. Politicians are always looking for groups of people who will give political support in return for one favor or another granted by the generous hand of government, even if the money to buy those favors must first be taken from other people who end up having to work for it. In short, the higher you go in government, the more likely you are to find someone willing to create a new program, particularly if it enlarges the scope of power for the politician or party who will get the credit.

While the short-term goal of reducing hunger for a relatively small number of people might be successfully met, in the longer term, a societal shift is likely to result. This is part of the unintended consequences we observe so often when trying to force a result out of an operating feedback system. Whereas previously, people might have assumed it was their responsibility to work and produce food and clothing for themselves, now they will begin to believe they have an entitlement to such things, and it is the obligation of other people to provide it. These perceptions skew the way in which natural economic feedback systems function.

Error signals which used to provide a negative, or corrective check back into the system, may now fail to function properly. Or worse, they may begin to provide positive, or destabilizing forces back into the system. Over time, hunger may not be reduced at all. Unfortunately, it might even get worse. And freedom of choice will be reduced, rather than enhanced, not only for the producing class, but ironically, for the entitlement class as well.

The goal here is not to debate the merits or faults of government welfare programs in particular but rather, to explore what happens when government takes on new roles and responsibilities at any level. It starts when a problem or inequity is observed such as crime, hunger or poverty. Such problems typically stem from a lack of personal responsibility at some level of society. Ideally, individuals should be responsible to provide for their own wants and needs, to the degree they are capable of doing so. Where individuals lack this capacity, it is fortunate if they can live and work within the context of a family unit, doing the best they can with the abilities they have, and depending on other family members to also contribute to the maintenance of the group so the needs of each person are adequately met. Where families are unable to provide for their own needs, it is certainly appropriate for them to seek help from larger units of society such as church, community and state.

Unfortunately, we sometimes ignore these fundamental and much more effective ways of providing for the maintenance of our fellow citizens who require a little extra help. Rather than recognizing the natural economic feedback processes that are already in play, we may jump immediately to the conclusion that government needs to somehow solve the problem. If a government at some level, proves ineffective at eliminating the problem, which it inevitably will be, the next impulse is to push the responsibility up to a higher level of government. But in many cases, that higher government may be even less effective at solving the problem, or it might even make things worse.

Regardless, power and control seem to always migrate upward, regardless of whether that approach makes life better for the public. The effect is greater and greater centralization of regulatory power and decision making authority. And the result, in the best case, is that a minority of the people will have to go along with what a majority has decided for them. More typically, even a majority may be forced to accept obligations they have not chosen for themselves and limitations on their choices decided by a minority who has discovered how to manipulate levers of power such as the legislature or the courts. The only real winners are those in the ruling class who get to wield power at the highest levels of government for their own benefit.

 



2.3.5 Principles for Choice
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It would be nice if we had a better, fairer and authentically compassionate way of organizing ourselves into a civil society. As culture and technology have developed, mankind has evolved from anarchy to monarchy, and then to various systems ranging from socialism to democracy. But each system has typically resulted in some form of oligarchy, where a relatively small group of ruling elite live at the expense of a larger working class of producers. In order to evolve to a better way, we should take the best of what past social organizations have had to offer, and then combine it with the values modern technology allows us to achieve for increased individual choice. We need a way to get the best parts out of socialism, individualism and democracy but without the oppression that is all too commonly the result.

From socialism, we derive the concept that some problems are better solved in groups than as individuals. From individualism, we are reminded that free will and the ability to direct our own lives define the very difference between lives of joy and lives of misery. And from democracy, we should remember that, the authority to govern must be granted by those being governed rather than thinking our rights and entitlements are somehow granted to us by those who rule over us.

Is there a way to combine the best of these approaches to promote our ability to make choices according to our own individual Faiths, without being unduly burdened or restricted by other people who may have different ways of thinking and believing?

In theory, it shouldn’t have to be that hard. It would simply mean picking the lowest form of government possible for each particular task and somehow resisting the urge to continually migrate power up to higher forms of government or to concentrate decision making authority where it affects an entire nation, or even the whole world. If the national government could focus first on foreign policy and then limit its domestic agenda to a simple framework that acknowledges basic inherent rights, such as those which flow from nature, rather than from other people, then people would have to solve other more specific problems by organizing themselves at a state or a local level.

Ideally, where individuals could exercise responsible self-governance, no further imposition upon them would be necessary. But where people choose, by a fully informed, democratic vote to have their government impose regulatory limits on their own behavior, hopefully much of this could be done at a community level. Most other regulatory issues could be resolved by a system of democratic representation at the state level.

If we could resolve more policy matters in this community-centered way, our country would contain a truly diverse mixture of social organizations, operating at more of a grass-roots level where individual citizens have the greatest impact on the way things are done. Since different people often disagree about how things should be done, individuals and families must be free to migrate toward areas where community values are more consistent with their personal views and beliefs.

Because democracy would be used at lower levels of government to decide how things will be done, a majority would win and a minority would lose. But because local jurisdictions are not far apart, it would be relatively easy to find a neighboring locale more compatible with one’s way of believing. So the burden of the majority upon the minority would be much less of an issue. Different people will have different opinions about what various functions should be socialized. So we could make these decisions by a democratic vote of the people, but within a scope limited to a community level so others who believe differently would not have to become part of a set of ethical beliefs they do not support.

And how do we resist the urge to migrate responsibilities higher than they should be in government? The first step is to base our approach on sound principles.


Principles are those things that remind us to do the right thing when the wrong thing seems like the right thing.



Let us try restating some principles related to the peaceful exercise of choice, but now in the context of government:


	I prefer to be able to exercise my own free will as much as possible. This includes choosing what I will believe, how I will live, how I will work, and what other endeavors I may pursue.

	I agree that others feel the same way about their freedom, so I understand I must refrain from choices that would unduly infringe on other people’s enjoyment of their own free will. Such choices would be an act of aggression toward others and so are not acceptable in a civil society.

	I accept that there is room in the world, and also in each country, for many different ways of living, thinking and believing. We can coexist and even cooperate even though we are very different. We don’t all have to hold the same Faith and we don’t all have to have the same kind of government. If a broad diversity of choices exist, people will have enhanced options to move, if desired, to an area with a method of social organization more compatible with their own beliefs and values.

	I understand that social groupings, from the individual, to the community, and all the way up to the nation, should exist in equal status with their neighboring peer entities. As such, they have an obligation to refrain from acts of aggression against their peers. And they have a right and an obligation to defend themselves against such acts of aggression as might be perpetrated by an offending peer.



Can a large majority of us agree on these basic principles? Can we agree that where democracy is used to decide the challenging issues of our day, we should apply it at the lowest, or “most local” level possible? Can we agree that we do not all have to do things the same way? Can we accept the idea that different states and even different communities might have more control over establishing the laws and regulations to which their citizens are subjected?

Can we begin to live with each other and near each other without continually trying to impose ourselves and our individual Faiths upon each other?

To make it work, our commitment to the principles of choice would have to be stronger than the urge for greater degrees of centralization of power. At the pinnacle of this notion is the idea of “one world government.” The biggest problem with world government is that it is in conflict with the belief that there is room in the world for many different ways of living and governing. It assumes everyone needs to be under a common set of laws. And worse yet, it implies an all-powerful regulating force–a world government that has the power to impose and enforce a single way of living world-wide. If we all live under a single set of rules, who gets to choose what those rules will be? What big corporations will be able to use their power to influence this governing body? What set of values will they force us to support and subsidize? What will become the one approved Faith?

Conversely, in a world of sovereign peer nations where each establishes its own policies and beliefs, each one tends to serve as a check and balance to the others. While it is true, bad practices will arise from time to time, hopefully other nations with better ethics will stand up to them, resist them and/or shame them into better behavior. Where pockets of true freedom exist in the world, they will serve as a beacon of inspiration to others who live under more oppressive regimes. If even a few countries can successfully foster the principles of peace and choice, people of other nations are more likely to begin to organize and bring about positive change in their own countries as well.

It is at the national level where we need most to resist the urge for further centralization of power. In fact, we should probably strip a whole range of public policies out of national politics and turn them back to state or local jurisdictions where they can be better addressed within the context of local prevailing values. National governments should instead focus first and foremost on a foreign policy which defends and protects the ability of individuals within the nation to live free from any aggression that might otherwise be initiated by peer nations.

To the degree national governments are involved in domestic policy, they should refrain from most regulation and/or law enforcement. The exceptions to this include a set of basic laws which recognize and protect the natural rights of individuals to exercise their will, to truly own themselves and the product of their labors, and to move freely from one community to another within the nation if they are dissatisfied with the systems of social organization where they live.

National governments may rightly be involved in the establishment of standards but they should generally stay out of the business of enforcing them. For example, a national government might define a standard monetary unit for currency. But they should not be allowed to establish a monopoly, either within government or in the private sector, for the issuance, regulation, or mandated use of a particular currency.

Similarly, a national government might establish standards for safety in the workplace. But it should be up to states and communities, acting within a democratic process to determine if businesses are required to adopt those standards. A national government would do well to establish standards for clean air and clean water. But primary enforcement in these matters should originate in the States where the regulatory power can better be kept in check.

A national government should only be allowed to enter into enforcement issues is when a matter crosses state lines, and the individual states have been unsuccessful at resolving the issue among themselves. A good example is when a polluter in one state is sending contaminated water into an aquifer which then passes into a neighboring state. Individual state agencies should regulate their own businesses according to their chosen environmental standards. But when one state becomes a victim of the lax policies of another state, it may not be able to solve the problem on its own. It should then be able to petition a national government to intervene and decide the matter. In any case, the federal government should not be dealing directly with the individual citizens and businesses of those states.

National governments should also be expected to regulate trade with foreign nations. In this effort, they may choose to lay trade tariffs where appropriate to protect domestic production capabilities and/or to assert power with foreign competing nations. Such tariffs will be a natural source of revenues for funding the activities of that government. Where additional revenues must be raised domestically, federal governments should look to member states for those revenues and not be taxing citizens individually. Otherwise, they evolve power away from the states and concentrate it at the federal level where it becomes a greater temptation to big business, foreign powers and other special interests who will tend to misuse it for their own selfish purposes.

A national government should establish standards which promote the general welfare of the citizens of its member states. But this phrase should never be interpreted as taking wealth from one voting faction and giving it to another. Where government programs are to be initiated to care for the poor and needy, these would much more ideally be instituted and administered at the state level, or preferably, even community levels.

General welfare means just what it says: well-being that is general, or the same for everyone. It should apply to all people equally, not just the friends, allies or voters of those in power. It most certainly does not imply taking the private property of one citizen and giving to another. This notion is not general at all but rather, very specific to the person or class receiving the benefit.

One good example of promoting the general welfare is to establish a standard for the enforcement of private contracts which can be adopted according to individual state legislative processes. Most of us understand, in order to enjoy a good standard of living, we will need to not only be productive ourselves, but we will also have to cooperate with other producers, in a free and voluntary way. Producers in an economy are much more productive when they can focus their efforts on a specific product or service. This is called specialization.

In economies where each individual or family has to provide for all their own needs, it can be very difficult to survive. If everyone has to grow their own food, repair their own roofs and build their own cars, not much at all will get done. But if one person concentrates on growing corn, another in raising cattle, and another provides transportation, the combined productivity of the group will be many times higher than if they were all trying to do everything for themselves.

In order to cooperate in this way, we often need to make contracts, or promises with each other. And those promises require a degree of trust. If I only have to trade a bushel of my corn for a pair of your new shoes, not as much trust is needed. But if I want the shoes today, and I need to wait to give you the corn after it has been harvested, then your trust level must be much higher.

As we will see in a later chapter, this very kind of promise forms the basis of our monetary system. Most money is simply a promise. And when we can use money in an economy to encourage and facilitate the exchange of goods and services, the quality of life can be many times higher than if we were limited to direct barter and exchange.

However, a problem arises when two parties make an agreement, expected to be satisfied at a later date, and then one party fails or refuses to honor the agreement. At the level of nations, there is no higher authority to appeal to. So such disputes may result in embargoes, sanctions or sometimes even war. But it would be unfortunate if we had to settle disputes over money with our neighbors by such methods.

It is much better if we can appeal to a system of civil law whereby the government will review contracts between informed, competent parties and force the breaching party to honor the obligations it has made. When people and businesses can trust government to enforce their contracts, they are encouraged to engage in more cooperative commerce. They are encouraged to take risks and to trust other parties as they work together on projects that otherwise would be unachievable.

While individual states should be relied on to enforce contracts, there are bound to be cases where one state has a complaint that cannot be resolved with another state. In these cases, states should have the ability to appeal to federal authority to resolve the issue. But otherwise, individuals and businesses should make their agreements subject to the laws of an individual state and then be bound by the courts of that state to enforce the contract. Where judgments cross state lines, the federal government should ensure that various states honor such judgments with each other and will cooperate to see that justice is served across state lines. This is how we should interpret the power of the federal government to “regulate inter-state commerce.”

Another thing the federal government should avoid is injecting itself into the details of what two parties may agree to in a private contract. No law established at the federal level should limit what two or more consenting, informed and competent parties may agree to as long as its fulfillment does not constitute an undue act of aggression against some other party. This does not mean there should never be laws establishing a minimum wage, prohibiting prostitution, or limiting the use of drugs or alcohol. But such laws, when established, should be enacted at a state or preferably a community level and then only through an informed, democratic process. This should not be done at the federal level and certainly not through a decision of the federal courts.

As mentioned, this approach attempts to incorporate the best of many different systems, including socialism, individualism and democracy. Under a purely individual, or libertarian approach, it is often claimed that such practices as prostitution, pornography and drug use would be legal. The argument is, free adults should be able to choose these behaviors even though they are not looked upon favorably by people of a more socially conservative Faith.

But many people don’t want to live in a community where their children are exposed to advertisements or other promotions for such things, at least until they come to an age where their decisions can be made in a more informed, mature and competent way. This is a part of their Faith and so should be protected to the degree we reasonably can. There has to be a balance between the rights of the person who wishes to pursue happiness by living in a community free of prostitution and the rights of the people who wish to engage in that activity. By addressing such difficult decisions at a community or state level, we can achieve a better balance between these competing rights.

As an extension of this argument, we should not imprison people simply because they engage in activities we disapprove of. Rather, prison should be used only as a punishment for those who have been shown to commit acts of aggression against other people. Instead of trying to force each other to live the way we think is right, let us voluntarily segregate ourselves into separate, but cooperative communities which recognize the rights of each other to exist in freedom, act according to our individual community standards, and stand united under a national government which protects us from potentially hostile, outside forces.

As mentioned, federally established standards should ensure that, individuals can remain free to exercise their own choices to the greatest degree possible. In addition to national defense, this implies a need for an internal justice system to punish those who commit acts of aggression against their peers. Again, the federal government should establish standards and states should enact laws, by their own democratic process, which refers to those standards and enforces a level of conduct consistent with the prevailing standards and expectations of the people in that jurisdiction.

The important thing to remember about justice is that, we live in a world with other free beings capable of making choices of their own. This creates a potential conflict between the individual freedom of one person as opposed to the individual safety and security of another. The only way to make sure everyone is completely safe from the aggressive actions of their peers would be to lock everyone up in an isolated cell where they could not hurt anyone else. And even if you could do such a thing, who would have the authority to do the locking, and who would remain free to enjoy their safety?

In this sense, freedom and security become mutually exclusive, to some degree. In order to assure absolute security, no one can be free. And in order to assure absolute freedom, no one can be totally secure. The best substitute we have come up with is called “justice.”

We must recognize that we can not effectively prevent a person from committing an act of aggression, particularly when committed for the first time. But when a person does act badly, we can punish and confine him or her. Although this does not undo the crime, it can often create a deterrent to future crime. In the aggregate, it is the best we can do to assure the greatest possible degree of both freedom and security.

We should not make the mistake of thinking a justice system is supposed to somehow prevent all injustices from ever happening. Once we get in the business of preventing crime by attempting to restrict or regulate innocent people, we are on a slippery slope to rapidly eroding freedoms. And the ultimate result is tyranny and slavery.

In summary, an ideal system of government would regulate people only when necessary, and at the lowest, or most local level possible. Where individuals are capable of regulating their own behavior and staying within the bounds of non-aggression, they should largely be left to the unfettered exercise and enjoyment of their free will. We should avoid punishing people simply because they engage in behaviors we do not approve of. Rather, people should be punished only when they have committed acts of aggression that diminish the natural rights of others.

Where naturally occurring mechanisms exist that provide regulating feedback, they should be recognized, fostered and encouraged. In some cases, this might mean simply educating consumers so they can make more informed choices. It might also mean spreading information to expose bad actors who try to trick or cheat people into making choices they would not otherwise make.

We should also try to be tolerant and remember, the error signal in a natural feedback system can never be completely eliminated. Stated more simply, this just means things will never be perfect. And we should not expect them to be. We may have to be satisfied to keep the unfortunate side effects of freedom such as crime, accidents, hunger and poverty to a tolerable minimum.

Where artificial regulation is truly required and can be administered at a community level, it is best done there. Where a higher degree of centralization is required, regulation should be handled at the state level. But in large part, it should stop there.

We should avoid the temptation to concentrate power in the federal government wherever possible. And we should avoid the case where individual citizens are directly subject to a federal government on matters of taxation, regulation, contract enforcement, or law enforcement. Most certainly we should never allow such power to coalesce at a world-wide level. In order to protect choice and freedom for individuals, independent and sovereign nations must continue to exist and compete with each other in a global marketplace of ideas.

 



2.3.6 Making Change
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We have discussed several principles which, if applied, would greatly protect and enhance our ability to enjoy and exercise our free will, while still fostering security and safety. But what has been described is very different from the world we live in. Power exists at the federal level and above, in unimaginable concentrations. How can it ever be dispersed and reallocated back to more local levels where it can be more safely handled and regulated?

Many would suggest we just need more freedom-minded people to run for office or we must support candidates who will go into national government to make positive change. We should support Good people running for office, and we should support proper reforms when they can be achieved. But is probably not realistic to expect that federal power can be used to limit federal power. We have seen too many people go to Washington only to become swallowed up in its power, culture and influence. It is large and vast and tends to crush anyone who shows up vowing to fight against its power.

Likewise, state power can seldom be used to limit state power since similar dynamics exist at that level too. When true change comes, it usually comes from the bottom, up. This is also part of the natural feedback process already discussed that tends to break down monopolies. When we get tired enough of big business and big government working together to monopolize power over our lives and choices, we must rise up and demand change. We call this process a revolution.

The word “revolution” sends chills up the spines of all centrist-minded elitists. When we think of a revolution, we may be reminded of the American founding fathers and the revolution they led against the tyranny of Britain’s monarchy. That process ultimately involved guns and bayonets and was a terrible sacrifice for the people of the new emerging nation. We should hope that kind of experience never has to be repeated. Rather, is it possible our advances in technology and social enlightenment have put us past a point where violent revolution will be necessary again? Can we now change things by communicating with each other and just deciding we want to do things a better way?

If so, we can truly be grateful. But true change from the bottom up, whether peaceful or violent, is a revolution nonetheless.

So what form will this revolution take? In fact, we have seen several peaceful revolutions in recent decades. In each case, centers of prior power were dissolved or dissipated. Individual freedom was enhanced, and the quality of life for those involved was greatly improved. We will discuss three peaceful revolutions that have occurred in our recent history. All are closely related, but worthy of separate consideration, nonetheless.

 


2.3.6.1 The Fall of Communism
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Members of older generations will remember the cold war, followed by the eventual breakup of the Soviet Union. It has been said, the difference between good and evil nations is that, good nations build walls to keep people out while evil nations build walls to keep people in. This underlies the notion that we live in a world ruled by force. Bad nations use force to keep their own people in submission and servitude. Good nations use force to establish a border to protect their people from hostile outside forces so they can maintain and enjoy a peaceful, civil society within the bounds of that border.

Even the Soviet Union was established upon the seemingly noble idea of taking power away from an oppressive oligarchy and returning it to the people. But that power never really made it down to the promised level. Instead, the communist regime merely established a new tyranny administered by a privileged class who oppressed and lied to its people, required them to perform work, and then denied them most of the fruits of their own labors. It held its own people captive and attempted to deny them any accurate view of the outside world lest they might rise up in rebellion against the forces holding them in bondage.

Unsustainable, and doomed to eventual failure, the regime still stumbled onward for decades. But what was their eventual undoing? Some claim it was Mikhail Gorbachev. Others claim it was Ronald Reagan. While both leaders had a great deal to do with it, an emerging technology may have had more impact than anything that happened in the realm of public policy. In the years leading up to the Soviet collapse, a new invention had come on the scene: the fax machine.

While telephones were available in the Soviet Union, the press was strictly regulated. Soviet citizens only obtained a limited view of the West, as approved and allowed by their leaders. With the advent of the fax machine, friends and relatives from western nations were able to send in news articles, pictures, western literature and religious materials.

As more and more people got access to this information, they began to discover their government had not been very honest. The government lacked the technical ability to limit or screen all the fax transmissions without completely shutting down the entire telephone system. And public opinion would have suffered an even greater blow if they had attempted that.

So the information flow continued, people became more and more informed, and eventually they’d had enough. The tipping point came when large numbers of people showed up to protest at the Berlin wall and Soviet leadership did not dare to put them down. They saw the end coming and they submitted themselves peacefully to a defeat which took the form of the former Soviet states breaking up to become separate sovereign and independent countries.

While things are far from perfect in Russia or other previously Soviet states, it is certain, change came. And it did not originate from above. Rather, it seeped up “through the cracks” of public opinion just as the roots of a tree can rise up to destroy a concrete sidewalk. Change came because the power to control information was diffused and de-centralized. It finally found its way into the hands of regular people, and they used it to make positive change. The quality of life improved for millions of people, including their ability to exercise and enjoy their own free will.

Will the people of the former Soviet states maintain that dearly won freedom? Will they improve upon it? Or will they eventually slide back into tyranny? Only the future will tell.

 



2.3.6.2 Telephone Deregulation
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Another interesting revolution occurred particularly in the United States, but its effect quickly spread to the whole world. It started with a revolution in a previously government-sponsored monopoly we called the “telephone company.” It has often been thought that, there are certain sectors of the economy that are just too critical to leave to private enterprise. These, it is argued, must be regulated or even operated by government. It was determined early on that government would regulate the deployment of the telephone system.

After all, there was only room for one system. It didn’t seem to make sense to run two or more sets of telephone wires around everywhere. And if we just let one company or another have free reign, they would have a monopoly. Well, one company did develop into a monopoly: American Telephone & Telegraph (AT&T and its subsidiaries–the Bell companies). But we all accepted it because we knew the government was regulating the process so somehow, things must be fine.

In those days, it was illegal to connect a telephone to the wires coming into your house unless it was an approved telephone purchased from Bell. Those telephones were very expensive and quite archaic from a technological standpoint. With the advent of the FAX machine and other technological advances, pressure began to mount to allow other companies besides AT&T to manufacture and sell equipment that could be connected to the phone lines.

Finally in the 1980’s, pressure was greater than the regulators could bear and the bill to break up the Bell companies passed the national legislature. Up until then, the infrastructure, as well as the business operations who used it, were considered to be a private company operating a public interest and therefore subject to public regulation. In other words, it was a government sponsored monopoly. After that time, it was recognized, the telephone network itself, or the wires connecting everyone together, would still fall into that category of public interest. But the management of the infrastructure would be broken up into a number of much smaller government sponsored monopolies. More significantly, the operation of telephone service companies and the manufacture of telephone equipment was released back into the free market. Anyone could now create a phone network either atop the Bell wire system, or independently with their own infrastructure. And anyone could now manufacture equipment to interface to the phone lines.

The result was a peaceful but explosive revolution. Power was quickly devolved away from AT&T and the federal regulators. Myriad smaller operators and manufacturers quickly sprang up, creating endless new options for consumers.

Prior to deregulation, telecommunication was expensive and rare. Talking on the phone with a relative in another state might cost you a significant amount of money. Buying a new phone was a significant investment–enough that it was uncommon to have more than one or two such phones in a single household.

Today it is virtually free to talk to people anywhere in the country. International calling is reasonably priced, or in some cases even free. And some telephone companies will give you a phone for free just to entice you to sign up for their service.

Today, the original Bell wired network still exists. But it is overlaid by one or more cable systems, multiple fiber-optic systems, as well as multiple cellular and fixed-point wireless systems. Competition has truly improved service and pricing for consumers beyond anyone’s imagination. Quality of life and freedom of choice have been greatly enhanced. The only possible loser in the deal is the original monopoly itself, although ironically, even AT&T has prospered and grown in the new competitive environment.

 



2.3.6.3 The Information Age
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In many ways, the third revolution really sprang from the deregulation of the phone companies. It is the Internet. Prior to the advent of the Internet, the regulation and distribution of information constituted a center of influence closely guarded by a tight group of elite power brokers. One of these groups included national television and radio media. This industry was dominated by three companies: ABC, NBC, and CBS. Another related group included the national print media which was controlled by a relatively small group of companies that owned and operated newspapers across the nation.

Technical information was mostly limited to what you could purchase in a printed text book or an encyclopedia set. These were typically expensive and comparatively difficult to come by. While some families might have access to an encyclopedia in the home, many others did not. Most public perceptions were controlled by what made it into national television, radio and print media.

Once the private market gained access to the telephone network, the population began to spontaneously form an interconnected data network. First it was FAX machines and then it spread to computers. Individuals, businesses, government agencies and schools began to use modems to connect their computers to other computers and the embryo of the Internet was born. Without the need for legislation, consortia of programmers began to voluntarily collaborate on methods for transferring data between computer networks. Communication protocols were cooperatively developed including those we still use today such as TCP/IP for network packet transmission, SMTP for email and DNS for interpreting domain names.

People stopped depending so much on the traditional mail system for transmission of written communication and began instead, to transmit written message to each other over the Internet in the form of electronic mail, or email. Before long, the new standards HTML and HTTP were introduced and the World Wide Web was born. Organizations all over the world gradually began to populate web pages with everything from scholarly articles to recipes. Soon businesses began to market and sell their products on Internet web sites and the way we buy and sell goods and services changed forever.

Today we think nothing of a software engineer in Germany working together on a business endeavor with a database programmer in New Delhi. If we want to buy a new appliance or some clothing, we can just as easily shop in Los Angeles as in Chicago without traveling to either city. Only a few decades ago, this was unimaginable.

Perhaps the biggest disruption caused by the Internet has been the threat to big government and the big media businesses who had previously grown accustomed to controlling the flow of news and information to the public. That control of information had long been used to manage public perceptions and thereby direct the flow of money and power throughout the political system.

Perhaps one of the most famous clashes between the old media and the new occurred in 2004 when the CBS news anchor, Dan Rather ran a story critical of then President George W. Bush’s service in the Air National Guard, dating back to 1972. Without getting into a discussion of the merits of the story itself, let us recall what happened. In support of the story, CBS presented a number of documents reported to be memos authored decades earlier by Bush’s then military commander. Within hours of the documents being made public, regular viewers began to question their authenticity on various Internet forums and blogs. Those scrutinizing the publicly viewable documents included individuals who were expertly familiar with various type-fonts and the time periods in which they had been in use. It was quickly determined, the documents were not likely to have been authored during the time period when Bush was in the military and so were most likely forgeries.

Regardless of whether you are more politically aligned with George Bush or Dan Rather, you must admit that, had this kind of story been published prior to the existence of the Internet, it would have been virtually impossible to refute. First, the likelihood of the documents coming into the hands of experts qualified to determine their authenticity would be extremely rare and would only have occurred if CBS had chosen to make it happen. But just as importantly, even if someone had been able to determine the documents were fraudulent, how would they be able to spread the word widely throughout the country or the world when all they had to rely on was the established television media to distribute their message? While there are many examples to be found of established media sources “getting it wrong,” this one is particularly interesting in light of the way the Internet was used to expose it.

Today, the original big three television networks still exist. But they now control only a small fraction of the information being disseminated to the public. In their place, many new options have emerged. News alternatives such as CNN and Fox News have each had their respective runs of popularity.

Today Google wields inestimable power due to its ability to control the order in which results are returned to people searching the Internet on various topics. However, there are competing search engines available, so as long as competitive forces are allowed to function freely, that virtual monopoly won’t last forever. Furthermore, there are innumerable blogs and amateur news outlets moving information at the speed of light around the planet. One notable example is the Drudge Report, founded by Matt Drudge and originally operated out of his one-room apartment. It is now one of the most viewed political news sites in the country.

Wikipedia is the de-facto encyclopedia of choice today. But rather than its content being controlled by a single publication company, it is accessible to anyone who takes the time to log in and write on a given topic. Establishment media advocates sometimes argue that while the volume of information has increased, its accuracy has greatly suffered. But advocates of the new media will tell you, the old media didn’t have such a sterling record of accuracy or reliability either.

One example of this is how NBC anchor Brian Williams sometimes fabricated details to embellish his news stories. In another example, it was discovered ABC anchor George Stephanopoulos had maintained undisclosed and partisan ties with the former Clinton administration even though he was actively reporting on the Clinton Foundation, to which he had apparently donated large amounts of money. Finally, many will remember that NBC’s Dateline series finally admitted rigging fuel tanks on GM cars to give the impression they regularly explode during rear-end collisions.

So it is clear, well established media players have no monopoly on objective journalistic virtue, nor are they always reliable as a source of truth. And with the increased number of sources of news data and the ability of a wide array of participants to join in and debunk information that is flawed or deceptive, the pressure to deliver accurate and timely information has clearly risen.

Regardless of your political opinions, your choices of where to get news and information have substantially increased. And your ability to publish information and quickly get it into the hands of a large number of people has also improved. Just a few decades ago, the only way a private individual could disseminate his or her opinions was to write a book and hope to somehow find funding for the thousands of dollars it would take to be printed and distributed. Today, publications can be authored and find themselves in the hands of millions of readers in a matter of hours or even minutes.

Information now travels at unprecedented speeds and with a degree of diversity in content never before seen. And the public, world wide, is the beneficiary.

 







3 The Practice of Choice
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The first section has taken us on a journey through the past, the present and a possible future. We have examined how the concept of individual choice can be used to establish a more equitable and compassionate set of governing principles. And we have seen what can happen when society forgets about this critical ethical value.

We have briefly examined three recent revolutions that have disrupted established power structures throughout the world. What revolutions will come next? How will society change over the coming years and decades?

In this section we will change our approach from theoretical to practical and discuss a few very specific areas in which we might expect to see similar kinds of disruptive and revolutionary changes as those we have witnessed in recent decades. These are a few areas that could be just as significant to the decentralization of power and the improvement of living conditions as the coming of the information age. In reality, there are many other areas where similar reforms could, and hopefully, will take place.

One goal in presenting these ideas is that others will be inspired to refine and augment them. If enough people begin to promote the principles of choice, the chances of seeing real and lasting reform will be greatly enhanced. It is also hoped this discussion will stimulate thought in other specific areas where new and innovative solutions can be employed to solve familiar problems in a way that enhances our peace and our freedom of choice.

 


3.1 Bringing Choices to Energy
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Whether your Faith includes a creation by way of the big bang or by the hand of a supreme being, there is no denying the universe contains a vast amount of energy. And thankfully, much of that energy is still in a relatively low-entropy state. This means it is still pretty organized or, by analogy, the “spring” is still partially wound up.

Theoretically, after a very long time, things will eventually burn out and settle down to a very high-entropy, or low organizational state. But for now, we are situated at a point in time when energy is still flowing from one place to another, moving things from a state of order to a state of disorder. And we can get in the middle of this process to harvest the energy we need to maintain the processes of life on our planet.

Perhaps our most familiar and notable example of this is the sun, a fiery ball of hydrogen and helium plasma more massive than 300,000 of our earths combined! It seems fortunate that we are here during a time when it still burns brightly and provides us with enough heat and energy to sustain our lives, but not so much that it harms us. Excluding nuclear forms of energy, the sun is ultimately the source of virtually all energy found on the earth. And the amount of energy coming in from its radiation each day is staggering.

In a single square meter of area facing directly at the sun, the earth receives power at a rate of more than 1000 watts at its peak during the day. That is enough to power 16 old-style incandescent light bulbs or as many as 100 of the newer LED variety. Due to such factors as the atmosphere and the curvature of the earth, we can count on just under a quarter of this total power being captured in some way by the planet. Across the whole earth, this amount is still huge, estimated at over 170,000 terawatts.

Using the terms by which we often measure energy, this is over 4 million terawatt-hours or 4,000,000,000,000,000,000 watt-hours of energy. To illustrate the size of this number, let us consider the average daily human consumption of energy world-wide which has been estimated at around 20,000 kWh (kilowatt-hours). At this level, if we could harvest 100% of the sunlight energy incident on earth, it could support a world population of around 200 Billion people. Looked at another way, we only need about 4% of the energy from the sun on an ongoing basis in order to support our population at current world-wide consumption levels.

Currently, we do not get much of our energy in this way. At some point in the future, we may have to harvest incoming sunlight as it arrives in order to fully satisfy our needs. This is ultimately what we refer to as “renewable energy.” But for the time being, and likely for at least the next 100 years or so, we are fortunate to be able to access solar energy that has been stored in the earth in the past. For millions of years, sunlight incident on the earth has been used by vegetation to convert low energy molecules such as water and carbon dioxide into much higher energy molecules such as carbohydrates. Over time and under the heat and pressure of the earth, these high-energy molecules have been converted into hydrocarbons–the crude oil and coal which we extract from the earth and refine to meet most of our present energy needs.

Because this energy was collected slowly and gradually over time and now exists in highly concentrated pockets within the crust of the earth, it is relatively inexpensive compared to the more sophisticated methods required to harvest energy “on the fly” as it is delivered to earth from the sun. And because the basic forces of economics dictate that people will tend to gravitate toward the easiest path to obtain the energy they need, it seems evident we will be relying on these relatively inexpensive forms energy for quite some time–at least until they become much more scarce than they are today.

Some people have expressed great alarm that we have become so reliant on stored energy. Others believe we should just keep mining and drilling for as long as it is readily available. These arguments are very politically charged and the specific details are beyond the scope of this discussion. But there are some basic and important points we will consider:

There is enough energy coming from the sun to serve our present needs in a renewable way as long as we can develop the technology to harvest it.

To some degree, that technology already exists. We know how to synthetically generate most the fuels we have become accustomed to such as gasoline, diesel fuel and natural gas. It is possible to generate them using, essentially, air, water and sunlight. But at the moment, it is more expensive to do so than it is to just mine the stored energy from the earth.

As stored energy becomes more scarce, it will naturally become more expensive. At the same time, technology for renewable energy will continue to progress and become more efficient and less expensive. At some point, the “lines will cross” and we will begin to rely more on renewable energy and less on stored energy. It will happen more or less automatically. We know this because the laws of economics, based on negative feedback, say it will happen.

In addition to the energy produced by the process of fusion in the sun, there is also a vast reserve of potential energy stored in forms we may not even recognize. The atoms that make up the matter all around us may hold energy reserves dating back to the very creation of the universe. We may not have even begun to tap such forms of energy. As these technologies progress, we might discover they dwarf the energy available from solar radiation.

So we don’t need to panic. In a world where all the stored reserves were largely consumed and we had to produce our fuels synthetically, we would certainly learn to adapt. Even if fuel became 10 times more expensive, in real terms, this just means a greater portion of our work day would go toward meeting our energy needs. It would also mean we would quickly adapt to using less energy.

We should worry in the sense that we must be aware of the issue, we must continue to work on improving technology, and we should work to become ready for the day when non-renewable energy reserves are much less available. But let us not worry in a way that would stop us from living lives of freedom, opportunity and peace. Above all, let us not allow big business, working hand-in-hand with big government to use artificially created crises to maximize their own profits at our expense.

Remember the principal discussed earlier: The primary result of big government regulation is that it prevents small enterprise from competing with big business. Stated another way, big business typically benefits from government regulation by limiting competition and therefore keeping prices higher than they would otherwise be.

Some in the political arena have bought into this idea to such a degree, they are willing to admit openly their intent is to keep energy prices high. They rationalize this thinking by saying it will give us the incentive to move more quickly to renewable energy sources. But you can’t fool the laws of economics any more than you can fool gravity or “mother nature.” As long as cheap, stored energy resources are available, they will continue to be the most efficient way to satisfy our needs.

Only when supplies become more scarce or technology becomes more advanced, will the tide begin to turn toward other alternatives. Until that time, who benefits the most from government policy geared to limit production of fossil fuels? The big companies who are already in the business of producing fossil fuels. They can drill it cheap, and sell it steep, thanks to government policies that prevent prices from dropping down to their natural market levels.

This is another example of a government supported monopoly. But it is not a single, unified conspiracy. It is much more complex. There are multiple governments involved and multiple companies, each pursuing their own self interests. The outcomes are not always predictable. But this much can be said: much of the world’s stored energy reserves are controlled by a relatively few countries and corporations. Most of these countries belong to a cartel, the Organization of the Petroleum Exporting Countries, or OPEC.

The purpose of a cartel is to create an effective monopoly–an activity which is technically illegal in the United States and many other countries. But because this cartel exists at an international level, our options in dealing with it are more limited. It is important to understand, the stated goal of OPEC is to manage, or limit the production of its own members in a coordinated way so as to keep prices artificially high and thereby enhance profits in a way that would not otherwise be possible.

To Americans, this means, to the degree we are dependent on energy produced by OPEC countries, we will be paying more than a natural market price for that energy. And OPEC will be earning higher profits than would be expected in a free-market environment. It also means, if we try to enhance our domestic oil production, the cartel can cooperate for brief periods of time to force the price of oil lower than it might otherwise be. This can have the effect of discouraging investment in the development of our own reserves and thereby protecting the cartel during its normal times of artificially higher prices.

During the decades when the United States has not produced all the oil we need, much of our national productivity has been traded away to nations who are members of OPEC. That means less of our work has been available for other activities that could otherwise enhance our quality of life and/or develop our own natural resources. Unfortunately, existing American oil producers also benefit as well from the coordinated activities of OPEC. When prices are high, they are high for everyone. All oil producers can enjoy the benefits of high prices whether they belong to OPEC or not. It is those who consume the energy that are the losers.

In a normal, free market scenario, high prices have the natural result of drawing new participants into the business of production. This is another example of a negative, or regulating feedback process. Where there is money to be made, more and more people will invest the capital needed to get into the business of energy production. As this happens, prices will begin to fall until they find an equilibrium, or the “market price.”

When there is not enough supply of something, more supply automatically begins to come on line until the system stabilizes. If there is too much supply, negative feedback will automatically trim it back down again to match available demand. Allowed the freedom to operate in the absence of manipulation or coercion, a free market economy will naturally migrate toward a quality product at a stable and affordable price. This is the natural process of price regulation, a product of the laws of economics.

We need to remember, regulatory policies that make it harder to produce oil and gas primarily serve the interests of the existing oil companies. They skew the natural feedback processes that would otherwise regulate the price of energy, and instead, cause those prices to rise. Ideally, the goal of an oil company is to produce not too much and not too little–just the right amount to keep the prices where they want and to keep profits optimized. The goal of the public should be to have the resources we need and at true market prices, whatever that may be.

It is critical to protect the environment from careless damage, and it is also important to have safe working conditions for those who produce our energy. But these concerns can be met effectively without making it virtually impossible for small business to compete in the energy sector. Perhaps one good way to do this is to direct much of the regulatory process back to the states so there is also increased competition in the way we regulate. There is no reason we need to focus so much power at the higher levels of government where it can more easily be co-opted and misused by big financial interests at the expense of the public.

Energy is a much more critical concern today than it was a century or two ago. Inexpensive energy has literally fueled the industrial age. And the effect has been an enhanced quality of life for billions of people around the world. Improved methods of food production, better medicines and new treatment methods have combined to increase our life spans and to make our lives more pleasant and comfortable.

But we have also become quite dependent on this energy. It would be very inconvenient and uncomfortable to revert to a lifestyle where we could not use so much. Regular people throughout the world use energy to light and heat their homes. They use it to grow and to prepare their food. And they use it to communicate and to travel to and from their jobs. It has become an integral part of our way of life. So it is important that we protect and enhance our ability to access the energy we want and need.

Because the stakes are so high, incredible amounts of money and power will probably be allocated by big business interests into efforts to limit production and thereby keep prices artificially high. We need to recognize, it is only through the free operation of competitive forces, such as small business competing with big business, that prices will be kept in check and we can count on both prices and production levels being maintained at their natural and optimal levels.

As discussed earlier, in an environment focused on choice, a federal government should be more focused on an effective foreign policy that protects the nation from acts of aggression from abroad. It should be less involved in managing the affairs of domestic policy, leaving that work instead to individual member states and locales where a diversity of methods and ideas can be allowed to operate on problems, providing a corresponding diversity of solutions. In the field of energy, a good role for the federal government would be to carry out a defensive strategy against cartels such as OPEC that form in order to exploit consumers. It seems very appropriate for a national government to consider such tactics as sanctions and tariffs, where necessary and where approved by the people’s representatives, in order to promote and protect the domestic production of energy and/or other resources. This will limit or eliminate a country’s dependence on foreign competitors who typically will not have the nation’s best interests in mind.

One present problem in the US federal government is that foreign political and corporate interests are able to use money and power to lobby our government to implement policies that serve their own selfish interests. More and more, we see where American politicians are willing to sell their influence and power to the highest bidder, regardless of its impact on the American people. At times, the United States has used regulation to limit its own oil production while continuing to favor and even subsidize countries who are active participants in the very cartels that threaten our access to energy at market prices. This raises the question of whose interests our political leaders are loyal to–their voters or their donors. Because anyone can lobby federal officials, including foreign governments, foreign companies and multinational corporations, our interests as citizens are seldom considered first. In fact, these special interests too often are the dominant presence in Washington because the money and power they wield dwarf any kind of grass-roots efforts the American citizens are likely to mount.

Recently (written in 2015), we have seen several reductions in the price of oil. Several factors have contributed, most notably the dramatic increase in domestic US oil production. Due to improvements in the technologies of hydraulic fracturing and horizontal drilling, US oil drillers have begun to obtain access to domestic energy reserves which were previously not as economical to harvest. This has produced a boom in domestic production that has reduced US dependence on foreign sources and hence, has provided a challenge for OPEC.

You can be sure foreign oil producers do not want to see such low prices continue in the long run. And don’t doubt they will do everything in their power to try to turn it back around. It may include short-term over production of oil in an attempt to damage and discourage domestic development. This is sure to include furious lobbying efforts to get the federal government to limit or discontinue domestic fracking. And it may even include acts of terror as an attempt to create fear and uncertainty in energy futures markets.

This is deadly serious big business, it is international, and it is conducted by the rules of force–not by the rules of law and civil society we are accustomed to in the United States. This means power will rule the day and the outcome may not always be a happy ending for the American consumer.

While we want our government to protect our freedoms and promote civil society within our borders, we should also recognize this “law of the jungle” that exists between nations. We can be sure competing nations understand it very well. And we should hope our federal government is actively engaged in defending us from any attempted acts of outside aggression. We should expect our government to be prepared to confront our enemies with rules of engagement that will hold up to any threat other nations might pose. As long as other nations do not attack us or otherwise attempt to victimize us, we should leave them to their own freedoms, to organize and govern as they see fit. But if they threaten us, attack us, or otherwise prey upon us, our leaders have an obligation to mount a credible and effective defense against that threat. And our citizens should be prepared to support such actions wherever and whenever they are appropriate and necessary.

We should hope we have elected Good and honest people to office in federal government who will not take action against foreign powers unless it is defensive in nature. It is important for our leaders to use force as a last resort, not for their own political future, and never for the enrichment of private financial concerns who may have influence over them.

Obviously, there are huge amounts of money and power concentrated in the big governments and big energy businesses of the world. The power they wield is unimaginably large. Is there anything that can be done by regular people to compete with such power? Are there ways to create a revolution in energy that would be as significant a shift in power as what we have seen in the information age?

Certainly, a breakthrough in fusion technology or some other nuclear form of energy production would revolutionize our entire approach. Rather than looking to the sunlight incident on the earth for the energy we need, we could rely on what seems to be built into all the matter around us. The supply of such energy should be much greater than anything we can get from sunlight or even fossil fuels. For that kind of change, we will have to continue to make further technological progress. In the meantime, there are some relatively simple things we can do right now.

This proposal is not a top-down reform of government sponsored energy monopolies. Rather, it is a bottom-up approach–a small step in the right direction, and one which could do much to introduce an element of small-business competition back into the energy sector.

Have you ever wanted to own your own energy company? With a few simple reforms of our regulatory structure, maybe you could.

 


3.1.1 Freeing the Electrical Grid
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As critical as production is for our energy market, distribution is nearly as important. We have seen the political battle that raged over the Keystone Pipeline. Regardless of where you stand on that particular issue, you must recognize there is a lot of money at stake. It turns out, moving energy from where it is produced to where it will be used can be a significant part of the final cost. Those who control the means of distribution may largely control the resource itself.

In our present economy, most energy is transmitted in one of two forms: chemical energy, such as oil or gas, in a tanker or a pipeline, and electrical energy, that flows through a transmission grid of wires. We should deregulate the distribution of electrical energy in much the same way as the telephone system previously mentioned was deregulated in the 1980s. Prior to that time, the government sponsored monopoly, AT&T, owned both the infrastructure for distributing telephonic signals, as well as the organization providing the service and equipment such as telephones, switchboards and the like. Not only did it possess a monopoly in a geographical sense, but it also had an effective monopoly over the entire sector of telephonic communications.

The process of telephone deregulation made a distinction between wired infrastructure and the provision of telecommunication services. After deregulation, the transmission wires in any particular region might still be owned by a single company. And that company would continue to be regulated by government. But now anyone could get into the business of producing telephones or operating telephony networks. If they did not want to install their own wired infrastructure, they could freely use the wired infrastructure owned and managed by the government regulated monopoly.

Today you are likely to get your electrical power from one of three sources: a government owned power company, a cooperative, or a private company regulated as a monopoly by government. In either case, you can most likely only get electricity from one provider, based on who “owns” the territory in your particular area. However, if you want to sign up for telephone service, you can probably pick from any number of service providers even though you may still only have one set of physical telephone wires entering your home.

Similarly, we should separate the business of operating electrical energy distribution grids from the business of generating and selling electricity. We may need to recognize that an electrical grid is much like a road system. Limitations of current methods may make it impractical to have more than one such system in any given physical location. Such a situation would indicate an appropriate role for thoughtfully crafted and properly limited government regulation. Until technology shows us a way to allow two or more separate electrical grids to coexist without making things unduly complicated, unsightly or dangerous, we can be content to have a monopoly in that area and hope our state and local governments will do a good job of regulating it to keep costs reasonable for consumers.

But particularly in light of the technology we have developed recently, there is no reason why multiple power generation and distribution companies cannot coexist on a common grid. In fact, it should be possible to have any number of operators running “virtual grids” on top of the physical grid. We just need computers to measure the energy going into or out of the grid at each location. Then, each of the providers can pay their share of the costs attributable to the transmission infrastructure for the power they are moving through it.

Let’s say you wanted to build a solar array on some spare land you have that is not very good for development or farming. At the time of this writing, you could probably produce electricity for somewhere in the range of $0.05 to $0.08 per kWh depending on how you amortize your capital costs. Most likely, utility costs from your local provider will range from $0.11 to $0.40 per kWh depending on where you live. Some utility companies will already allow you to do “net metering.” This means if you install solar or other renewable energy production on site, you can offset your own energy use with the energy you are producing from the solar panels. When you produce more than you use, the meter will “run backwards” and will give you a credit against costs incurred when you were consuming power.

But there are several things the utilities don’t typically let you do:


	First, if you have net credits left over at the end of a year, you probably lose them.

	You don’t necessarily get a payment for the excess power, unless you are able to set up a separate power purchase agreement with the utility.

	Second, you may not earn as much in credits on the power you are generating as what you pay for the power you are using.

	So your net metering might not be as cost effective as you would hope.

	Finally, you can’t typically aggregate multiple meters or uses. For example, you cannot generate power at one location and use it at another location somewhere else on the grid. If you could somehow consider a whole group of meters in a pool, combining all the net energy uses into a single net bill, and hold credits indefinitely over time, you would, in essence have created your own virtual energy service company or cooperative, overlaying the public electrical grid.



You might search for good places to put solar arrays where it is most economical–perhaps because other types of land use are not as profitable. You could carry out your own marketing campaign to obtain customers who want to purchase your power. Then, by installing computer-networked net meters at each point where power is put in or taken out of the grid, you could perform the necessary accounting to determine how much to bill your customers.

The regulatory structure that manages the grid can determine the service costs you, and every other provider, would pay for using the grid. Obviously, if you are shipping power a great distance to your customers, the price would be proportionately higher. If you can produce power at peak need times, or use it at low need times, you should similarly receive more favorable pricing. But if the infrastructure is priced fairly and equally for all providers, there is no reason why a small business provider could not compete with a larger, more established company.

By owning only the wired infrastructure, the publicly regulated monopoly will have an incentive only to worry about the quality and reliability of the network rather than having the conflict of interest associated with also owning the means of production and selling of power. The service providers will be on their own to buy and sell power at the most competitive rates. Because the owner of the grid is not allowed to be in the business of providing electrical service, that owner will not be tempted to show favoritism toward the large players and small business will be able to compete with big business.

Some have argued that all we need is more legislation to force power companies to buy the extra power generated by renewable generation sources. But this approach is not so friendly to the concept of choice. We should not have to force companies, whether small or large, to buy something they don’t want to buy. We only need to maintain a level playing field, absent of government favoritism, where all providers can have equal access to customers as well as the infrastructure for delivering power to them.

Although such reform would require the cooperation of government in order to put it in place, it does not, and should not, have to be done at a national level. Furthermore, it should not involve further layers of regulatory overhead but rather should be structured as a process of de-regulation. Just make it possible for existing companies to continue managing distribution infrastructure under regulation by the government. Then, require any activities involved in the generation and selling of power to be spun off into a totally separate and private entity. Government could get out of the business of setting prices and otherwise monitoring energy providers. Instead, we could rely more on competitive forces to naturally regulate prices through the process of negative feedback inherent in the laws of economics.

Local and state jurisdictions could establish the necessary legislation, experimenting with the process to refine it and make it run more smoothly. As the process becomes perfected, it could be adopted by other jurisdictions until electrical service companies could vary from the very large, all the way down to a local cottage industry. It might develop much like internet service providers did during the dawn of the Internet and the information age. Eventually the system would reach a healthy equilibrium where electricity prices could be counted on to represent true market levels without the need for artificial regulation by government.

Perhaps one good way to get started is for one or more entrepreneurs to attempt to install a power generation facility on the grid with the intent to sell it to their own customers, also located on the grid. Presumably, this would create a condition where applicable permits would have to be obtained from the government regulated utility operating the grid. If and when such permits are denied, state legislators would need to be educated on the benefits of a free and open electrical grid and encouraged to make the necessary reforms. If the public understands the benefits of enhanced choice in electrical energy providers, they can show the support necessary to convince lawmakers that reforms are needed.

This proposal addresses a small, incremental step we could take right now toward increased freedom of choice and decentralization of our energy distribution economy. But it does not do much to address the huge amount of energy transmitted in chemical forms such as oil and gas. As is the case with nuclear energy production, we may still be waiting a while for technology to provide the means to accomplish similar disruptive, revolutionary changes in the way chemical energy is distributed. But let us next take a brief glimpse into what could be our future if we could approach that subject with a mind toward individual choice and a market free from the monopolistic tendencies of big business and big government.

 



3.1.2 A Future Look at Chemical Energy
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Like electrical power distribution, the distribution of chemical energy is highly regulated by government. The primary reason your car is powered by gasoline or diesel fuel, rather than some other compound, may just be that these forms of energy seemed the easiest and cheapest at the time the automobile was initially developed.

Automobile producers, fuel refineries and filling stations have adapted to using commonly defined standards so we can buy a car from the manufacturer of our choice and still fill up with fuel nearly anywhere in the country. In order to assure this standardization, government regulations have evolved to dictate how it will all be done. They determine not only the formulations of the fuels the car will use, but also that the cars will meet certain emission and safety standards. And like most other government regulations, they make it easier for existing big business to continue earning profits, and harder for new, smaller startups to get into the business.

Initially, the fuel distribution infrastructure focused on gasoline, at least where personal automobiles were concerned. But trucks were better suited for operation on diesel fuel and so fuel stations in common trucking corridors catered to both gasoline and diesel. Due to the laws of supply and demand, diesel fuel initially cost less than gasoline even though it provided some improved economies.

Eventually automobile manufacturers caught on to using diesel powered engines to offer these advantages to their customers. As diesel powered cars became more popular, demand for diesel fuel increased and so more and more fuel stations offered it for sale. Now decades later, a new equilibrium has been reached where diesel is typically more expensive than gasoline and diesel powered automobiles are fairly common.

So are these two fuels the only truly viable options for powering a vehicle?

Recent techological advances have finally made electric cars a reality. Perhaps the most notable example is the Tesla, but more are being introduced.

Other cars have been produced to run on Compressed Natural Gas (CNG). Gasoline engines are easily adaptable to operation on this alternate fuel source.

Unfortunately, these alternative systems have their own technical challenges to overcome.

For example, it requires costly energy and an expensive machine to compress the gas into a tank small enough to fit into a car. And it isn’t always easy to find a filling station that offers CNG. At this writing, the number of stations are a tiny fraction of those offering only gasoline and diesel fuel.

Electric cars can be a challenge because they have limited driving range and they can be relatively slow to recharge. They require massive banks of batteries which can be dangerous, caustic to the environment and very expensive when they wear out and have to be replaced.

The primary challenge surrounding the operation of automobiles on alternative storage methods has to do with a concept called energy density. It describes how much energy you are able to fit into a given space or mass.

For example, the energy your car uses is stored in the gas tank. If you have ever looked under your car, you may know about how big that tank is. It probably fits under the trunk or one of the fenders.

You have an idea about how far you can drive on a tank full of gas. And that gives you an intuitive sense of how potent a form of energy gasoline is.

If you buy a car powered by CNG, you will quickly come to realize that your trunk, or truck bed, may be partially or entirely consumed by the tank required to hold the gas. In other words, you have to use up more space in the vehicle just to store fuel. And in spite of this increased space requirement, you may not be able to travel as many miles than you could in your gasoline or diesel powered car.

If you are brave enough to be an early adopter of an electric car, you will likely appreciate the acceleration and efficiency but you may not be able to travel very far on a single charge. The car may also be quite heavy as a result of its massive battery bank. Furthermore, while you can refill your gasoline or CNG car in just a few minutes, it may take much longer to recharge your electric car. These factors make current electric vehicles less practical for longer journeys.

A brief study of energy densities quickly reveals why we like gasoline so much as a storage mechanism for our cars. And make no mistake, gasoline is not really an energy source–it is really a storage medium, much like a battery. The energy itself came from a fusion reaction happening inside the sun and is stored in the molecular bonds of the hydrocarbons in the fuel.

So whether you drive a conventional car or one powered by alternative means like electricity, the power still has to come from somewhere. And most likely it will come from the energy stored in a fossil fuel, at least for a while until we find a more efficient way to get it directly from the sun as it shines. So you may think your new Tesla isn’t polluting the environment in Los Angeles. But somewhere in Nevada, a coal-fired power plant is still polluting the environment as it generates the electrical energy you are using to recharge your batteries.

Gasoline boasts a density of about 34 MJ/L (Million Joules per liter). A Joule is a measure of energy, just like a Kilowatt-hour, but on a much smaller scale. Diesel fuel is around 38 MJ/L. By comparison, natural gas is only 0.03 MJ/L. When we compress natural gas in order to put it in our vehicles, we can raise it all the way up to about 9 MJ/L. But it takes some energy to do that. And 9 is still a lot less than 34. If we can compress it so much that it becomes a liquid, we can get all the way up to about 22 MJ/L. This is still less than 34, and the pressures are too high to efficiently deal with and can be very dangerous.

For reference, a Zinc-air battery can be found in the range of 6 MJ/L. This is still a lot less than 34. Battery technologies and their associated energy densities are constantly increasing. But it looks, for the moment, like the chemical bonds of gasoline and diesel fuel maintain a difficult standard for alternative technologies to compete with.

But are there other ways of storing chemical energy we have not yet thoroughly explored? This is where we might peek into one possible future alternative: elemental carbon (think of coal, but without any of the impurities) has an energy density near 73 MJ/L! Is it any wonder why we rely so heavily on coal for our energy industry?

While most people probably don’t get that excited about the idea of a coal-powered car, let us consider one powered by pure elemental carbon, or graphite, as it is commonly called. When coal is burned, it often emits a number of noxious fumes including sulphur dioxide which, among other bad things, causes acid rain. Graphite however, emits only one thing when burned: pure carbon dioxide.

Now you’re probably thinking “CO2, that’s bad too, right?” Well, not necessarily.

There is a natural energy cycle associated with CO2. Plants consume water and CO2 in the process of photosynthesis to effectively store the energy of sunlight in molecules composed largely of hydrogen and carbon. They throw off the unneeded oxygen into the atmosphere.

Animals consume the oxygen and the vegetation, producing the energy they need to survive, giving off CO2 as a byproduct. That CO2 is then available for the plants to reuse and the energy cycle repeats over and over.

It’s not really a matter of whether oxygen and CO2 are good or bad, but whether a healthy balance in the energy cycle is achieved. There are plenty of polarized opinions about that question but we will not digress by asserting one here. Rather, just consider the following:

What if we could develop a type of solar collector that would act like a plant? It would collect sunlight and use it to split CO2 molecules. But rather than creating hydrocarbons, it would simply output pure carbon, and pure oxygen.

Whereas, CO2 represents a low-energy state, the separated carbon and oxygen represent a much higher energy state. In other words, when we let them recombine through the process of oxidation, we can get that energy back out. And according to our research on energy densities, we could get double or more of what we are getting out of gasoline for the same amount of storage space!

Regardless of your Faith about whether CO2 is bad or good, this process is carbon neutral because the only CO2 it produces is what it has already removed from the atmosphere.

This technology has already been developed in a few early forms. It is theoretically possible to build large collectors which can separate CO2 out of the air. And it is now possible to use an energy source such as sunlight to split that CO2 into its separate constituents of pure carbon and pure oxygen. As this technology progresses, it may become efficient enough to make solar plants that synthetically produce pure carbon.

An alternate approach to carbon production does not try to mimick the way plants can pull CO2 from the air but rather harnesses it. Our environment is filled with abundant sources of carbon such as garbage and biomass that are currently just left to decompose, releasing their CO2 into the air. Through the process of pyrolysis, much of these waste products can be turned into carbon.

Pyrolysis is a well understood reaction that is often used to produce gas fuels such as hydrogen and carbon monoxide. But so far, the carbon byproduct has mostly been suggested for permanent sequestration or use in certain soil remediation. If pure carbon is rich store of energy, why don’t we use it?

For example, could we make a carbon powered car? First, we would have to develop a motor that produces mechanical power from the kind of energy stored in carbon. The traditional internal combustion engine is well suited to liquid fuels, but it could pose potential difficulties for a fuel that is naturally in a powdered or solid form. Perhaps some technologies already exist that could be adapted to this use. A variant of the steam engine would clearly work but may not be very efficient and you would always have to keep filling it with water.

Some proponents claim the Stirling engine would work at the desired efficiencies. And it has the advantage of not using internal combustion. Sometimes the Stirling engine has been called an “external combustion” engine. All it really requires is heat in order to operate. You can use almost any kind of fuel that will burn and it will begin to produce mechanical power.

An alternate approach is to merge carbon fuel technology with the electric car. In 1896, it was discovered how to convert carbon to electricity in a Direct Carbon Fuel Cell. Such technology would bypass the battery problem altogether, allowing you to enjoy the benefits of an electric car without the limited range and slow charging times.

Imagine if these carbon-generating technologies could be implemented on a small enough scale that itcould become a cottage industry. For example, unproductive parcels of land might hold solar powered, carbon collector plants. Other entrepreneurs might create local pyrolysis plants for processing garbage, yard waste and dead trees. Each of these would produce quality, high-density energy carbon for use in cars and trucks.

You could buy it by the bag or pull your fancy new graphite-powered car up to a dispenser and fill it up much the same way as you might at a gasoline filling station. The fuel that powers our cars could be sold informally and safely–without layers of government regulation. You might see a farmer on a corner selling melons, apples and bags of carbon. Not only would your fuel tank take you farther than it used to, but the supply of fuel would be ubiquitous throughout the economy–easy to find and easy to buy.

And because it can all be produced domestically, we can be free from the exploits of foreign oil cartels–free to choose what we put in our fuel tank, free to live and enjoy the full productivity of our own labors.

 




3.2 Bringing Choices to Education
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Few areas of our public dialog are more hotly debated than the subject of education. Why is that? Why do we fight so much over what will be taught, how it will be funded and where our children will attend?

More importantly, how is it we have relegated this sacred responsibility to the arena of partisan politics? This is not some highway funding project or industrial subsidy. These are our children–our most treasured and precious resource. Are we really thinking clearly when we allow their teaching and mentoring to be determined by a battle between political parties?

Not only is government actively involved in controlling and managing our system of education, but its influence over the process seems to be steadily increasing–particularly when we consider the degree to which the federal government is now involved.

When thinking about the early days of American education, we sometimes imagine a quaint school house in a rural or agricultural setting. We may think of a community organizing together to raise the funds to hire a teacher and then families donating time and resources to erect a one-room school house so their children can receive a basic education. In such humble circumstances, we might expect children of different ages to meet together in a single room where they would be taught in the basics of reading, writing, and arithmetic.

Certainly this archetypical image does not fairly represent all early circumstances throughout the country–particularly in areas of more dense population. And certainly we don’t want to glamorize the past as being better in every way than our present conditions. But there are still some valuable observations we can make by comparing our past to the present.

First, we should be grateful for all the progress that has been made in education. The methods and information available today, even in primary education levels, are incredibly vast compared to what our progenitors enjoyed. Yet still, perhaps a few important values may have been lost through the process of our evolution.

It is clear that over time, the American education system has become more and more centralized. Whereas individual schools and communities used to exercise a much greater degree of control over curricula, staffing and methods, today, much of what is taught in individual schools is mandated from above. With the formation of local school boards, many of the responsibilities previously handled by a teacher or a principal began to become centralized at the district level. In more recent decades, much of the power of the local school boards has increasingly been moved further up to the level of state school boards. Today, state departments of education and their governing boards are setting state-wide curriculum standards, establishing standards for graduation and deciding what type of qualifications are necessary in order to be employed as a teacher in the system.

Not wanting to be left out of power, state legislatures also flex their muscles, passing legislation to control access to funding, determining the powers of state and local school boards and setting other criteria and standards as they may see fit. In recent years we have seen efforts to further consolidate a degree of control at the federal level. Prior to 1980, the US government did not even have a department of education. Yet today, it controls tens of billions of dollars in grants and operating budget to assert control and influence over the way education is conducted throughout the various states.

If we look back into our history, certainly education has often struggled with a variety of challenges. At times we have had undesirable rates of truancy or illiteracy. Certainly the results of a school education will have varied widely from state to state or even from one school to another. The quality of instruction received by an individual student might have been more dependent upon the skill and qualifications of the teacher or administrator he or she ended up with. The education any particular child received might be excellent, poor, or somewhere in between. It might also have been highly dependent upon where the student lived or how affluent that community was.

As we have noted, the natural impulse when trying to solve social problems is often to push responsibility up to higher levels of government. But it is important to ask ourselves whether centralized control has really addressed these problems to our satisfaction? In our inner cities, for example, truancy and illiteracy are often still out of control. While we have many outstanding schools and teachers, we also have some areas that are totally failing to produce the kind of results we expect and hope for. Unfortunately, a lot still depends on where you live. Live in a wealthy neighborhood and you are much more likely to get a better education. Live in a poor area of town and your results are often not as good.

In other words, the ways we manage education have changed significantly. More decisions are now made at higher levels of regulatory power, and fewer options are left for parents, teachers and schools to determine. Fewer schools are helping students to achieve their full potential. Many are not even getting children the basic skills they will need to be employable as adults.

So is there a solution?

Some will tell you we just need to spend more money. If only we raised taxes and committed all the increase to education, perhaps then things would be better. Yet much of the performance data we have available do not show a clear correlation between quality of outcome and money spent. In fact, some data may indicate the opposite: sometimes, the more we spend, the worse off things can become.

Many of our worst performing schools exist in areas where the highest amounts are being spent. And many of our best schools are getting by on much less. Certainly, adequate funding is important to getting what we want out of education. But clearly, it is not the most important thing.

It is also important to consider what actually constitutes a “good education?” What should we really be trying to accomplish? And why? What is the end goal of educating our children and how can we most effectively measure success?

Like almost every other question about values, it depends on who you ask. People are likely to disagree about what should be taught and how we should expect kids to be changed by the process. Perhaps this is the principal reason why education has become so polarized and so politically charged. Different people have the habit of developing their own opinions about practically everything. And education is no exception.

Some people think the purpose of education is to make our kids smarter and more productive than the kids of other nations. They refer to a “competitive global marketplace” and note that kids won’t be able to get jobs unless they are more proficient at math and computers than their foreign counterparts.

Other people argue, the economy is of paramount importance and without well educated workers, we will not be able to grow our national production at a sufficient rate. Some feel the most important thing is for our kids to learn proper skills of socialization and working with other people. Others hope they will advance in team sports such as football or basketball and perhaps even have an opportunity for a professional athletic career.

Some parents might just want their kids to have happy and fulfilling lives and they hope a formal education will enhance their chances for accomplishing that.

The puzzling thing is, in light of the broad array of differing expectations about what education is supposed to accomplish, in large part, we only have one version of the product available. Other than a small supply of relatively expensive private schools, the only real option available to most parents is attendance at the local public school, owned, managed and operated by federal, state, and local governments.

Due to the increasing degree to which the programs available in these schools is decided by the highly partisan political process, we are subject to the limitations of democracy already discussed. A 51% majority gets to decide how things will be done. And the remaining minority just has to go along with it even if they would prefer something entirely different.

Is there some important reason why we couldn’t all just get exactly the education we want? Is that too revolutionary a concept? Do we all really have to do it exactly the same way? We get to choose what we will wear and what we will eat. We get to choose whether to belong to a church and how we will believe and answer big questions. We get to choose where we will live and how we will produce the resources needed to sustain our lives. Primarily due to recent technological progress, we now have an unprecedented range of options to choose from. So why don’t we get to choose what kind of education we can access for our kids?

Admittedly, there could be some rare cases where irresponsible parents might choose something that is not the very best thing for their kids. But that is clearly the exception. Most parents care deeply about their kids and will make every effort to do what they believe is in their best interest.

We don’t relieve all parents of the responsibility for feeding and clothing their own children just because a small minority might abuse that responsibility. So why do we have to create a single, uniform education system and force all kids through it regardless of what individual parents or children might want for themselves?

What if some people want more of a liberal arts education? What if they want something more oriented toward athletics? What if they want to home school? Or what if they prefer a more technical track? What if they want to attend a religious school or a school run by the local community? Can’t we still allow families that much freedom in America? Or do we have to select a single way and make everyone conform to it?

In recent decades there has been a great deal of public discourse about a quality called “diversity.” Diversity describes the concept that people come in a wide range of different varieties. We have hair, eyes and skin of different colors and we come in all different shapes and sizes. But that is just what is on the outside. Inside, we have all kinds of different personalities too. Some of us are analytical, some are artistic. Some are carefree and others are more meticulous. Some of us tend toward compassion and others are more interested in justice and equity.

This variety is what constitutes our diversity. And we often claim: Our diversity is our strength. So it must be a good thing, right?

Well, if diversity is such a good thing, then why do we spend so much time trying to stamp it out? Perhaps we say it is good, but we really don’t believe it. Or maybe we know it is good, but we just enjoy the sense of control that comes from holding everyone to a single, uniform standard. Maybe we like the concept of diversity, but we really don’t understand it well enough to respect it in our everyday practice.

Diversity is clearly a good thing in many ways. For example, groups of people and animals tend to be healthier and more resilient to change when there is a broad genetic diversity in their population. But perhaps it is even more important in the context of free will and the exercise of choice by the individual.

When individual people are allowed the freedom to live according to the dictates of their own conscience and make choices according to the broad range of options before them, the result is just as broad a diversity of achievements. Since it is impossible to get everyone to agree on the purpose of our existence, why then would we think we can all agree on what we should learn, what we should become or what constitutes a good and happy life? True diversity means allowing our individual choices to determine what we will become. It means allowing people to do what they think is best for themselves. And the ultimate value of those choices will be measured by the joy and satisfaction they derive from their own existence and the way in which they are able to pursue their own happiness and fulfillment.

Once we understand the true nature of diversity, we see that the very idea of government regulation is entirely contrary to how diversity works. “Regulation,” or the act of making regular, or the same, is what government does best. Ultimately, government has only the power to enact and enforce laws. It doesn’t produce anything and it doesn’t have compassion or feelings. All it can do is make laws that limit how people can live their lives. And the act of enforcement, or the use of force in ensuring compliance to those laws, is an attempt to compel everyone to live the same way. That is all government can do because that is the extent of its power. So if diversity is our strength, and regulation reduces diversity, then why do we create more and more regulation–particularly in the field of education?

Some will suggest we might enhance diversity through well-crafted legislation. But enacting a law for the purpose of enforcing diversity is a contradiction in terms. Let’s say you like the diversity that results from a student being able to learn about a number of different religions in school. So you pass a law that every student has to learn about the top 10 religions of the world. Now every school in the country has essentially the same program where it comes to the study of religion. Have you just made things more or less diverse?

True diversity in education means some schools might teach about only one religion and others might teach about the top 10. Some schools might not teach about religion at all but instead focus only on a scientific approach. The best way government can truly foster diversity in education is to repeal a number of existing regulations, and resist the urge to create new ones. It can just do less regulating and less enforcing. Then true diversity will happen automatically as a consequence of the nature of mankind and the laws of economics.

This is not to say that education should not be regulated in any way. Of course some types of regulation are necessary and even desirable. But regulation within the context of our partisan political process is rarely a desirable outcome. Much of the necessary regulation can be done entirely outside the context of government. And when government does need to get involved, it is best that it be done at lower, or more local levels where it can be more readily influenced by the input and concerns of parents and families.

 


3.2.1 The Economics of Education
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It is worth exploring the economic forces that have brought us to our present state in the evolution of education. For example, why do we primarily have only one system, administered by government? Is there some good reason we all have to do education the same way? If we would prefer to have more choices and options, what is stopping us from doing that right now?

It is likely the government managed monopoly in education has evolved for much the same reasons monopolies have formed in the energy market, the telecommunications sector, or anywhere else. The money and power associated with the education business are unimaginably enticing. Want to know why things happen the way they do? Follow the money!

Almost everyone seems unhappy with the amount of money spent on political campaigns. We commonly hear the cry: ”we need to get the money out of politics.” Yet, there is really only one way to get the money out of politics: get the money out of government.

Similarly, there is only one way to truly reform education. That is to get the funding out of the hands of politicians and back in the hands of parents and students, where it belongs.

Education is big business, controlling the flow of billions of dollars to a network of privately owned and operated providers from tuition and text books to food services. Ask your legislator which organizations are most actively lobbying government to influence the policies in your state. Chances are, these include a teachers’ union and a large number of businesses trying to get lucrative government contracts in the education sector to provide things such as computers, software, books, and curriculum content.

Perhaps even more enticing than the money to be earned in big education is the political power derived from controlling the flow of information to the next generation of voters. Whoever controls the education of the emerging generation has a great degree of influence over their perceptions and attitudes. It is like a state-owned media for children, but much more effective–and funded by the tax payers.

Imagine if we only had one television news network in the country and it was funded, owned and operated by the federal government. Then, say we passed laws to ensure that all our children were forced to watch at least 6 hours of it each day. The President would have a wide degree of control over, and members of congress could pass laws about what content the news programs would be allowed, or required to cover. Editors in the news room would be employees of the political party in power at the time and might face pressure if they ever approved stories unfriendly to that power.

This is an extreme example, and a gross exaggeration of what actually occurs in our schools. But it does illustrate an important point. We would never want our news to be controlled by our political parties, at least not any more than it already is. And the difference between where we are with education and what this extreme example illustrates is a difference of degree–not of type. The fact is, the more centralized the control over our schools is, and the more government is in charge of that control, the more political the education system will become.

Increasingly, special interests lobby government and curriculum providers to ensure their views and beliefs will be taught in the schools. And whatever is decided by a system of centralized planning, the rest of us will just have to go along with it.

In some ways, the education monopoly is even more dangerous than an energy monopoly. Although difficult, it is possible to minimize the amount of energy you have to purchase from traditional markets. You don’t have to own a car and you don’t have to buy gas or electricity if you really don’t want to. But you do have to send your kids to school. It is the law. And unless you are wealthy enough to afford to pay for a private school, or you have the time and expertise to teach your kids at home, you will be forced to consume a product that is managed from top to bottom by an all-powerful monopoly:


	It effectively forces you to buy its product.

	It decides how much you will pay.

	It decides what will be taught and by what methods.

	It decides how the business will be operated and who it will hire as employees.

	And then it collects the money from you, by force, in order to pay itself.

	If you don’t cooperate with all of this, you pay a fine or go to jail.



The most remarkable thing is, many of us don’t seem to have a problem with it! If any private business even dreamed of running this kind of a monopoly, we would consider it outrageous. But for some strange reason, because it is government, we don’t seem to have the same concerns.

We don’t seem as inclined to question the motives or the methods of a monopoly when it is run by the government. Yet most people have a very low opinion of the way government is run. How do we reconcile those two contradictory positions? Hopefully it is only because we haven’t yet taken the time to think it through. Are you thinking it through now?

At least in the case of roads and electrical infrastructure, there is a logical reason for establishing a government sponsored monopoly. After all, there is typically only room for one set of roads and one set of electrical lines. Perhaps in the past, there were reasons for only having a single school in a community. But in today’s world of rapid and inexpensive transportation, there is really no analogous reason for only a single educational infrastructure.

Furthermore, there are not even very good arguments for why a single system might be best for kids. It would be easy, particularly in more populated areas, to have multiple schools available for people to choose from. With today’s technology, on-line educational options make this kind of choice even more accessible. But for some reason, we just evolved to not do it that way. Instead, we have somehow become convinced that because it is democracy and we all get to vote, it must be OK to force everyone through the same program–whatever the majority decides, must be right.

Interestingly, if we had more strictly applied the principles well understood by the American founders, our society would be much less centralized than we are today. Specifically, the US Constitution clearly prohibits the Federal government from taking on any power or duty except those explicitly delegated to it in the Constitution. This notion implies two very important principles: First, the powers of the Federal government are supposed to be limited. There are only so many things it is intended to do. Secondly, the powers it does enjoy are delegated to it by and from people.

The job of managing an education system is not mentioned anywhere in the Constitution so it should be considered as a duty intended to be retained by the states and the people. And yet we now have a federal department of education. And the federal government is now allowed to collect scarce resources in the form of taxes, and then distribute that money back out only to those states who are willing to go along with whatever regulatory requirements they may wish to establish. The implication is clear: they can take your money and they won’t give it back unless you cooperate. Play ball or you will be punished. That is regulatory force as the federal government does it best.

In the first amendment of the Constitution, the federal government is clearly prohibited from establishing any particular denomination as an official state religion. By that same amendment, the government is also not allowed to restrict the way in which we may choose to exercise our own religion, or our Faith. We have become quite good at objecting when government gets anywhere near helping or supporting religious organizations–at least when they are of the traditional variety. But for some reason, we don’t always apply this notion of separation of church and state when it comes to newer, less traditional Faiths or ways people may choose to think and believe.

Traditional religions have typically consisted of some kind of an organization people can belong to with other members who have similar beliefs about the kind of things we have to accept on faith. Each different Faith organization has a slightly different way of answering the “big questions” like how we came into existence and what, if anything, we should be doing while we are here. There are a variety of religions we consider to be traditional simply because they have been around for a long time. These tend to focus on the notion of a God, a creation and typically include various forms of worship that might occur in a temple, a church, a mosque or a synagogue. Most people agree, government should not be singling one of these out or promoting one above the others.

But what if a new Faith arises–one that believes in a large explosion which happened spontaneously 14 billion years ago with no particular cause or intervention from anyone or anything? What if it declares no truth can exist except that which can be contained and explained within the context of its own chosen formal system of logic, truth-finding and thought? And yet it accepts this very axiom without any such proof, but rather on faith. Is that not as much a religion as any other Faith?

Some people seek to explain their universe in a spiritual way. Some seek to explain it through science. Others may have some entirely different approach. The point is, none of us are yet in a position to prove that our way of thinking or believing is inherently more valid than anyone else’s. Over the centuries, religious thought and beliefs have helped millions of people better explain and understand their own purpose and existence. In many instances, new light and truth has come later and shown that certain previous ways of looking at things may not have been entirely accurate. And yet, they were still valid to the degree they helped people accomplish what was needed.

Isn’t it interesting, this sounds just like science? Science, like religion, is a way to discover truth. Over the centuries, it has produced a great many theories which have helped people to better cope with their world and understand their own existence. In nearly every instance, new light and knowledge has come along later to show that earlier theories were not entirely true. And yet, they were true enough to serve their intended purpose at the time. And as newer, better theories emerged, the discipline continued to be refined.

The point is, we can use neither Faith in science nor Faith in God to rule the other out. Human knowledge in both realms is clearly incomplete. And yet both systems of truth seeking appear to be critical to different people in explaining and understanding the things we experience in our human existence. As we attempt to understand and predict the physical phenomena around us, science is an indispensable tool. And yet when it comes to addressing spiritual dilemmas and answering big questions, millions find success by employing a spiritual tool.

The point is, science-based Faith and traditional god-centered religions are both ways of approximating our understanding of ultimate truth. They are both ways of thinking and believing and they share many things in common, including the requirement to accept certain fundamental axioms purely on faith. Both kinds of Faith continue to progress as our understandings and our ways of thinking and believing continue to evolve. And men and women should not be restrained from freely seeking truth through either method or a combination of both.

Unfortunately, we have not approached education in this way. Rather, there seems to be a notion that truth, as sanctioned by science, is concrete, absolute and reliable. But truth, as sanctioned by a traditional religion, is not to be trusted. As it relates to education, we have extended this notion into the Constitutional principle of keeping government out of the business of establishing religion.

For some reason, we get uncomfortable with the idea of a teacher in a public school teaching a principle of Christianity or Judaism, yet we don’t seem to mind them teaching a principle of quantum physics. It takes just as much faith to believe in an uncaused singularity coming into existence, independent of space and time as it does to believe in an intelligent creator–maybe more. And yet, we apply the concept of separation of church and state to only one class of Faith-based knowledge, rather than considering them all equally. In reality, we may be missing the point.

If we really think government should stay entirely out of matters of Faith, then it clearly has no business establishing requirements for what is taught in school. For a large amount of what should be appropriately taught will, by necessity, involve the latest thinking from a variety of theorists on a variety of subjects. While much of reading, writing, and math may be less than controversial, certainly any time we go beyond that into literature, social sciences, physics, biology and ethics, we are bound to enter the realm of Faith to one degree or another. When this happens, who gets to decide what will be taught? Who can decide what is fact and what is religious theory? Scientists? Politicians? The clergy? If, by law, we exclude one class of human knowledge simply because it has evolved from traditional religious thought, then by default, we end up with an established state religion constituted by the teaching of whatever is left.

More and more often, we see lawsuits arising in one place or another over a religious song being sung by a school choir or a religious icon being displayed on school property. Schools are often not allowed to refer to Christmas, but must instead refer to “the holidays.” We are so concerned about offending one group or another, we begin to ban words and phrases from our text books. Anything not deemed politically correct, according to current notions, must be purged from the language and the curriculum. Who gets to decide what will be purged and what will be kept? And are we really comfortable with the idea of turning these decisions over to the process of partisan politics?

The more consistent approach is not to ban schools from teaching anything that one person or another might deem to be “religion.” Rather, we can better avoid the whole problem by getting government out of the education business in the first place. If government doesn’t run it, then it can’t find itself in a conflict of interest over matters of church and the state. Education is the process by which the current generation teaches the next generation the knowledge accumulated by prior generations. This is sure to be incomplete and it is bound to be theoretical, to one degree or another. And if we are going to teach what we know, this is going to include the ways we have learned to think and believe. This includes our Faith and our culture. And we don’t need the government to sanction or ban one particular version of truth or another. There is plenty of room for the whole diversity of human thought and belief.

Before presenting a particular solution, let us first consider the issue of fairness and equity. It is clear, government often does have a legitimate place in regulating certain core infrastructures such as roads and electrical grids–particularly when no technological solution is available whereby such services can be effectively provided by competing private markets. In like manner, there are aspects of education for which the public has both an interest and an obligation. Government does have a duty to promote the general welfare. By this, we mean to implement programs that benefit everyone equally–not just one favored class over another.

In the case of education, there are a variety of social problems that arise when children do not receive at least a basic education sufficient to prepare them to hold productive roles in society. People who lack basic skills in reading, writing, and math are much less likely to become productive enough to be able to sustain their own lives and the lives of their dependent family members. For this reason, they are more likely to become parasites or predators, either willingly or unwillingly. Crime statistics are dramatically higher among those who lack basic math and literacy skills. So we can likely minimize crimes against innocent people by helping as many children as possible to receive a basic education.

However education, like any other service, is provided by people–not by nature. It is also a scarce, labor-driven resource just like wheat or corn. So we cannot really declare it as a right without consigning one class of our population to become the involuntary servants of the rest. What then do we do?

First, we must remain true to the critical guiding principles of free will and choice. Remember, principles are what remind us to do what is right, even when what is wrong may seem right.

Secondly, we recognize that some things can better be done as a group than as individuals. So we try to find a reasonable compromise between the principles of education for all, and the freedom to choose. Just as in the case of energy production and distribution, let us socialize only that portion of the job that cannot effectively be done any other way. And let us leave the rest to the private market, individual free will, and the natural laws of economics.

Before getting specific, let us make some assertions that most of us should be able to agree on:


	I prefer to have, and exercise my free will, and to choose the direction of my own life.

	I prefer to choose the type and manner of education I, and my minor children will receive.

	I accept that other people also want to choose in this way for themselves and their families.

	I want to live within a civil society where there is a maximum of freedom, peace and security.

	I am willing to contribute reasonably to the maintenance of that civil society.

	Educating children in basic productivity skills will enhance security and promote self sufficiency in our society.

	Not all families can afford to pay what it costs to educate their children.

	State governments have a valid role in funding basic education for families who can not afford it on their own.

	Government is not the only institution able or qualified to provide the service of education.

	Any qualified institution should be eligible to provide publicly funded educational services.

	If we make the management of education less centralized, we can expect to have a more diverse array of options available to choose from.



How many of these points can you agree with? Is there something specific you disagree with? Or are they pretty basic and intuitive? Notice, they are all centered on the principles of free will and choice.

Most importantly, if we could agree on these principles, reform would be pretty easy and nearly all of us could get what we want. Here is how we could start:

The first step is to return to the Constitutional value that federal government has no place in funding or otherwise regulating education. This is consistent with the principle of keeping Congress out of the business of establishing a state sanctioned religion. We don’t need a single, centrally managed way of thinking and believing. It is good to allow a diversity of cultures and Faiths to flourish. If education is the method by which diversity and culture propagate from generation to generation, it is bound to involve the teaching of theories and concepts which rely on a degree of faith.

The method the federal government uses to attempt to manage the direction of education is to tax individual citizens directly and then grant some of that money back to states and school districts on the condition that they comply with federal directives. States must organize together to bring this practice to a halt. If the economy is able to support such taxation, then let it be collected directly by the states and not the federal government. Then, states can structure their own educational systems as they may freely choose, according to their own democratic process, and the prevailing values of their respective populations.

The next step is for parents and communities to organize to petition their state government for further reforms at the state level. We have 50 different states, all trying their best to make education the best it can be. All we need is for one or two states to begin to adopt true reforms. And if the results are good, the methods will naturally begin to spread to other states over time.

In most states, people will likely continue to support the notion of state government taking a strong role in the collection of funding for education–particularly for those who cannot otherwise afford it on their own. But hopefully, a number of states will try breaking up the government monopoly on the parts of the process that involve the actual delivery of educational services to the student. We can allow the funding raised publicly to be used at whatever school the parent chooses for her child, regardless of whether the school is operated by the state, a private company, a church group, or a local community organization. This will encourage a wide diversity of organizations to begin providing educational services for the children of that state.

If this is done, more and more options will begin to become available. Where consumers are expected to choose from among multiple available services, we can expect consumer advocacy groups to begin to rate various schools on how they may perform in providing a quality education to children. As parents begin to access such statistics, they can then decide what kind of educational experience will be best for their individual children. This is the part that causes the most heartburn for central planners. Can we really trust parents to choose?

We should recognize, a parent’s choice may not always be the same as that made in a centralized system of control. But it will be a choice, born out of true love and a desire to do what is best for the child. It will be a choice that fosters diversity. And in the very act of making the choice, parents will gain additional buy-in, commitment and devotion to the process of getting the child effectively prepared for adult life.

Some parents might not make their choice solely on the basis of test scores. They may also look for the availability of extracurricular activities such as athletics, music and arts, foreign language, or computer science. Some parents might choose to school at home using resources they can subscribe to on the Internet. Creative programs such as this might allow some families to travel to locations of historical significance, learning by seeing and feeling to a greater degree than is possible in a more traditional classroom setting. Some may choose to integrate work-place experiences such as internships and other mentoring programs. Some are certain to come up with new and exciting methods we haven’t even dreamed of yet.

In a brave, new world of education, the public role is limited to making sure all parents have the necessary resources to fulfill their responsibility to see that basic skills are taught to their children so they can go on to take care of themselves and their families throughout the course of their lives. Then we trust parents to select the rest of the equation, deciding what additional experiences the child will receive until coming to legal accountability.

At this point, remember, we can now trust young adults to begin to make choices. They can pursue further education, or begin to pursue a life using the skills already attained. In either case, let us be accepting of that path. Let us value the act of choosing as much as we value the outcome itself.

 



3.2.2 Higher Education
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Currently in the United States, attendance in school is mandatory for children ranging in ages from about 6 to 18. These ages vary slightly from one state to another. But whatever schooling is required, it is also funded by state government.

Students wanting to go further with college or technical training may have to find a way to pay their own tuition. However most states, and indeed the federal government, have programs for subsidizing higher education in a variety of ways. At the state level, this has included the establishment of state colleges and universities that receive significant amounts of public funding and typically offer reduced tuition rates to state residents. At the federal level, it may involve grants, as well as access to loans to pay for tuition and other associated expenses.

It seems reasonable to assume, if a basic education for everyone is good for society, then more education must be even better. If it is important to publicly fund grades K through 12, then why shouldn’t we publicly fund higher education as well? Maybe we should.

But as we make this decision, we should also consider what natural feedback systems may already be in place. We should also remember, any concentration of money and power is going to attract a number of parasites. Big politics and big business can always be expected to clamor for whatever public money is available. And they will not always have the best interests of our students in mind.

However we decide, we should emphasize the right and responsibility of individuals to choose their direction and to provide for their own income and maintenance. Hopefully we can support parents and recognize their right to raise their children according to their own beliefs and values. Above all, we should recognize the right of students to seek learning and pursue happiness according to their own hopes and desires.

One natural observation about higher education is similar to the justification for public funding of primary education. We find a strong correlation between education and success in many social organizations. If people are poorly educated, their chances are much higher of ending up reliant on public assistance, or even in prison. Likewise, if someone is financially more successful, there is a good chance he finished high school and may well have obtained a college degree.

These statistics lead to some interesting questions: If every single person in a society graduated from high school and obtained a college degree, then would we all have successful, high paying jobs? And would no one ever be poor or unsuccessful?

This example illustrates the point: Although a college education is correlated with success in society, it is not a guarantee of that success. Simply because education and success are correlated, does not mean their relationship is necessarily causal. In other words, we might assume more education causes people to be more successful. But it might also just be, successful people are more likely to seek out and complete an education.

Regardless of how much schooling people may complete, some are bound to make bad choices and others are just going to end up in less productive jobs. You might say, life is graded “on the curve.” No matter how much education we establish as the mandatory, minimum requirement, people will still vary in their individual intelligence, abilities and effectiveness. If we plot human productivity on a graph, it is likely to look like a bell curve, no matter what educational programs we put in place. Roughly half of the people will be above the average and half will be below it. Those who are above average will typically be able to find higher paying jobs. And the rest may have to settle for something less.

To some degree, we see this phenomenon currently in the United States. Some decades ago, public policy began to shift to strongly encourage as many young people as possible to graduate from college. Government policies made it easier to obtain student loans. Other kinds of public aid such as grants and scholarships also became more available. Since that time, college enrollment has increased steadily.

More and more, we now consider a college education to be just as basic and essential as a high school education might have been considered 50 years ago. But we should ask: has this improved human happiness and contentment? Or have we just normalized around a new average? Said another way, is it possible a college education has just come to mean less than it used to?

There are several natural feedback systems in play here, some of which include the basic law of supply and demand which we know so well from economics. As more and more people enter the job market with a college education, the value of that education, in relative terms, will be reduced. Employers are in need of people who have good skills and training so they can be productive in their jobs and responsibilities. They will always try to hire the best applicants possible. If there are more applicants than there are jobs, companies will simply raise the bar, effectively requiring additional education or experience beyond the college degree.

In today’s job market, we see some graduates coming out of college with previously unimaginable student debt, and few good prospects for employment capable of paying off that debt. This is not only due to the relative devaluation of the college diploma, but other feedback factors as well. As more and more students have sought a college education, the supply of paying customers for colleges has risen. In relative terms, this has shifted the dynamic between customers and providers in a way that has caused the price of a college education to rise dramatically. In an environment where the college diploma is now deemed to be a necessity, if parents and government are willing to pay the bill, we can expect the business of education to raise their prices as much as possible until a new equilibrium is reached.

Today, big education is big business. For some reason we don’t always think of it that way. It is easy to think of oil companies or banks as big, heartless businesses. But big education is in it for the money too, just like any other business. If people are willing to pay more, schools will raise prices as much as they can. It is only when normal negative feedback processes are allowed to function freely that prices will begin to normalize back to sustainable market levels.

Unfortunately, in spite of the soaring price tag, a college education does not always prepare students adequately for even their first entry level job. More often than not, employers have to send new employees to outside training, or conduct expensive in-house programs to train graduates to function at needed productivity levels. Government tacitly acknowledges the same problem by introducing one redundant job training program after another. But many of these programs do not address the basic problem.

Jobs are like any other scarce resource. There are not always enough to provide everything everyone wants. Where companies become successful, they will grow and more jobs will become available. As they do, they will hire the best people they can find for those jobs. So if you want to work for someone else, you may need to work hard to become the best choice for your future employer. Thankfully, in a free economy, not everyone has to just go through a job training program, whether college or otherwise, just to spend a career working for a company somewhere for 40 hours a week.

A job is just something we do to earn money so we can pay for the food, clothing, shelter and entertainment that make us comfortable and happy. There are a variety of ways we can provide for ourselves. Sometimes people forget that they can make their own job. They don’t always have to work for someone else.

Someone might rent or purchase land somewhere and grow food for his basic needs. If he works hard, he might produce enough extra to trade for other things he will need to survive. We can all look around and think of something others need that we can learn to provide. That is how we make ourselves valuable in a free economy.

One might learn how to make jewelry or paintings, or music. Another might create a new invention to help people live more productive and happy lives themselves. Someone might start a landscaping business or build a home and sell it.

If we use our imagination, and are willing to work hard, we can obtain resources, engage in voluntary trade with other people, and then add in our own labors and intelligence. We can trade the resulting product for the value and energy we need to sustain ourselves and our families.

This happens every day. Many people do it successfully without a college degree. And you can do it too!

How many of these principles can you agree with:


	I recognize it takes work to produce the things I need to sustain my life.

	I own myself, but I am not automatically entitled to anyone else’s labors.

	I am responsible to provide for myself and my family.

	I prefer to choose what kind of work I will do to sustain myself during my life.

	This might involve a job working for a business owned by someone else, or I might decide to create my own job.

	Having completed compulsory education, I should consider whether further education is something I want and value.

	If I pursue college, I should do it because I value the learning I hope to obtain–not because I think a diploma will somehow entitle me to employment later on.

	If I know what I want to do for a living, I may want to seek technical training in the specific field I hope to work in.

	Or, I may be able to just get a job with an employer who is willing to train me in my field of interest.

	What I learn in school does not have to define what I am or what I will do for the rest of my life.

	If I find myself in a career I do not enjoy, I can always change course later on.

	There is no reason I can not seek higher education later, once I determine it is needed to pursue my desired path.



The economic bubble surrounding the price of a college education has formed simply because the natural regulating forces of economics have been artificially impaired. The system cannot correct itself until consumers begin to perform their proper function in the process.

Once consumers stop paying for college degrees in worthless subjects, schools will stop offering those subjects. When families refuse to pay tuitions that are outrageous, those tuitions will drop back to affordable levels. Students can drive the reforms by focusing more on living happy and fulfilled lives than on drawing a salary in a corporate job somewhere. They can begin to make decisions on the basis of what is most important to their values and the quality of their lives. They can pay less attention to what politicians might want to have a “good economy” or to “compete with foreign nations.”

Picking your education and picking your vocation is just like a lot of other things in life:


	It is all about making an informed choice.

	Hopefully, you love the freedom to choose, and you enjoy choosing well.

	Hopefully, you will choose a way of providing for yourself that is not a burden to other people, but will add value and quality to their lives as well as your own.

	Hopefully, the education you obtain will prepare you to be productive enough to not only meet your own needs, but also contribute to the needs of people around you.



But first, and foremost, your education is for you and those you love and take care of. It should never be reduced to a mere check-mark or prerequisite to life as an adult. It should not be pursued to satisfy government, corporations, or politicians. You go to school to learn the wisdom of past generations. It is a sacred honor and one we can accept by our own free will, and because it is enriching and enjoyable. It is not something we have to do just so we can become a better cog in someone else’s machine.

 



3.2.3 Free Education
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So far we have discussed education in a rather practical sense. For example, how can we improve quality and choices for people, within the context of current established norms and expectations.

But we could take a much larger step forward if only we could rid ourselves of the shackles of conventional thought and assumptions. Let us try thinking “outside the box” for a moment, and imagine how education might work in a society built on the principles of choice and opportunity for all.

We will start by restating a question many are asking in our current political dialog: “what if education could be free for everyone?” That sounds great, doesn’t it!

After all, we live in a free country. So certain important things should be free, right?

This is where the word “free” can get us into some trouble, because at least in English, it really has more than one meaning. There is “free”, in the sense of not costing anything, or free from cost. And then there is another kind of free, as a bird is free, or a prisoner is set free. This kind of free means free from bondage, or oppression.

Oddly, these two kinds of free-ness are not only very different, but in certain situations, are even mutually exclusive! For example, if you think you should get everything free of cost, you will probably have to oppress some other person to make that happen. And if everyone is to be free from oppression, most things will probably not be available without a cost.

As we have discussed, this stems from the fact that we live in a world of entropy, where people have to work to produce most of the things they need. So in a society free of oppression, no one has a right to a heart transplant, a foot massage, or even a lecture on English literature. All those things require the cooperation of other people to provide. So if one person has a right to get them for free, some other person must be forced to produce them, without compensation.

A true right, an inalienable right, should be the kind of thing you can enjoy without having to infringe on the rights of others. And in our traditional paradigm, education has typically been the kind of thing you have to get from other people.

Education typically means school. And school happens in a classroom, in a building, with a teacher, desks, text books, lectures and so forth. All those things require human effort to produce, so we can’t all have them for free.

But that doesn’t mean education can’t be free–especially if you are thinking about the right kind of “free.” Education can be free of oppression, it can be something freely accessible by all, without force or coercion. But we have to consider a new paradigm, a fresh way of thinking about it.

Information on practically any topic is now available, essentially for free, on the Internet. This is an example of how technology has created a new opportunity for increased choice and a new and better way of doing things.

Sometimes people willingly donate their time and energy to publish helpful information on a variety of topics. Other people have found they can publish useful information and earn money from advertising shown in conjunction with their content. But the information is there. It is easily accessible, And it is growing by the day.

Want to learn how to change your own oil, or even rebuild your engine? Look it up on the Internet! You will probably find a step-by-step tutorial, showing you everything you need to know.

But it doesn’t end there. You can find lessons and tutorials on everything from gardening to brain surgery. A motivated learner could learn practically anything, just by seeking out that knowledge and committing it to memory.

This kind of education is all the right kinds of “free.” It is free of oppression, and nearly free of cost! All you need is a little desire and the ability to get connected and you can access a world of information on any topic that may interest you.

Many people are taking advantage of this wonderful resource to improve themselves and find new opportunities. More and more parents are choosing to educate their children themselves. And adults too can find ways to educate themselves using online advanced educational resources.

But there are still a few barriers to realizing the full potential of free education. As is nearly always the case, those barriers exist mostly in the form of big business and/or big government.

Under the current paradigm, there are certain realities you must face if you want to become qualified in a given field of study:


	You may have to graduate from a school or academy, with a degree in your chosen field.

	Your school may have to be accredited in that specific field.

	Accreditation is typically controlled by professional associations consisting of those who are already enjoying profitable employment in that field.

	Government often supports this monopolistic structure by forcing people to obtain licenses, which may include requirements for a degree from an accredited educational institution.



So if you want to be a doctor, you have to go to one of the medical schools existing doctors have deemed acceptable. In most states, a similar situation exists for lawyers. To one degree or another, we are stuck in a similar line of thinking, whether you want to be a teacher, a scientist, or a hair stylist.

Wouldn’t it be interesting if, rather than caring what school was lucky enough to earn your over-priced tuition, we instead focused on what you have actually learned about the relevant subject? This could easily be accomplished by shifting to a new paradigm–one where knowledge, experience and achievement are the true objectives.


	You would be free to attend a school of your choosing, whether accredited or not.

	You would also be free to obtain your knowledge on your own, at the library, through the Internet, or by practical experience, such as an internship or apprenticeship.

	Professional associations could design and administer their own qualification tests and experience criteria.

	There would be room for multiple standards, each published and administered by a separate competing association.

	Your primary obligation as a practicing professional would be to fully inform your clients as to which standards you have, or have not qualified for.

	You might also be asked how recently you had passed such a qualification.

	Then, the customer could make his own decision about whether he considers you qualified.



As a practical example, imagine you want to seek a kind of medical treatment that is not approved by the American Medical Association or FDA standards. Maybe you are more comfortable with a doctor who qualified under the Chinese Medical Association or the North American Society of Homeopaths. Shouldn’t you be allowed to decide for yourself? What business does the government or the AMA have in limiting your choices?

Maybe you haven’t attended law school, but you have worked as a law clerk and a paralegal for 10 years. In the course of your work and individual study, you have learned enough about the law to pass the bar exam in your state. Shouldn’t that be enough? As long as your customer is fully informed, and free to make his own choice, there is no reason why government should get in the way of the two of you exchanging your labors with each other.

These principles apply to much more than just doctors and lawyers. Any discipline, from engineers to accountants and secretaries, could seek their training by practical and independent means as well. Employers ultimately should not care so much whether or not you paid tuition at a fancy over-priced college. Rather, they should be more interested in how productive you can be in your job.

There are other benefits to this genuinely free approach as well. Say for example, your doctor tells you he attended Harvard Medical School. Sounds good, right?

But what if he graduated 50 years ago and hasn’t had much formal training since? Many new procedures and treatments have come along in that time. If he has gone to the trouble to keep himself current, he may still provide a good service. But if he has not, you may not be getting the best value for your money.

If instead, we focused on what a person knows, and how recently he has submitted himself to independent qualification testing and assessment, we would have a much better idea of how skilled and talented that person is likely to be.

How do we get from where we are, to this new way of thinking? To start, we need to remember the truth about government regulation: regardless of its intent, the result of such regulation is to protect those already entrenched in centers of power and profit from smaller competitors who wish to enter the space. In the end, this is not good for consumers. So we need to resist the urge for ever-increasing government rules and regulations.

Then as consumers, we need to become committed to the principle of authentically free education. Not free, like a free lunch, or a free ride. Rather, free from the bonds of oppressive rules and regulations imposed by oversized government or the monopolies it fosters.

It may take a new generation of young people who figure out they are not being served by the existing “big education” cartel. Maybe they will get tired of submitting to the system, and incurring its oppressive cost and resulting debt. Instead of seeking a college diploma, maybe they will instead seek a higher education, on their own, by studying available on-line courses and lectures.

This group of brave, new pioneers in education may have to fight a little harder for acceptance when applying for traditional employment. But if they are committed, they can do it. They just have to prove, by results and by what they have learned, that they can do the job.

Many self-taught achievers may choose to make their own job, starting their own business so they don’t have to prove anything to a prospective employer. But the point is, you don’t need a diploma to achieve. You need knowledge, information and experience. And you need a passion, a willingness to work for what you want to accomplish.

Once this trend begins to catch on, professional associations can begin to get in gear. They can publish and administer their own tests and evaluations, meant to accurately determine an individual’s skill and talents. Employers will eventually learn to depend on such objective measures, rather than the more subjective ones they use today. Gradually, we can move to a world where what you know matters more than who you know!

Yes, education should be free–authentically free–just as every other pursuit of happiness we may choose. We don’t need government, nor any other powerful monopoly to tell us how or where we may obtain it.

 




3.3 Bringing Choices to Money
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Energy is critical in the development of an economy because it supplies the motive force to advance and improve. Education is key because it determines how our society will evolve with each new generation. But in some ways, money may be an even more important concept since it forms the very lifeblood of civil society. Without money, in one form or another, it is extremely difficult to cooperate with each other in the development of life-sustaining resources. And without cooperation, it is nearly impossible to improve the quality of our lives in the ways we want and need.

As we begin, two famous phrases come to mind:


Money makes the world go around.



and


Money is the root of all Evil.



In the following sections we will attempt to understand why mankind may have coined these two seemingly contradictory phrases about money. We will see that in some ways, both statements can be true. Yet in other ways, either can be false.

Hopefully we will again be able to step outside the box, or think outside our standard set of perceptions about money, and be able to look at things in a new way. By doing so, you will arrive at an enlightening conclusion: in the same way you prefer to choose what grocery store to visit, or where you want to live, it should be possible to also choose what kind of money you will put your trust and confidence in.

But before we get there, it will be helpful to go through one more theoretical exercise. We have already discussed such diverse subjects as history, physics and even feedback theory. These topics have helped in understanding the basic forces of economics and how they influence our society.

Likewise, in order to better understand money, we should know how to speak the language of money: accounting.

Now, before you stop reading, be assured this will not be the version of accounting 101 you may have suffered through in college. Instead, we will look at accounting from a more practical standpoint. How can we use accounting concepts to better understand the way value flows from one party to another in an economy? And how can we use this understanding to better comprehend what money is, what debt is and what kinds of outcomes in an economy should be most desirable for normal people like you and me?

If you are a formally trained accountant, you may not think this is really accounting because we will attempt to explain things in a little more intuitive way than is customary. This method is sometimes helpful to non-accountants because it helps them visualize money and how it is used to transfer value through an economy. This is done by making a comparison to something we are more familiar with, like water flowing out of one cup and into another.

At the same time however, it is important to understand some of the technical jargon accountants and economists use when talking about money and the economy. So we will review some of those terms and what they really mean in a practical sense.

 


3.3.1 The Language of Money

[image: Content Illustration]

To start out, let us introduce two important concepts: the Balance Sheet and the Income Statement, sometimes also called the Profit and Loss statement, or P&L for short. Even if you are not an accountant, you have probably heard these terms from time to time. And depending on how much you have been involved in business or accounting, you may have some idea of what they each mean. But if you are like most people, you may only know they are both financial reports and you may not have a clear understanding of what they are for, why they are two separate reports and what is different or unique about each one.


3.3.1.1 The Balance Sheet

We will start by explaining the balance sheet. And to illustrate, assume we are talking about your balance sheet. This means, it will tell us something about what you own, or how wealthy you are.

Every time we do accounting, we have a set of data that represent a person or a group, such as a business or a family. Often, we call this set of data “your books.” This dates back to a time when a person’s transactions were written in bound books. Today, accounting records are more typically stored digitally on a computer.

So when we talk about your books, you are the entity the books are about. And we can organize the data in your books into something called a balance sheet.

Think of the balance sheet as a list of all the things you possess at any given time. For example, your balance sheet was probably a little different at the end of last year than it is today. If you are gradually accumulating more possessions, it will show a bigger total as time goes forward.

Each time we generate the report, it represents just a single instant in time. So you can have a balance sheet for today or yesterday, or the end of last year. But you don’t typically think of a balance sheet as representing things that have occurred throughout a span of time, such as during a month or year.

As we know, integer numbers come in two styles: positive and negative. Similarly, money and other possessions can be represented in both a positive and negative way. We call these assets and liabilities.

Those words are pretty intuitive to most of us. Assets sound like good things–things we value and want to keep. Liabilities sound like they are not so great and maybe something we want to get rid of. So assets are the things you own that are worth something positive. Examples include cash, food, jewelry, cars, houses and the like.

As it turns out, assets can also include less tangible things such as the promises of others.



For example, if you trade something to someone, and they can’t pay you right away, they might give you an IOU, or a promise to you something later on.

Such a promise is itself an asset. It is something of value you own and can make use of at a future time.

This notion of a promise will be key as we attempt to understand money better. But it also gives us some insight into the other half of our balance sheet, liabilities. A liability is something you possess that has negative value. For example, if you are the one who made the promise, or issued the IOU to someone else, then you possess a part of that promise as well, but for you, it has a negative value. That promise makes the total value of your possessions less, or more negative.

Assets can be either tangible or intangible. Tangible just means a commodity you can touch or hold such as a car, a house, or an article of clothing. A promise is intangible. You can write it down on paper, but the promise itself is not a commodity. It just represents a commodity you hope to obtain at some time in the future.

It is unusual for commodities to have a negative value. So most often if you have liabilities on your balance sheet, these represent promises to give something of value to someone else.

The totality of your possessions, both positive and negative, we call your “net worth.” The word net is in there because to get the total, we have to subtract the liabilities from the assets. This is how you determine what you are really worth, after your debts have been satisfied.

If you have more assets than liabilities, you are said to be “in the black or “solvent”. If you have more liabilities than assets, then you are “in the red” or “bankrupt.”

The balance sheet shows a snapshot of your total financial health at any given point in time. Specify a single date, and you can see a list of all accumulated assets and liabilities, culminating in your total and net worth at that moment.



3.3.1.2 The Income Statement

In contrast, an income statement is not a snapshot at all. Rather, it relates to a period of time such as a year, a month, or a quarter.



We typically have to specify two dates before we can generate an income statement: a beginning date and an ending date. The report then explains how your net worth changed during that period of time.

Did your net worth become more positive or more negative during the period? Did you become wealthier or did you lose some of what you had before?

Another way of looking at it is, the income statement shows how you interacted with other people or companies. That can happen in two ways: Maybe someone on the outside gave you something or you found, developed or created something new you hadn’t had before. This results in your possessions increasing.

Or, perhaps you gave something to someone or you consumed some of the things you had before. This results in your possessions getting smaller. We call these notions “income” and “expenses.” By including both on the income statement, we can see what happened during the specified time period to make you more or less wealthy.

As you would expect, income affects your balance sheet positively and expenses affect it negatively. The difference between the two amounts, we call “net income,” meaning the income, minus the expenses. So as you might imagine, your net worth on the balance sheet will grow or shrink by exactly the amount of net income shown on the income statement over the same period of time.



3.3.1.3 Methods of Accounting

Another thing to understand about accounting, whether on balance sheets or on income statements, is the numbers are always expressed in a single standard unit of money. For example, if you want to show cash on your balance sheet, that is easy–just put down the number of dollars in your bank account. But what if you want to show your house or your car on the same balance sheet? Those too are assets just as is cash. But a house isn’t money, it is a commodity. So how do we write it down as a number?

This might have different answers based on what kind of accounting you are using, but the basic answer is: we must pick a way of measuring value and then use that same unit of measure on all the various assets. For the house and car, we might enter the amount of money originally paid for those assets. This is called “cost accounting.” Then we might also have a way of showing how these assets lose a little bit of value each year as they gradually get old and wear out. The point is, we typically need to represent all assets and liabilities using the same measure of value across all our financial reports.

Each time we exchange value, either with another person, a company, or even within our own balance sheet, it is called a transaction. As a basic example, imagine you buy a drink at the store. For you, this would be an expense. Your balance sheet will get slightly smaller in the process. For the merchant, it is income. So his balance sheet will increase.

You can also perform transactions within your own set of possessions that don’t affect the outside world at all. For example, you might use some cash to pay off one of those liability promises that has been sitting on your balance sheet for several months. In this case, your assets (cash) get smaller or more negative. But at the same instant, your liabilities are also reduced, or made more positive so the result is neutral to you. Your net worth doesn’t change at all.

This notion can seem confusing at first. After all, when you pay off a promise, the money is going out to another person, right? That is correct. But the real expense happened when you made the promise in the first place.

Imagine in June, you buy a can of gas for $20 from your neighbor, but you don’t have the cash to pay him right away. He may well accept your promise to pay later, but still give you the gas right away so you can get your lawn mowed.

In that case, you incurred an expense and he received his income in June. His assets got more positive in the promises category by $20 in June. And your liabilities got more negative in the promises category by $20 in June. That is when the real change happened and will be recorded on your June income statements.

Later on, say in September, when you finally come up the cash, the only transactions will be internal to your two balance sheets. Your cash will decrease, but so will your debts. His cash will increase but his promises for future cash will decrease. Neither of you get richer or poorer in September.

This is the basis of accrual accounting. Changes, or activity that shows up on the income statement is recorded when commitments are made–not necessarily when cash changes hands. In reality, some entities use accrual accounting and others do not. For our purposes, it is helpful to understand this accrual method and how it works.



3.3.1.4 Accounts

As different transactions occur, they are tracked in individual compartments or cells we call accounts. For example, on the balance sheet, you would have some asset accounts and some liability accounts. Furthermore, you might have a separate account for each different kind of asset.

For example, the cash in your wallet might have its own account. There would be a separate account for the money you access at a bank when you write a check. And the cash you keep in savings at the same bank would also have its own separate account.

Where you own promises from other people, you might have a separate account for each different person who owes you something. An account just provides a total of all transactions, positive or negative that have affected that particular category. On the balance sheet, we compute the total of all past transactions. On the income statement, we only consider transactions between specified start and end dates.



3.3.1.5 Debits and Credits

Now let us talk about some accounting jargon that confuses a lot of people: debits and credits. Don’t be scared–they are just pluses and minuses. But maybe not in the way you think.

If you are not an accountant, chances are your total experience with debits and credits has come from your relationship with your bank.



If so, you know a debit is a bad, or negative thing and a credit is a good, or positive thing–but you have it exactly backwards!

In the real language of accounting, a debit is positive and a credit is negative. Sometimes this drives people crazy when getting started in accounting. Is there an evil conspiracy among the banks to misinform us all? Perhaps, but not on this issue.

It is this simple: when the bank is talking about debits and credits, they are talking about your account on their books–not your books. When dealing with that account, what is an asset for you is a liability for the bank. What is income to you is an expense to them. This is why everything seems backwards.

When the bank debits your account, it means things are getting more positive, or better from their perspective. And that is bad, or negative for you. When they credit your account, things are getting more negative on their end, but that is good for you.

So that’s it. When you are working on your own books, debits are positive and credits are negative. Now you’re over it. Just memorize this important fact, accept it, and go on. Don’t let it frustrate you.



3.3.1.6 Balancing

Now let’s see how transactions work between accounts using debits and credits.



This figure shows two accounts pictured as containers and an arrow moving between them. The containers hold value just as you might fill a tank with water or air.

We might measure that value in dollars or pesos just as you might measure water in units of quarts or liters. It doesn’t matter what the measurement unit is–that doesn’t change how much water is in the container.

The arrow represents a transaction, or a flow of value. Imagine connecting a small tube between the two containers and squeezing the one on top so a little water runs through the tube into the one on the bottom. A transaction always has two ends, one giving and one receiving. No water is lost.

As the water moves, it will make things smaller, or more negative on the tail end of the arrow. And by the exact same amount, it will make things larger, or more positive on the head end of the arrow. It always has two parts, a credit and a debit and they are always equal and opposite so the net effect is zero.

Accountants call this being “balanced” and it is this basis for what is called “dual entry accounting.” The idea is to record each transaction in two different places independently, the credit side and the debit side. Then, later when you add up all the transactions, they should be equal to zero. If they are not, you know you have made a mistake somewhere and hopefully you can go back and find it.



3.3.1.7 Putting it Together

Now we are ready to put the pieces all together into a neat little graph so you can visualize things as we talk about them. There are 5 different basic account types. You have already learned 4 of them without really trying:


	Asset

	Liability

	Income

	Expense



The 5th one is called Equity and we’ll explain that one a little later.

Here you can see yourself, the “you” entity as the box in the center.



This represents your wealth, divided into two parts: assets and liabilities. Within each area, you may have any number of accounts to track different kinds of things like cash, food, cars and promises.

But we have also added some other boxes to represent everyone else in the world. We need these because, as we said, every transaction has two ends, a debit and a credit. But when you deal with the outside world, some of those arrows come from, or go to other people or businesses. So we will include them on our model, but they are not you–they are something outside of you.

The box on the left is used for income transactions and the box on the right is used for expense transactions. They really are part of the same box because they both represent everyone else. But we have stretched it out into a left and right side just so the arrows can always be shown moving from left to right. That is not too important–it just helps us separate things into the two different account types of income and expenses.

Finally, there is our 5th account type, Equity.



This represents your owner. Hopefully, you are not a slave so you don’t have an owner, other than yourself. But accounting is often used to represent a business. And in that case, it does have one or more owners and those owners would have their own separate books and balance sheets. So in our model, we will also show this as part of the “outside world.”

If you are just talking about your own books, rather than a business you own, you won’t use the equity section much. But that’s all right. One simple way to understand it is, equity represents the “other half” of the transactions resulting in the net worth we discussed as showing up on your balance sheet. And its total should always be exactly equal to your net worth, or assets minus liabilities.

A more formal explanation is, there are two kinds of claims against an entity’s assets: Debt and Equity. The debts are the top priority and represent those the entity owes money to. Once all the debts have been paid off, the remaining value is what the owners have left over for themselves.

When printing out a balance sheet, the equity section is nearly always shown after the assets and liabilities. Often there is a line showing the sum of liabilities and equity so you can make sure it is in balance with the assets.

Now think back to that can of gas we talked about previously. In June when you bought it, we can draw an arrow going from your liability promises, over to your your neighbor Bob.



The arrow goes from left to right to show a credit, making things more negative for you, and a debit on the arrow head, making things more positive for Bob. Later on, in September when you actually give Bob the money, we will add a second arrow moving from your cash, where the credit makes your cash more negative, down to your liabilities where it makes your promise to Bob more positive with a debit.

Since the debit to the promise is a positive $20 which is equal and opposite of the $20 credit we put in back in June, this completely extinguishes your promise to Bob. The account becomes zero, and you no longer owe anything to Bob. It turns out this notion of extinguishing debt will be important later on as we talk about how money is created and destroyed.

Now just to complete the picture, let’s assume you had some extra gas left over, so you used it in September to also mow the lawn of your other neighbor, Carol.



Carol was so grateful, she gave you $30 for your trouble. But she didn’t have any cash at the time, so she gave you a check. If you deposited that check into your checking account, we could draw the arrow on the left side going from Carol over to your checking account in your asset section. The credit for Carol made her net worth a little more negative and the debit end made your net worth a little more positive.

Normally, we don’t model other people’s balance sheets–just our own. So on your own books, you wouldn’t show a credit coming from Carol’s checking account.



Instead, you would just credit an Income account such as Miscellaneous Jobs, for example. Likewise, you would show the debit end of the transaction with Bob as an Expense account like Household Supplies.

If you’ve been paying attention, something might be bothering you. Things on the income box are getting more negative because of credits and things on the expense side are getting more positive because of debits. That seems backwards since income seems like a positive kind of thing and expenses seem like a negative kind of thing.

Don’t panic. Just remember, in dual entry accounting, we are trying to keep track of both ends of every transaction. The Income and Expense boxes are not meant to model what is happening to you–they represent what is happening to other people you are dealing with. The opposite ends of the arrows are what affect you, or your balance sheet. So you can expect the signs to be backwards on income and expenses.

Finally, we get to how the income statement is generated. For a given time period, just consider all the transactions that have entered as income or exited as expenses. Then, reverse the signs so we can see the effect those transactions had on you, as opposed to the outside world. The difference between the income and expense will tell us the net, or total effect it had on you and your balance sheet.

If we were just showing your income statement for the two example transactions we discussed, it would show income of $30, and expenses of $20, for a net income, or profit of $10 in your brand new landscaping business! As you might expect, if we had printed out a balance sheet in May, and then another one in October, the later one would be larger by exactly the $10 of net income you earned. So as we intended, the income statement has shown the changes to the balance sheet for a specified period of time.

For our purposes, we don’t really need to deal much with Equity transactions. Maybe it is enough to point out, if we were modeling a business instead of an individual, the owners might be making initial contributions to the business in order to get it started. In this case, arrows would be shown moving from equity to the business’ assets, such as cash or equipment.

Later on when the business was successful, it might be in a position to make distributions back to its owners. Different from wages or dividends, distributions are simply a way of moving extra cash back out to the rightful owners of the business and are neither an expense to the business, nor necessarily income to the owners. Rather it is just a way for owners to move their assets around within their own individual balance sheet from one asset to another. So these distributions would be modeled by arrows moving from the company’s cash assets back out to the Equity box.

That is your basic accounting lesson. Hopefully, it wasn’t too painful. At least now you are better equipped to make sense of that next balance sheet you come across. More importantly, you are in a better position to make choices about how you want to use commodities, debt and money. And hopefully, it will be much easier to understand what money really is and how it works in our economy.

 




3.3.2 Understanding Money
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The information age has had a truly revolutionary effect on many aspects of our world. Perhaps most significantly, it has changed the way we communicate and interact with each other. Rapid, high speed, computerized interactions now afford us new opportunities to improve the way we organize ourselves in a civil society.

Certainly a revolution in energy production and distribution would have a profound effect on the world. And we understand how education is pivotal to the beliefs and perceptions of the rising generation. But perhaps there is even a more basic and fundamental stratum of the economy where revolutionary change is needed. This is the level where value is exchanged by individuals and corporations as they cooperate in the production of the goods and services we need to support and sustain ourselves. The medium of that exchange is money.

Hopefully we have discussed enough foundational topics to now explain what money actually is and how it often gets used to:


	Foster our individual pursuits toward happiness and fulfillment, or to

	Bind people down into obligations of servitude.



As it turns out, most of us don’t really understand money very well. Isn’t it interesting, we handle and use it every day, we plan our lives around it and we often choose our life’s work because of it. We budget it, we save it and we love to spend it. Sometimes we dream about getting more of it. Yet very few of us stop to figure out what it really is at its essence.

For example, if someone asks you: “how do you make money?” You might say something like “get a job” or “start a business.” True, we call that “making money” but is it really?

Or is that more about getting someone else to give you some of their money? When you get a job, is new money created (made)? Or do you just receive some of a fixed pool of already existing money?

When you start a successful business, are you making money? Does this imply money is somehow being created out of nothing? Or do you have to take the money away from someone else in order to get some for yourself?

Different people understand this concept very differently. In fact, the way we understand these questions may go deep to the root of which political faction you associate yourself with. You might view the economy as a zero-sum game, or a fixed size “pie.” In order for there to be a winner, there has to be a loser. If I get more pie, you get less.

Or you might think enterprise somehow grows the size of the pie so there is potentially more for everyone. Much of this may form a part of your Faith. Surely it affects the way you think about, and relate to other people in the economy.

In order to start answering these questions, let us do some experiments. Since we are not together in a laboratory, we will instead do the kind of experiments Einstein liked to do–thought experiments. To do one, we just make up a very simple scenario that is easy to understand and then use our intuition to determine what the results will likely be. Sometimes, we may exaggerate using extreme cases to be able to imagine the results more clearly.

Although such thought experiments are not likely to give us results as numbers or data like an accounting spreadsheet or a computer program might, still they do give us some kind of intuitive sense of how things work–particularly at the margins, or extremes. This makes it easier for us to imagine what is happening under normal, or less extreme conditions.

To get started, let us consider the difference between money and prosperity. Is there a difference? Previously we discussed how mankind has a number of inherent needs. Basic needs include food, water and shelter. Additionally, most people feel a desire for companionship and a sense of purpose, self-worth, or accomplishment.

For our discussion, let us define “prosperity” and “wealth,” which terms we may use more or less interchangeably, to mean people have most of the commodities necessary to satisfy their wants and needs. This might include an ongoing supply of food, a place to live in reasonable comfort, and a variety of possessions to use in work and leisure.

In contrast, the term “money” will apply strictly to cash and its direct equivalents. It is the stuff we usually give in exchange for the commodities we buy. And we usually receive it when we sell a possession or some of our labor, or time. It is an abstract representation of the value we place on these commodities. But we should not confuse it with the commodities themselves.

Later, we will go into more detail about different kinds of money. But for now, just think of dollars, euros, pesos, gold or silver coins and the like. Also, imagine whatever you think is in your bank account, whether you believe it is the same or not.

So if we say you are “rich,” we mean you have plenty of money. If we say you are “prosperous,” this means you have most of the other things you need in life to be happy.

So our first thought experiment goes like this: Imagine 5 people have found themselves on an isolated island in the middle of the ocean and have no contact, nor hope of contact, with any other people or civilization. As in the story of Adam and Eve, these 5 islanders have to work by the sweat of their face to obtain clean water and life-sustaining food. And they have to similarly do work to construct and maintain their shelters, clothing and so forth.

Now imagine, on the starting day of our experiment, we produce a balance sheet for each person. Remember, this will include any assets or liabilities owned by the person. In doing this, we find each person has claimed an equal share of some gold they jointly discovered in an abandoned pirate chest, but no one has yet produced any food, shelter or other necessities. Each person has a total of 1000 one-ounce gold coins which, in the outside world, could be worth well over a million dollars.

Now, use your intuition to answer the question: within the context of the island “economy,” are our 5 islanders rich or poor? Are they prosperous, or destitute?

Certainly in light of meeting their present and most urgent needs, they are destitute. While some may satisfy certain desires for a time by running their fingers through their newly found gold, before very long, they are bound to become hungry, thirsty and tired. At that point, they are going to need to do some things to make themselves more comfortable, and ultimately, to survive.

This is when the laws of economics begins to affect the ways they will relate to each other. We need to ask ourselves whether being rich is of any particular value at this point. And isn’t it interesting, the word “value” comes to mind very naturally as we try to evaluate the usefulness of the gold.

Many of us have visited tropical islands, so you might have already imagined there are lots of bananas, mangoes and other good things growing all around. Perhaps every little while a wild boar may saunter past which could easily be grabbed and roasted over an open fire. But then our island would be too much like the Garden of Eden to suit the purposes of this thought experiment.

To make it more interesting, let us say, while there is a reasonable amount of useful plant and animal life around, it is hard enough to come by that it takes a significant amount of work to find and procure it. On average, it may take someone 4 or 5 hours of hard work just to collect enough food to feed themselves for one day. If our islanders want to eat, their gold is not going to do them much good right now. Someone is going to have to get to work, and quickly.

Now imagine only one of our castaways has really figured out what needs to be done in order to survive. While the others were still enamored with their gold, he went into the jungle and worked from dawn to dusk. For 16 hours, he gathered food and water and ate while he worked. Because of the economies of his work being accomplished all in one long, concentrated stretch, he was able to be a little more efficient. In addition to feeding himself all day, he was able to gather enough extra food to feed all 4 of the other people for a day or two. He also learned a fair amount about where to find the various kinds of trees and he remembered where he had already stripped off what fruit was most easily found.

As he showed up back in camp with all the food, let’s say he was willing to sell some of that food for the right amount of gold. How would the price of the food be established and just how “expensive” might it be?

Although it is difficult to predict exactly how much our islander might charge, we can guess that in terms of outside-world dollar pricing, it could get pretty expensive. In this isolated economy, it might not seem unreasonable to ask for 1 gold coin each from his customers. In terms of the outside world, that would be over $1000 just for one day’s food. But even so, hungry people probably wouldn’t mind giving up only one of their 1000 coins for a good meal. After all, they would still have a lot more left over. And eating a good meal before bed time would probably seem very important in their current state of affairs.

For a more extreme example, imagine several days had gone by and everyone was desperately hungry, nearing starvation. There was no more naturally occurring food to be found. But fortuitously, one islander just managed to find an old cache of army rations in a nearby shipwreck. If he wanted to trade the food for gold, what is the most he could charge?

You can easily imagine that facing starvation, the others would be willing to give up all their gold if it meant getting the food they needed to survive. But is it really possible one case of food could be worth $5,000,000 in gold?

You can see how our experiment is helping us understand the economic laws of supply and demand. In a very real way, the value of the food is highly dependent upon how much of it there is to go around. It has its own intrinsic value that has everything to do with how hungry people are (the demand) and how hard it is to come up with more food (the supply).

The value of the food has less to do with how much gold there is around to be traded. And it has virtually nothing to do with what a dollar is or what it can buy somewhere else in the world. So our first observation might be: commodities like food, clothing and other things we need or want in order to make us more comfortable, have intrinsic value. And that value is related to how plentiful or scarce they are, and how much people want or need them.

The next concept we should learn from this experiment is: the food itself was not the only thing changing value. The gold itself is also a commodity. And its intrinsic value can also change based on supply and demand.

To understand this better, it might help to “step outside” of how we measure value. If we are measuring the value of the food in terms of gold coins, then only the food changes value. But the truth is, the food would be valuable even if there were no gold at all on the island. How would the islanders measure its value then?

Perhaps they could measure it in terms of the number of days it would keep a person alive. For example, a particular container might be worth 10 man-days, keeping one person alive for 10 days, or 10 people alive for 1 day. In this example, the value of the food would be pretty constant. But if we were measuring the value of gold in terms of man-days of food, its value could fluctuate dramatically.

On the first day, the gold would probably be at its highest value, whatever that might be. But as people learned to value food more than gold, the gold would get less and less important to them. Ultimately when someone discovered the much needed crate of food, he could easily obtain all the gold in trade if he wanted it.

In a very real sense, the gold would be worth exactly the same amount as the food because it could be exchanged for the food. The gold, or money, would have derived its value from the food because the food is what was really wanted and needed most.

This is a critical concept to grasp in economics because sometimes, we make the mistake of thinking, if only there were more money around, everyone would be more prosperous. Some might think certain mean people in charge somewhere, who could just make more money if they wanted to, instead limit the amount of money so the rest of us can’t get enough.

But the value of our economy should not be measured by how much money we have, but rather by the wealth of commodities we have available to satisfy our wants and needs. Money is merely a temporary placeholder–a proxy for commodities which are the real things of value. The money, or the medium of exchange will derive its value from the value of the commodities it represents.

And so the value attributable to each unit of money, such as a dollar, will be a function of how many dollars there are available to trade, in comparison to the amount of commodities available to buy. This is the basic mechanism behind inflation and deflation. As more money comes into circulation compared to actual prosperity, the value of each dollar will tend to decrease. As less money becomes available, the value of each dollar increases.

So does that really happen? Is there sometimes more money and other times less? If so, how does new money come into existence? And can existing money somehow disappear from an economy?

In our island example, the gold coins are not likely to disappear unless they are lost or destroyed. And new gold is not likely to appear unless they happen to find another treasure chest or discover how to mine more gold from the earth.

But in modern economies, most money is not of the same kind as gold or silver coins–something we might call “commodity money.” Rather, most of our modern money is something we will call “credit money.”

This kind of money can easily be created and destroyed. So the amount in circulation can, and does, change from day to day and month to month.

 


3.3.2.1 The Evolution of Money
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In order to better understand the different kinds of money, it is important to understand how money has evolved over the centuries of human history. Search the Internet and you can find any number of interesting articles or videos discussing this topic in more detail. Many share a common theme which goes something like this:

In the “earliest days” of human development, individuals and family groups were on their own to provide for their own survival. This included the acquisition of food, water, shelter and clothing. Gradually people discovered they could be more efficient by specializing in a certain field of work. It was just too difficult to make your own clothes, grow your own food and build your own house.

Instead, if each person could focus on producing a single commodity, they could produce much more–enough for themselves and others, and at a much more efficient rate. But in order to do this, they had to have a reliable way to exchange these goods and services with other people who were also specializing in other complementary areas.

One person might grow grain, another could make clothing or shoes, and someone else might make tools of iron. By cooperating and trading their services in this way, each could be more prosperous than if they had to do every task completely on their own.

Initially people attempted to measure the value of their individual commodity in terms of the other commodities they were commonly trading for. In some cases, this might mean figuring out how many bushels of corn would constitute a fair price for a pair of shoes, for example. This process of trading commodities, called barter and exchange, formed the basis of early cooperative societies.

But as the narrative goes, direct exchange posed some problems. Most notably, if you had shoes but you needed apples, you had to find someone who had apples and needed shoes. Otherwise, you had nothing of value to offer for what you needed.

So people eventually figured out there were certain commodities virtually everyone needed. For example, wheat might have value to all people. If everyone eats bread, it would follow that everyone is going to need wheat. So if the shoemaker realized he could ask for wheat in exchange for his shoes, he could then go find someone with apples for sale and, chances are, he could use his excess wheat to make the necessary bargain.

In this case, the wheat would become a type of “commodity money.” The commodity could be consumed for making food, meaning it would be used according to its intrinsic value. Or, the commodity could be used as a standardized way of trading for other useful commodities. This is a clear example of one of the primary purposes of having money–to use it as a medium of exchange.

When one particular commodity becomes widely used and accepted as the standard money, it is normal to assume that “prices,” or the way in which value is measured, would be expressed in terms of that commodity–For example, bushels of wheat. People might become accustomed to the idea that a pair of shoes is “worth” two bushels of wheat. And you can be sure that over time, the “prices” of each item will give a pretty clear indication of how much work goes into the production of each different commodity.

If a pair of shoes is worth two bushels of wheat, it will probably take about the same amount of work to produce the shoes as it does to produce the two bushels of wheat. This example demonstrates one of the other primary purposes of money–to serve as a standard for the measurement of the value, or price, of things.

In the example of the island micro-economy, we used gold coins to serve as our “money.” Just like wheat, gold too is a kind of commodity money. Gold has certain appeals and uses based on its unique character and properties. So it does have its own intrinsic value. But since it is rare and people seem to really like it, it has also been a very successful form of commodity money as far back in history as we can find records. Other commodities such as wheat, oil, tobacco and salt have also been used in various times and places. But gold and its sister, silver have likely been the most prevalent and reliable forms of commodity money for as long as people have been exchanging value.

As the story of money’s evolution progresses, we can next imagine people getting tired of hauling gold around with them everywhere just so they could carry on trade. It was heavy and some people might steal it from you if they could. So instead, people began to deposit their gold with an expert in the matter, the goldsmith. The goldsmith was believed to be much better prepared for storing gold and keeping it safe. So people would just leave their gold with him and pay a small fee for his trouble.

In return, the goldsmith would issue certificates back to the owners of the gold so it could be reliably redeemed at a later date. Now, instead of trading with actual gold, people could begin to exchange these gold certificates with one another. Everyone knew the certificates were as good as gold, so they eventually became just as valuable. This helps us understand the evolution of paper money.

This new system of paper money was good for commerce because it made trade so much easier. But it was not without its own set of problems. Soon, the goldsmiths realized people were starting to leave their gold on deposit for longer and longer periods of time. Since the paper money had become so much more efficient, people eventually didn’t want to bother with the actual gold at all.

Once gold certificates went into circulation, they often just stayed there. And the gold itself just ended up sitting idle in the goldsmith’s vault. So certain unethical goldsmiths started to figure out how to cheat.

This could be done in two ways:


	They could borrow or even steal a little of the gold, knowing it was unlikely everyone would come back to claim their gold;

	Or, just as bad, they could create extra certificates for themselves over and above the gold actually in the vault. They could then spend those phony certificates in order to buy what they wanted and needed.



The unethical goldsmiths quickly became both very rich and very prosperous. They discovered they could effortlessly manufacture paper money out of nothing while everyone else had to come by it the hard (and honest) way.

In addition to simply spending this extra money, the goldsmiths could also lend it out to people in exchange for a future interest charge–a fee assessed for using the borrowed money. Perhaps this was even easier to justify since the loans would presumably be paid back eventually. And when they were, the number of outstanding gold certificates would no longer outweigh the actual gold in the vault. No one would be the wiser, yet the goldsmith could benefit from the interest he had earned in the meantime.

But, like a lot of things that seem too good to be true, this one was too. Eventually, the public caught on. The goldsmiths were charging a storage fee for gold and also earning interest on loans made against those same gold deposits. In order to keep people depositing, the goldsmiths were eventually forced to start sharing these returns with their depositors. And this is the explanation for the interest bearing deposit accounts we enjoy in banking today.

The evolution next continues into our modern system of central banks and fractional reserve banking. It goes something like this:

The goldsmiths gradually morphed into banks. As they did, people worried about the potential pitfalls of issuing more certificates than the bank actually held in gold deposits. Even in cases where the extra certificates were only lent out, ultimately to return, still there were too many certificates to match up with the physical gold on deposit. If all depositors did happen to show up at the same time to redeem their gold, the bank would go out of business. When they did, the remaining certificates would be worthless and the people holding them would be irreparably harmed, having lost all their money.

Even though most people preferred to leave physical gold on deposit indefinitely, they would not want to keep it in a potentially insolvent bank. So sometimes just a rumor about a bank having problems would spread, people would panic and rush in to collect their gold. This type of “run on the bank” could quickly drain a bank of all its reserves and force it out of business.

With each occurrence of a bank failure or monetary panic, pressure mounted upon government to do more to regulate the banking industry. Everyone with even a little common sense could understand, the problem with bank insolvency stemmed from attempting to lend out more money than a bank had on deposit. But instead of banning the practice, government regulators instead institutionalized it. And thus our modern system of “fractional reserve banking” was born.

Today, this practice is not only allowed, but is standard in virtually every country throughout the world. In essence it means banks can lend more money than they have. Said another way, the equity, or net value owned by the bank represents only a fraction of the total money created by the bank.

If you are paying close attention, you noticed the wording: “money created by the bank.” This is our first clue into the question of how money is created. Yes, money is created by the lending activity of banks–not just by the government.

This may be different from what you thought you knew. But remember, the certificates issued by the goldsmith were created by him and they were the first paper money. So he was literally creating money. Was he creating it out of nothing? Not at first.

Those gold certificates served as vouchers, or claim receipts for real gold kept on deposit by the goldsmith. They were created out of gold–not out of nothing. We showed earlier how money derives its value from the commodities existing in the economy. This is a great example of how that happens. In an instant, a certain amount of gold disappears from circulation and in its place, some money appears which carries the very same value.

In this example, money is being created out of gold. What is more, if a customer of the bank shows up to reclaim his gold, he will have to relinquish his money in order to get it. In this case, the money is destroyed–but not the value. The money will disappear from the economy and the gold will reappear back in circulation.

But once the goldsmiths began to print phony gold certificates, that was a completely different scenario. Since they were made in excess of the actual gold deposits, there was no commodity anywhere to back up their value. The public had no way of knowing which certificates were real and which are not, so all certificates were considered equally valuable in the market, regardless of whether they were real or phony.

In one sense, all certificates issued by that goldsmith were real–even the phony ones. But with the issuance of each of the new, unbacked certificates, all prior certificates became just a little bit more phony. In other words, all the certificates lost a little bit of their value all at once.

This feels a lot like the laws of supply and demand: when the paper money becomes more plentiful than it should naturally be, its value begins to drop. No one has to regulate this–it just happens automatically. If there is more money around, people spend it just a little more carelessly and so it loses a little of its value. This is one cause of inflation: when money becomes more plentiful than the commodities that back it.

Unfortunately in the example of gold backed money, if people start to “run” the goldsmith to get their deposits back, they don’t get a discounted amount of gold back. Rather, those who get there first get all their gold. Then when the gold runs out, the unfortunate late-comers get nothing.

As government developed banking regulations, certain aspects of the fractional reserve practice were allowed and others were prohibited. For example, it would not be allowed to just invent money out of nothing and spend it for their own internal purposes. However, the idea of lending money not backed by actual deposits would continue and in fact, be embraced.

The primary restriction on this practice would be to limit the amount of loans to a multiple of the reserves maintained on hand by the bank. For example, if the bank had $10,000 of deposits, it might be allowed to write loans in the amount of $100,000, or 10 times its deposits. So to emphasize the key point: the bank’s deposits themselves would not be lent out to customers. Rather, the deposits would simply be used to calculate how much in new loans the bank could write. And as those new loans are made, new money would literally be created as a result of the loan.

Here’s an example. For purposes of simplicity, assume “the bank” represents the banking system, or in other words, your bank, and any other banks it might borrow from, up to and including the Federal Reserve.

It works like this: A customer comes to the bank to borrow money. As security, he will typically have to allow the bank to place a lien on his house or car. This means if he fails to repay the loan, the bank will have the right to repossess that asset. Next, the bank will give the customer a receipt, or statement, showing the loan proceeds now on deposit with the bank. Think of this deposit as a promise or an IOU payable by the bank to whomever is in possession of it.

In common financial parlance, we call this a “note” and it is the newly created money we are talking about. At the same time, the borrower gives a promise or note pledging to repay the bank the same amount of money in the future. The borrower’s note is payable over time and he has to pay interest back, in addition to the principal he borrowed. But the bank’s note is what we see emerge from the transaction as normal money. And it can be redeemed at any time by any one who holds it.

Once the new money is in the borrower’s deposit account, he can begin to spend it. This is typically done by way of a check or its equivalent. The check can be made out in any amount and the intended recipient can present it at the bank and receive cash.

Alternately, the recipient can deposit the check in his own account. It is pretty easy to understand what would happen if he deposits the money in an account at the same bank where the loan had originated. When the loan was first made, all the bank had to do to create the new money was to debit its loans receivable, an asset, and credit its deposits payable, a liability. So far, nothing of substance has really taken place. The bank’s balance sheet didn’t get any bigger or smaller. It just traded one note for another.

Likewise, when a check is drawn on one account in a bank and deposited in another account in the same bank, not much of substance occurs. The bank just debits the deposit account of the borrower and credits the deposit account of the person who received the check. The transaction is entirely internal to the bank and no actual cash has to change hands.

It gets a little more complicated when a check is drawn on one bank and deposited in another. In this case, the two banks would have to conduct some kind of cooperative trading of promises or notes between themselves to balance out their books. This has the effect of moving money from one person to another, even though no physical gold or other commodities would ever be transferred. In our modern banking system, the transaction can be carried out simply by moving numbers around in a complex computer network.

This mechanism of fractional reserve banking forms the basis of how money is created and destroyed–the topic we will discuss in more detail in the next section.

We should remember, this story about the evolution of money is extremely over-simplified. While it is instructive to imagine the evolution from barter and exchange up through our modern banking system, it didn’t really happen in such a single, serial string of events. And we have skipped over a lot of details in order to keep things more understandable.

In reality, monetary systems have been continually evolving and devolving in different places throughout the world for as long as people have been exchanging goods and services with each other. As one simple example, we know barter and exchange was often used in the American Frontier. Yet clearly, much more sophisticated monetary systems have existed earlier in history.

Perhaps it is safe to say, when people have reliable monetary systems available, they will use them. But if those systems break down due to corruption, mismanagement, or economic failure, people revert to more primitive forms of exchange in order to accomplish their desired trades.

 



3.3.2.2 Where Money Comes From
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One of the primary complaints coming from those critical of our current banking system is: It is unfair that banks can make new money out of nothing and then earn interest on that money. It seems unbelievable that a representative government would grant such power to a private monopoly–at least if they had the people’s best interests at heart.

The argument goes like this:


	The bank creating the new currency is allowed to lend out more money than they actually have in deposits.

	In US banking this multiple is approximately 10.

	If a bank has $100,000 of actual deposits, they can lend out, and hence create new money, of approximating $1,000,000.

	As many critics say, this is new money created out of nothing and it is really unfair that banks are allowed to do this.

	A million dollars is really a lot compared to a hundred thousand. Banks should not be allowed to lend out more than they actually have.



It is true that the current central banking system has very real problems and badly needs to be reformed. But the argument above is not entirely correct. Most significantly, it does not properly identify the biggest problems with the fractional reserve system.

Remember, the original goldsmiths didn’t create money out of nothing. They created it out of gold. Even though fractional reserve banking seems analogous to the goldsmiths printing phony gold certificates, it really is not.

In the case of a properly secured loan, a modern banker does not create money out of nothing. Rather, he creates it out of your home and also your future labor. In fact, it might even be said that the bank did not create the money at all. You did.

If you have borrowed money to buy a home or a car, you have created money! In a very real sense that is your money. You created it and you can choose exactly when to destroy it. All you have to do is pay the loan back and the money will disappear, vanished from the economy.

Hard to imagine? It is true. You really can make money, but you don’t do it by getting a job–you do it by taking out a loan.

But wait! Don’t toss that resume out just yet. Because if you want to create value or prosperity instead of just money, you will have to keep working at that job.

This leads us to the big revelation: not only can money be made from the act of incurring debt, or credit as it is also commonly called, but as it turns out, virtually all modern money is debt.

This excludes something that is really a commodity that we just call money. For example, a gold coin is readily thought of as money. But first and foremost, it is gold. And you can turn it into a bracelet, a false tooth, or an integrated circuit. It has intrinsic value all by itself.

But the minute you store it in a vault and issue a certificate against it, it is no longer the money–it is now the backing for the money. It is the certificate, or gold-backed note that becomes the money. In the case of the goldsmiths, the paper money represented a debt, or an obligation of the goldsmith. It had to be satisfied eventually by relinquishing the associated gold back to its rightful owner.

In the case of the modern money you keep in your checking account, it has to be ultimately satisfied by you going to your job, producing value for your employer, and then sending some of that money back to your bank to pay down the loan. You are the backing for the money you create through your own debt. If you fail, the bank will take your house and rely on that to fulfill the obligation of its own notes.

The purpose the bank fulfills is simple: they are willing to take a private note from you because they know you. They have studied your collateral and your prospects for continued employment. They have determined how likely you are to be able to pay back the debt. And then they issue a corresponding public promise, or note, indicating they are fit and capable of honoring the obligation. In a sense, they are guarantying that the money you have created is dependable. By issuing standardized dollars, backed by the U.S. government, they are taking on your private debt, which no one else knows they can trust, and turning it into publicly endorsed and sponsored debt so other people can more reliably depend on it to be good when the time comes to redeem it.

Now if you are a Federal Reserve conspiracy theorist, don’t get too disappointed. Central banking is still very wrong on a number of levels and we need to reform it–but not because they make money out of nothing. It is important we not miss this critical point: we are the ones who back the money. For the most part, we are the ones who create it.

Our own hard-earned assets are being pledged as collateral. And it is our hard work that must be performed in order to redeem the obligation. As we contemplate reforms, we must do it in a way that brings control back where it is deserved–in the hands of the individual producers and backers of credit: the borrowing public.

 



3.3.2.3 Our Modern Banking System
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Next, let us discuss some of the most critical problems with modern banking. We will start by developing a better understanding of how it works presently in the United States. While other countries differ in the details, they are very similar in general structure.

Many Americans don’t really understand what the Federal Reserve is. If they do, they probably just accept it as a given fact of life–just part of the way things are. Many people also think the Federal Reserve is somehow a part of the federal government. Neither assertion is true.

The Federal Reserve is not a part of the federal government at all. It is not exactly a private corporation either, but it is certainly not a government agency. Rather, it exists largely outside the control of government.

Legislators and presidents do not have the ability to audit its operations, they do not set its policies, nor can they hire or fire its employees. The primary link to government is a political one. The President appoints seven members of a board of governors, and the Senate confirms those appointments. The seven governors, together with the presidents of 12 regional central banks, form a committee who decide what our monetary policy will be. Such decisions are no longer in the hands of our elected representatives.

The Federal Reserve’s primary stated purpose is to regulate the size of the money supply. We have discussed the idea that if there is too much money, there will be inflation–the money will lose its value. If there is not enough money, the opposite will occur–deflation.

The theory of why deflation is bad is this: people can lose the incentive to spend their money because if they hang onto it, it will become more valuable later. There is also a disincentive to borrow because, as money becomes more valuable, wages fall, and it will be more difficult to pay off a loan in the future. We will discuss later some of the possible merits and flaws of this approach.

Most narratives on the subject also remind us, the Federal Reserve was created as a response to various financial panics and other economic crises that had occurred previously. The implication is, without a central bank, the normal economy will always be subject to periodic crashes. Those who have lost money in market corrections since 1913 wonder if the Federal Reserve has done much of anything to remedy this problem.

As a central bank, the Federal Reserve, or “Fed,” also serves as a lender to every private bank in the country. In order for a bank to do business, it is required to be a part of the Fed’s regulatory system. It must conform to Fed policies and maintain reserves according to Fed mandates. The theory is, no bank can fail due to a bank run, because the Fed can always make additional funds available in the case where depositors all demand their money at the same time. The result is, all banks can be thought of as a single banking system. They all succeed together, but they can also all fail together.

In order to regulate the size of the country’s money supply, the Fed has several methods at its disposal. First, it is able to set the official interest rate at which it will lend to all other banks. This assumes there is a certain natural demand in the market to borrow money. As we reviewed previously, money is debt and debt, created with a bank, is standardized money.

So the more people borrow money from banks, the more debt is created, and hence the more money there is in circulation. If you think about the money you borrowed to buy your house, you will see this is true. We have discussed how this money was not really borrowed from the bank, and that you really traded notes with the bank in order to guaranty your own private credit. If you accept this concept, you now understand that once your loan was closed, a bunch of new money came into being that hadn’t existed before.

You were able to give that money to the seller of your home in exchange for getting title to the home. Once the seller received your money, he probably began to spend it on something else. As he did, the money you created began to circulate around the economy in the exchange of goods and services.

To the degree your money got left in someone’s deposit account in a bank somewhere, that bank was then allowed to make more loans to other people, by a factor of 10. This created even more new money in the process. So as long as there are plenty of people lined up to borrow money, a single act of borrowing can cascade through multiple layers of additional borrowing, adding up to quite an impressive effect.

Lower interest rates are believed to stimulate more borrowing. And that makes sense. If the cost of borrowing is lower, more people should want to do it. If the cost is higher, borrowing is sure to slow down. So the theory is, by adjusting the interest rate down, the Fed can create an incentive for people to voluntarily enter into new borrowing agreements, creating new money at a predictable multiple. If they move the interest rate up, fewer people will be willing to take out new loans, so as old ones get paid off, the money supply will gradually contract.

The biggest problem with this type of control is that it really only works well in one direction. It is pretty easy to stop people from borrowing by making it too expensive. Raising interest rates is quite effective and they can be raised a lot if needed. But what if you begin to lower interest rates and people still decide not to borrow? What if they don’t want to borrow for other reasons?

Maybe they lack confidence in the economy and are unsure about their ability to repay the loans in the future. What if people become quite prosperous and have a lot of the commodities they want so they really don’t need to borrow so much anymore? What happens if you lower the interest rate to zero and they still are not borrowing enough to keep the money supply at the size you deem to be appropriate? Then, the method of adjusting interest rates begins to break down and central bankers have to try something else.

One other available method for adjusting the money supply is to dictate the reserve requirements for banks. This is the multiple that tells them how much in total loans they can create, as a function of how much money they have to keep on hand in deposits. Again, if there is an appetite for voluntary borrowing, changing the reserve rate can have a dramatic effect on the amount of new money created. But if people still don’t want to borrow for other reasons, it doesn’t really do much at all.

When adjusting the reserve multiple or the prime interest rate doesn’t work, central bankers generally tend toward another method which doesn’t require the cooperation of free people voluntarily deciding to borrow. It only requires the cooperation of the federal government. In this system, the Fed chooses to buy or sell government bonds, or loans. When it buys a bond, this is the equivalent of lending money to the federal government so new money is created. When it sells a bond, it is like getting debt paid back by the federal government so money is destroyed.

When the federal government borrows money, you know what happens next: it spends it. The money flows out into the economy and the theory is, it will get deposited and may cause a cascade of other borrowing activity as previously discussed. If it does not, then it has still had a small effect in increasing the money supply–just not as much as if other people were to keep borrowing to magnify the effect.

Politicians seem to be willing to spend more money whenever they are given the chance. And they don’t seem to mind going into debt to do it. So there is a cozy relationship between the government and the Fed, even if it is an unconscious one. Any time the Fed wants to use public debt to increase the money supply, they will get no argument from Washington.

In 2008, the United States experienced a liquidity crisis. Among other factors, federal regulations had been put in place encouraging banks to give mortgages to people who were not sufficiently qualified to borrow. The banks would never have otherwise approved their loans. But federally supported mortgage companies such as Freddie Mac and Fannie Mae had agreed to buy up many of these questionable loans. Also, firms on Wall Street figured out how to help banks comply with federal requirements by packaging the questionable loans and selling them as securities into the stock market.

This caused the banks to write bad loans they would never want to own themselves, earn a bunch of fees in the process, and then profit by selling the bad contracts to someone else who either didn’t understand that they were unlikely to be paid back. By the time everyone figured out what was going on, the total amount of the bad loans was so big, it had a major impact on the rest of the economy. The biggest insurer of mortgages faced probable bankruptcy and many of the country’s biggest banks teetered on the edge of insolvency.

While this “sub-prime mortgage bubble” was not the only problem to cause the financial crisis, it had a huge effect. Remember, when new loans are made, it means more money in the system. When those loans disappear, the money disappears too. The collapse of the sub-prime loans was a massive deflationary hit to the economy. And the lack of liquidity cascaded through the system creating crises in other areas as well.

Those who were paying attention at the time will remember the response of the government. We were told we needed an instant and massive government spending program–a stimulus, they called it. The government had to borrow hundreds of billions dollars and spend it immediately, and it didn’t really seem to matter so much what they spent it on. So TARP, or the Troubled Asset Repurchase Program was born.

The Fed bought enough bonds to get the job done, and the money supply received a shot in the arm. But it was not enough. Over the coming years, government spending soared to new highs but private and corporate borrowing did not recover for years. Each time a new appropriations cycle came around, it seemed everything was again in crisis. If the money was not approved and spent immediately, the economy was said to be in peril.

Congress stopped even trying to budget. Each year, spending continued to rise at a pre-programmed rate. The Fed dropped interest rates essentially to zero. But the money supply seemed still to be inadequate. People just didn’t want to borrow. Finally, the Fed got desperate and began to employ what are politely called “unconventional monetary policies” such as quantitative easing, or QE.

Under QE, the Federal Reserve purchases certain financial assets such as stocks or bonds from commercial banks or from other institutions in the private market. The idea is a two-fold approach: artificially raise the demand for the securities in order to keep market prices higher, and feed the market with additional money at the same time. In light of our assertion that money is debt, it might be confusing how this new money qualifies. But it is just like the goldsmiths who took in an asset of gold and replaced it with a certificate.

The Fed receives an asset such as a stock, or ownership in a company. It then issues Federal Reserve notes in payment. And those notes go into circulation in the economy. The hope is, eventually the securities can be sold back into the private market.

If that ever happens, the money will be extinguished and the stock will be owned by someone else. But QE is inherently risky because a stock or bond can lose some or all of its value. It is not nearly as dependable as gold, or a house or the promise of a hard-working American citizen. If the underlying business goes bankrupt, the stocks can become worthless. Yet the Fed notes are still in circulation. That leaves us back in the position of the unethical goldsmiths who printed phony certificates backed by nothing.

The ultimate result of unbacked money is a lack of confidence which can cause the equivalent of a “run on the bank.” Today when all banks are joined together in a single monolithic system, one has to wonder what form that will take. Even if it doesn’t result in a catastrophic breakdown, the issuance of this new money is bound to devalue the other, more legitimately created money in the system. Whether by gradual inflation and wage stagnation, or by a sudden economic meltdown, one way or another, the American worker is going to foot the bill.

The Fed went through three rounds of QE in which it bought, among other things, hundreds of billions of dollars of mortgage backed securities. The effect was to pull the stock market gradually back out of the slump it had fallen into as a result of the 2008 crash and to supply needed liquidity to the market, stabilizing the size of the money supply. But what will this cost in the long term? Because we can not audit the Fed, it is impossible to know the quality of the assets it holds to back our money supply. We may never know until it is too late.

In order to estimate the potential impact to the money supply, we can just look to the balance sheet of the Federal Reserve. Prior to 2007, it had assets valued on the order of about $700 billion dollars. As you will remember, the way fractional banking works, the total money created by loans can be much bigger than what the bank actually has on deposit. To keep it simple, imagine the $700 billion represents total commercial bank deposits on reserve with the central bank. Because of this multiplying effect, the Fed’s balance sheet was producing a total money supply of about $7 trillion dollars.

In the following 7 years, as a result of Quantitative Easing, the Fed’s assets would soar to over $3.5 trillion, or roughly 5 times larger. And the debt of the federal government would roughly double from $9 trillion to $18 trillion over the same time period. That debt is guaranteed by the taxes collected from the American people.

It is an obligation we must repay, but one which we never agreed to. We will have to work for decades to service a debt incurred because of the decisions made by an unelected, private banking monopoly. It is, in the true sense of the phrase, involuntary servitude.

As of this writing, the Fed has discontinued QE, hoping the economy can get strong enough to start managing the money supply on its own without such unconventional stimulus. But just as with the removal of any artificial force, internal feedback mechanisms sent shock waves through the system. The markets entered a new phase of volatility and investors became less confident.

No one is quite sure how the Fed policy will work out. And no one is sure what will happen with such a bloated Fed balance sheet when people and companies begin again to borrow at historical rates. Will we see inflation again, and how much? Will interest rates have to be raised, and by how much? And what will the effect be on economic production?

Several things seem sure: The quality and dependability of the US Dollar has been severely damaged. The debt of the US government has increased dramatically and there is no reason to trust it ever will be diminished. Eventually the debt will become unsustainable and unrepayable. Then people will lose whatever is left of their confidence in the United States dollar.

More and more people are beginning to ask questions about the Federal Reserve:


	Does it really have the ability to prevent financial crises or might it create as many as it avoids?

	Can a multi-trillion dollar monetary supply really be managed by a board of 12 bankers?

	If a central bank is so critical, how did we manage in America for 135 years without it?

	Is it possible our monetary system is just as fatally flawed as that of Zimbabwe and it is only a matter of time until it will fail in a similar way?



 



3.3.2.4 More Criticism of Banks
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Interestingly, money is managed in largely the same way in every corner of the world. How is it we have come to rely on central banking so much, in spite of its potential problems? Is this really the best we can come up with?

The primary reasons most often cited for creating the Federal Reserve in the first place are:


	Maintaining a stable currency, and

	Preventing financial crises.



Yet, since the Fed was created in 1913, the US dollar has lost approximately 95% of its value. In other words, a dollar today is worth about what a nickel could buy a century ago. By contrast, in the 100 years prior to 1913, the purchasing power of the dollar remained more or less constant.

It does not seem like the Fed has been able to prevent financial crises either. Soon after its implementation, the country still suffered a decade of poverty during the Great Depression. The century was filled with various other financial instabilities. And most recently we have experienced the Great Recession in the years following 2008. Federal Reserve policy has been stretched beyond its normal limits in attempting to regulate the money supply. And it still has not been enough. So what has it really done for us?

Another criticism has to do with the way our money is backed, or secured. In the narrative of the goldsmith, we discussed how paper money was first created as certificates that could be exchanged for gold. Without going into too much detail about the history of the gold standard in America, it is sufficient to say that prior to 1971, US dollars worked in a similar way. They represented, and were theoretically redeemable, for a standardized amount of gold or silver.

After leaving the gold standard, Federal Reserve notes were no longer backed by precious metals. Instead, they were simply payable in dollars.

Due to this strange, self-referencing twist, many have concluded the US dollar is now a “fiat currency.” Essentially, this means a currency that has no inherent value, but derives its value by the declaration of a government or some other authority. It is only valuable because people think it is valuable.

Fiat money has no particular commodity of known value to back it up. And in many respects, it is true–US Dollars now are partially a fiat currency. But they are not entirely unbacked. Even after 1971, our money was still backed collectively by our homes, our cars and our willingness to go to work each day and earn enough money to pay our income taxes.

But the notion that each dollar had a value tied somehow to the value of gold was gone, and with it, the stability of the currency suffered dramatically as well. Indeed, after going off the gold standard, the rate at which dollars could be exchanged for gold dropped precipitously and has never recovered since.

One of the most important purposes of money is to store value for future use. When we accept money in exchange for something else of value, we hope its value will last a long time. When we want to turn the money back into something else we need, it is important for that value to still be available. Can we count on our saved money to hold its value, even for a very long time?

For example, we might save up money while we are younger and more productive. This way, we can still maintain our lives when we are older and can no longer engage in productive work. If the money cannot be depended upon to maintain its value, it is not very useful for this purpose. So people might have to consider storing value in some other kind of commodity instead.



3.3.2.5 Origins

A discussion of the Federal Reserve would not be complete without considering the circumstances in which it was created. For the full-blown, conspiracy theorist viewpoint, it is instructive to read The Creature from Jekyll Island, by G. Edward Griffin. Some of the narrative in the book could be exaggeration or even conjecture. But there is also much to learn from.

The reader can also get a variety of other viewpoints by spending a couple of hours searching the web for information regarding the creation of the Federal Reserve. You can visit the Federal Reserve’s own website and get its point of view. You will not suffer from a shortage of opinions, both for and against.

It does seem evident that, like much large federal legislation, the Federal Reserve Act of 1913 required the concerted efforts of a few very powerful special interests, working largely without the full knowledge or consent of the public. Most people had no idea what was really being proposed or how it would affect the country. The bill was passed just before Christmas at a time when people were less apt to pay attention and the vote was very polarized along strict political party lines.

Like many other federal regulatory measures, it clearly empowered big business to operate in a monopolistic way with the blessing and consent of big government. It tended to prevent smaller, private operators from freely competing in the banking industry. In order to be a bank, one would have to become a part of the larger cartel. And the cartel would be managed and controlled centrally–and not fully subject to our elected representatives or the people.



3.3.2.6 Interest

As we consider the way most money is created, through either voluntary or forced borrowing by the public, it is instructive to consider the problem of paying interest. Remember, when you borrow money on your home or car, you have to pay that money back. But you also have to pay more money in addition to the principal you borrowed. This is called interest–the fee the bank earns for the service of lending you the money.

A problem arises, however with these interest payments when all money is essentially lent into circulation through a central bank. To better understand it, let us return to our five castaways and imagine they want to start their own paper money system.

In this scenario, there is no pirate’s chests full of gold. But fortunately, one person used to work for a bank, so the others rely on him to come up with a system they can all use and trust.

So he prepares special strips of leather from the skins of the wild boar they have been eating to survive. And he burns an official looking insignia into the leather by heating up his secret Rothschilds signet ring. Each of these new tokens, he affectionately refers to as a “pig note”. And viola! Money is born.

Since our banker understands the difference between fiat money and properly backed money, he is not willing to just hand out the newly created bills for free. Rather, he will only exchange them for notes of similar value pledged by each of the other islanders. In other words, everyone will have to borrow the pig notes from the bank.

As people work and exchange food and other value with each other, they will also be able to earn pig notes. So they can use this income, as well as the proceeds from their initial loan to begin to pay back their pig loans.

Our banker will be working hard managing the money supply so he won’t have as much time to provide for his own food and shelter. So the group agrees to pay him 10% interest over a year’s time as they pay back their loans.

They get started and each of the other four receives an initial loan from the banker of 100 pig notes. In exchange, each performs a witnessed pledge to pay all the money back, and with interest. Each pledge is accompanied by an additional promise: if he does not complete the agreed payments, he will forfeit the personal property he possesses, such as his hut, his food and extra clothing. This property will form the collateral for the loan.

But there is a problem. The initial money supply consists of only 400 pig notes. But by the time the year is up, the total due back to the banker will be 440 pig notes. Where will the additional 40 pig notes come from?

The obvious answer is, the banker is going to have to create some more money. The slightly less obvious result is, someone is going to have to borrow it, again at interest.

This kind of system relies on the hope that one or more of the islanders will have been busily productive during the year. Hopefully, they will have built better shelters or developed areas of ground for growing their food. These new improvements, called “economic growth,” will constitute new potential collateral that has not yet been exploited for the purpose of borrowing.

As mentioned, the inherent demand in the economy is for 440 units of money but there are only 400 units in existence. As you might expect, this would have a deflationary effect. In other words, money would become more valuable because it is becoming more scarce, or harder to come by.

In fact, someone might eventually become too short on cash to make his monthly interest payment to the banker. When that happens, he will either need to put up some additional collateral and borrow more money, or he will have to forfeit his property to the banker.

This problem may not occur right away but it is bound to happen eventually–at least if people continue to make payments on their loans. True, the act of borrowing created new money. But conversely, the act of making payments back to the bank destroys money already in existence.

Paying the loans back literally reduces the size of the money supply. And eventually it may become too small to pay back all the outstanding obligations. When that happens, the negative consequences are most likely to hit the poorest, or least productive of the islanders. Unless the total amount of borrowing is increased each year, someone is going to lose his collateral to the banker.

We see this same phenomenon in our modern banking system. Virtually all money is lent into existence and it must be repaid with interest. That interest is measured in the same units as the original loan–dollars. So there will never be enough to go around unless we continually create more.

The Federal Reserve touts its ability to change the size of the money supply as being a dynamic way to control an “elastic currency.” Something elastic should grow when it needs to, but then snap right back to its smaller size again later. In reality, our money supply has only had to get larger and larger over time.

This is in large part, because of the need for constant interest to be paid back into the system. The money supply can never really get smaller or people will run out of the money needed to service their debts. When that happens, poor people will lose what little they have. In other words, value, in the form of commodities, will be transferred from the poor to the wealthy.

The only alternative is to use artificial means to increase the money supply. Another way of saying this is: force people to borrow money (through government debt) they otherwise would not freely choose to borrow. But the result of such policy is an ever-increasing degree of involuntary servitude forced upon anyone still willing to work in a productive job.

In our current political debate, we have developed a culture of perpetual growth and expansion. The economy always has to be growing in order for us to think things are going well. If we have economic growth, things must be good. If the economy is flat or decreasing, then things must be bad–and the politicians had better do something in order to keep things growing.

Why have we come to accept this premise? Surely if a population is growing, we would expect the total size of the economy to also grow in proportion to the increased number of people. But should people have to continually take on more and more debt in order for us to enjoy good living conditions?

Or is there a more sustainable way to enjoy happy and comfortable lives?

 



3.3.2.7 The Economy
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In modern discourse, we refer to “the economy” as though we all know exactly what we are talking about. For example, we may say the economy is doing well, or it is doing badly. But what does this really mean?

Politicians like to have a measure of how good things are so they can brag to their constituents and, hopefully, get re-elected. So, with the help of economists, they have come up with a number of different measurements. Likely you have heard talk of the Gross Domestic Product, or GDP. You may also be interested to watch the unemployment rate, the poverty rate, or the foreign trade deficit. All these are different ways to measure the ways people are interacting and trading with each other.

But in many instances, our leaders may be measuring things that don’t really make our lives that much better. For example, a low unemployment rate might show fewer people have lost their jobs. But it doesn’t tell anything about the quality or income levels of the jobs people do have. And with more recent ways of reporting, it also may have nothing to say about the number of people who could be in productive jobs, but choose not to.

Other traditional indicators of a “good economy” might be good news for people who operate banks, or trade stocks on Wall Street. But they might not mean much to people who work in manufacturing jobs or the service sector. For example, a government stimulus bill might be great news for big corporations who sell to the government. But an economy made “good” by such actions might not be good for those who have to go to work every day to pay the taxes necessary to service an ever-increasing debt.

In most instances, when we talk about the size of an economy, we are talking about the GDP, or Gross Domestic Product mentioned above. This is meant to compute the total of all goods and services which have been produced in a given period of time.

If you think back to our discussion on accounting, you should note this is a kind of “income statement” notion. In other words, it is a measure of things that transacted, in and out, over a period of time.

It is not at all a “balance sheet” kind of notion. Balance sheets talk about the total wealth or value someone has accumulated. And it counts good things as assets and bad things as liabilities–rendering a net, or total resulting value.

GDP is essentially a measure of how much total goods and services everyone sold for the year–not the total of assets everyone is left with to enjoy. True, we can infer certain things about our balance sheet from our income statement, if we are careful. For example, we might assume if we sold something, someone bought it. And if someone bought it, they must have enjoyed it so life was good. But these inferences are not always valid as we shall see.

The GDP is meant to be a measure of total production, or how many things we created, produced and sold. Unfortunately, that is not really what we measure directly. As it turns out, it is pretty hard to figure out exactly what everyone produced. It is much easier to first figure out what we spent and then assume it was all spent buying something we also produced.

But what we spend includes purchases that are worthwhile and it also includes purchases that are not so worthwhile. In particular, government spending is included in GDP calculations regardless of whether it is spent on:


	A key infrastructure that helps improve quality of life and productivity for everyone,

	A subsidy for a new company that will soon go out of business,

	An interest payment on an ever-increasing Federal debt,

	A payment to a farmer in exchange for his agreeing not to grow anything on his land.



Regardless, all that spending is counted into the GDP. So it is really a measure of our spending–not our productivity. And it is definitely not a measure of our total accumulated wealth as a balance sheet would show.

Imagine you applied this kind of scoring to your own personal finances.

Right now there are probably certain factors you consider when deciding how well you are doing financially. For example, you might consider how much income you make each year, or on each paycheck. This is an income statement approach. If you feel like you have the money you need each week to buy the things you want to live comfortably, you may feel like you are doing pretty well.

If you are a little more sophisticated, you might even have a balance sheet of one form or another, showing the assets you own and the liabilities you still owe. Each year, you might look to see if your wealth has increased or decreased. If your possessions are staying the same or growing, you might feel like you are on the right track. Otherwise, you may need to make some adjustments somewhere. Either you need to start earning more or you need to start spending less.

But if you scored your personal finances like the government does, you would not be measuring your total balance sheet wealth at all. You wouldn’t even be paying attention to how much you were earning. Rather, you would only be focused on the expense section of your income statement, hoping to maximize how much you spend each year.

For example, maybe you normally spend about $60,000 in a year. Imagine how well off you could be if only you spent $80,000! You could get some new credit cards or maybe take out a second mortgage on your house. And it might not even matter so much what you spent the money on–the goal is simply to spend.

Maybe you should talk to the person who mows your lawn and ask him to bring 10 friends over to work with him next time. It wouldn’t really matter if they accomplished anything–you could just pay them anyway. When you do things the government way, the more you spend, the better your life will be and that is good and important to you.

If you spent the extra $20,000 on things that did you no good, obviously that would not be helping you out much (although it would be great for the landscaper and his friends). But even if you spent it on things that really made your life better, the problem is the debt you are accumulating. What if the combination of the credit card debt and the additional debt on your house were too much to pay each month? For a short time, you might be able to borrow on other assets to cover the payments. But eventually you would run out of assets and money. And then you would lose everything.

When we focus only on spending as a measure of economic health, our circumstances end up worse in the end. Even if we don’t lose everything, we sometimes end up with so much debt that a large part of our productivity is consumed in paying interest to a wealthy bank. This leaves less of our work available to pay for the things we really value.

It is easy to become a servant to people who are much wiser and wealthier. It has been said:


Those who understand interest, earn it. Those who don’t, pay it.



Unfortunately, our politicians and leaders have become accustomed to measuring GDP. An increasing GDP means “the economy” is growing or we are in an “expansion”. A decreasing GDP means it is shrinking or we are in a “recession.”

But the GDP can be manipulated simply by spending more money. This can be money the government spends directly, or it can be money the government encourages people to spend over and above what they might otherwise choose to spend. So GDP can be stimulated by increasing government debt or private debt.

GDP can even be increased by forcing banks to lend to people who wouldn’t otherwise qualify for a loan. In the short term, this stimulates the housing market, gives construction workers more work to do, and causes more money to flow around for a while. But with each step, the liabilities on the “national balance sheet” grow at a faster pace than the assets. And the net wealth or prosperity of the people continually decreases.

Things may get worse gradually, or they may appear great while gradually eroding on the inside. But eventually, a crash will come and bring the whole economy tumbling down.

This doesn’t mean GDP is necessarily a bad thing. It just means we should not manipulate it by artificial borrowing and spending, which is a bad thing. Of course, it is important to have a strong and robust GDP. When people are actively engaged in producing and consuming the things they want and need in order to have happy and fulfilled lives, this is a good thing.

But the GDP doesn’t have to be increasing every year in order for people to live successful and prosperous lives. Rather the GDP, like most things in complex, living systems, is a part of a very large and sophisticated negative feedback process. In other words, left alone, it will regulate itself around some natural set point. Just like the temperature in your house, we should expect small fluctuations up and down as a normal part of this regulating process. But in balance, it will find its correct level.

So what is the “correct” size for the national GDP? It is the sum of all the production necessary to satisfy the wants and needs of free people who are paying natural market prices for whatever goods and services they can afford using the productivity of their own labors.

Certainly if the population is increasing, we would expect to see GDP increase as a result of the production and consumption of the additional people. And if people choose to work harder and develop ways to produce more of the things they want and need to increase their standard of living, GDP should also be affected.

But when the changes we are measuring are caused by an artificial stimulus such as forced borrowing and spending, or if the very unit of measure (the dollar) is a moving target due to inflation, perhaps we should look for a better measurement to evaluate the effectiveness of our leaders and their economic policies.

 



3.3.2.8 Federal Centralization

[image: Content Illustration]

The Federal Reserve Act was not the only thing that happened around 1913 that would seriously limit the choices of the American people. Among other things, two key amendments to the Constitution dramatically affected the way things were done in Washington.

The 16th amendment changed the way the federal government relates to the people of the country. Prior to that time, the Constitution contained very specific limitations preventing the federal government from laying a direct tax on American citizens. It was widely understood that a federal income tax would be unconstitutional.

The idea was, people were first and foremost, citizens of their individual state. If they were to be taxed, it would be by their state and not the federal government. The federal government was to be primarily involved in foreign policy, leaving domestic matters to the States. Instead of taxing citizens directly, the federal government would raise much of its revenues from taxes and tariffs laid on goods and services transacted with other countries.

The federal government’s primary role was to interface with the rest of the world on behalf of the United States. It was to provide protection to the people and to the states, so we could live within a system of civil society based on the rule of law, justice and enforcement of our private contracts.

We would be free to move from state to state and enjoy the benefits afforded by that diversity. Individual states might adopt their own policies for better or for worse, but the fruits of those choices would become evident over time. Just like natural evolution, those states would begin to flourish where government policies and practices were most conducive to a pleasant and abundant life.

Many have described this concept as the states being “individual laboratories of democracy.” It was conceived and built to foster a diversity of varying beliefs about how civil society should work. Individual people who have different Faiths, or ways of looking at the big questions, would have increased power of choice to move to one state or another and to find a set of laws and a group of peers most compatible with their own individual beliefs.

The states would be protected from the potential of foreign invasion and plunder. And through a system of laws and justice, people would be protected from domestic predators as well. The weak would be protected from the strong. And people would be free to choose the direction of their own lives, rather than having the will of others forced upon them.

At the federal level, the United States was not intended to be a strict democracy, meaning direct rule by the people. Rather, the Founders envisioned a federation, or republic of individual states, each of which would retain a great deal of independence and autonomy.

Interestingly, the Constitution guarantees the American people a “republican form of government.” It says nothing about democracy.

Still, the Constitution provides for a democratic process to be used to elect representatives to the government of our federal republic. Likewise, it is expected that states employ fair and democratic processes within their own legislative processes.

We might think of our representative republic as a hybrid. The Founders understood that pure democracy would result in a powerful majority, capable of abusing a powerless minority. And they certainly didn’t want an authoritarian system where a small but powerful elite abuses a powerless majority.

They wanted a society in which everyone could enjoy their rights to live according to their own beliefs and desires. Many felt that too much federal power would only endanger those rights. So they sought to limit the scope of what the federal government could do.

But when the Constitution was amended to allow direct federal taxation of the people, the system of power was turned up-side-down. Previously, states held a stronger position to petition the federal government for the protections they needed. States held a fair amount of power to enact laws and regulations according to their internal systems of representative democracy. And the federal government was supposed to have been given only those powers specifically enumerated by the Constitution.

But once the federal government could tax citizens directly, this all changed. Now money could be raised in Washington independently of any interest the individual states might have. This greatly increased the federal government’s power, allowing it to offer grants back to the states in exchange for “voluntarily” abiding by federal policies or guidelines which might otherwise be in excess of federal power.

As the federal budget has increased and federal income taxes have become the dominant method of public funding, we see this at work throughout each state’s political process. Now the key factor behind many state policy decisions is whether they will allow the state to receive, or to continue to receive huge federal grants and allocations. In every area from public works to education, states now have to conform to Washington dictates or they miss out on a huge portion of the ever-growing tax base.

It is hard for people alive today to imagine life without the federal income tax. But the fact is, our country survived for over half of its history without it. There are alternatives, most notably the concept that states retain the power to manage and regulate their own individual methods of taxation. Perhaps we should consider the possibility that our founding fathers, fresh in their escape from the tyranny of Mother England, actually knew something when they specifically prohibited the federal government from taxing American citizens directly.

The 17th amendment is often misunderstood. But it may be equally detrimental to the choices individual citizens ultimately enjoy. The part of interest to this discussion is the language changing the way United States Senators are elected. Prior to the amendment, senators were elected by individual state legislatures rather than by a direct vote of the people. And to a great degree, it was up to the individual states to determine exactly how that process would take place. The amendment directs that senators be elected by the people and no longer by the state legislatures.

As an example, consider the legislators you voted for in a recent election. You probably voted for one United States senator and one United States House representative. Very likely, you also voted for a state senator and a state representative.

Prior to the 17th amendment, you would have still voted for your U.S. representative and you would have elected state senators and representatives. according to your particular state’s constitution. But you would not have voted directly for your state’s U.S. senator. Rather, the senators and representatives of your state would have voted, also according to your state’s constitution, to elect your state’s two United States senators.

It seems counter-intuitive that the move to elect U.S. senators by popular vote actually results in fewer choices for citizens. But it is important to understand the unique way in which the U.S. legislature was originally split into two bodies, the Senate and the House.

We see this structure mirrored in state legislatures, so we may take it for granted. But this arrangement, originally called the “great compromise,” was a result of a great deal of deliberation and debate between the drafters of the Constitution. Previously, the legislature was envisioned to include only a single body. But there was heated disagreement about how it would be constituted.

Some believed the federal legislature should strictly represent the interests of member states and so delegates should be elected by those state governments. Furthermore, they believed each state should have the same number of delegates or votes. This arrangement would clearly make the federal government responsive to the state governments. It would represent all states more equally, regardless of whether they were large or small. But it would not allow the voting public a direct voice in who would be elected to federal office.

Other founders believed the people should elect their representatives directly. This way the federal government would better represent the wants and needs of the people. Furthermore, they suggested the number of delegates should be proportional to the population so larger states would get more delegates and hence, more votes.

The great compromise involved splitting the legislature into two separate bodies: the House and the Senate. The House, or “The People’s House,” would be composed of representatives elected by the popular vote of the people and proportional to their state populations. The Senate would be composed of two representatives of each state’s government. This was intended to foster a balance between the powers of the states and the powers of the federal government.

Many people think it is must be a good idea to elect our senators directly because it seems much more democratic. It seems like this should give us more choice in the matter–not less. After all, who wants a bunch of crafty politicians, even at the state level, electing our senators? Shouldn’t regular people get to choose?

But in reality, this change in the 17th amendment was very similar in effect to the 16th amendment allowing the federal government to tax the people directly. It stripped power away from the states and moved that power up to the federal level. Now senators only had to promise ever increasing federal benefits to the people to enjoy long and uninterrupted terms in office.

Meanwhile, they could create lots of new federal policy and push it down upon the states. Whereas U.S. senators were previously accountable to the state legislatures who elected them, now the state legislatures became subject to those U.S. senators. As states lost power, their ability to implement their own legislative priorities was lessened. Accordingly, diversity among the states decreased. Every state began to become more and more like the others. This only diminished our freedom to choose things such as how we will be taxed, how our government will work, and how we will educate our children.

It is difficult at first for most people to comprehend how getting to vote directly for our U.S. senators could possibly lessen our freedoms. But that is what happened. And since that time, our national memory has gradually slipped to forget the principles of representative republicanism our founders intended for us. In its place, we have placed a blind trust in democracy, in spite of its serious problems and limitations.

So why discuss these amendments in a chapter on monetary policy? Together with the Federal Reserve act, they consolidated federal power sufficiently to monopolize the business of generating, regulating and sometimes manipulating our money supply.

Using this new privately managed, but government sponsored central banking cartel we call the Federal Reserve, loans to the federal government are more easily arranged and the people are left with the responsibility to repay them. Now that the federal government can directly tax the people’s income, it can more easily harness, and exploit working citizens to produce the revenues necessary to service the debt.

This is good for elected officials because they can now spend money at unprecedented levels, rewarding voters for keeping them in office. It is also good for big banks who now have the benefit of an ever-increasing flow of interest income, courtesy of the American tax payer.

Because both branches of the federal legislature are now better aligned with the agenda of increasing federal power, it is much less likely for the central banking system to experience the type of opposition it faced in the past, such as during the tenure of President Andrew Jackson. Rather, the power of big government and big banks to monopolize the financial market have become absolute and complete. Indeed, it has lasted more than a century.

How long will we allow it to continue beyond that?

 



3.3.2.9 Legal Tender
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The power of the Federal Reserve to monopolize money has been further reinforced by the notion of “legal tender.”

Along the top of a dollar bill you can see the words “Federal Reserve Note.” This is a reminder that it is currency issued by a private institution and not the Federal Government. Regardless of whether it is physically printed by the US Treasury, the note, or obligation is issued by the Federal Reserve, an entity separate and apart from the government.

Furthermore, the obligation is denominated in dollars–not gold or some other commodity. So you can only redeem the note for more dollars. It seems like a cat chasing its own tail.

The key phrase to notice on the front of the dollar says: “This note is legal tender for all debts public and private.” As we shall see, this is an indication that citizens of the country may be forced to accept it as payment in certain circumstances, even if they don’t want to.

As discussed previously, one of the critical functions of government in a civil society is to enforce the contracts we have voluntarily entered into with with each other. Commerce will be much more efficient when we can be sure others will keep their part of a bargain.

For example, I might deliver some food or clothing to you with the agreement that you will pay me later. This is often referred to as short term private credit.

Perhaps we want to become partners in a certain business enterprise or we wish to exchange labor for money or services. In each of these cases, it is important to be able to trust the other person to fulfill the promises made in the agreement.

In order to be confident of these relationships, we need an authority who will force otherwise non-complying parties to live up to their commitments. Otherwise, the burden is left up to individuals to enforce their own agreements. And this is more likely to devolve into the “law of the jungle” where superior strength is the only way to prevail.

In some instances, legal tender laws may specify that if a contract is made where payment is expected in exchange for goods or services, then the provider must accept the official currency in full satisfaction of the debt. But what if the issuing bank or government irresponsibly inflates the currency over a period of time until its value is no longer dependable? It doesn’t matter. You may still have to accept it.

As a more specific example, imagine you agree to sell a house today for $200,000 dollars, payable two years from now. But in the intervening period of time, a financial crisis hits, there is mass devaluation of the currency and $200,000 is no longer enough to even buy a car, let alone a house. You might wish you could go back to your buyer and require him to make payment in gold or silver–something that still holds enough value for you to buy another home. But a legal tender law may well forbid this–particularly if you haven’t made an explicit agreement with your buyer, in advance.

You might have to accept the $200,000 even if it is now worthless. It doesn’t matter whether the money can be trusted or not. It has the official sanction of government. So if you don’t accept it, the government is not going to help you collect the debt in any other way.

Prior to 1933, it was fairly common in the United States to deal with this problem by making contracts that included a gold clause. The creditor was given the option to require payment be made in gold, instead of dollars. This way, if the currency lost too much value during the term of the debt, the creditor could simply refuse to accept it.

In 1933, the Congress passed a legal tender law making such gold clauses unenforceable. Creditors had no other recourse. They were forced to accept the government sanctioned form of payment. That law remained in effect until 1977, when it again became allowable to create a contract specifying payment to be made in gold.

Such laws are another example of big government working hand-in-hand with big business to create regulations to prevent small business from competing with them. In this case, the government effectively prevented the use of any money other than the official Federal Reserve money. That gave the banking monopoly much greater power over the economy than it otherwise would have had.

Although the misguided law was eventually repealed, it did cause some permanent damage. It taught government that it can just make an oppressive law any time it seems necessary to protect an otherwise failing currency. It taught creditors that they can not always trust government to enforce their contracts.

Ironically, the law also ended up hurting debtors, in the long run. Creditors would now have to charge higher rates and fees to cover the additional risks of capricious government.

Nearly all of us enjoy the freedom to decide where we will shop to buy our groceries each week. We enjoy choosing what movie we want to go see and what restaurant we might visit afterwards. We like to decide where we will take a vacation. And if we can stay far enough ahead of our bills, we would even like to decide how long that vacation will last.

Shouldn’t we also decide what kind of money we prefer to use? Isn’t it better if we can compare the relative strengths and weaknesses of a variety of different money options? Then, as long as buyer and seller were both in agreement, the transaction can take place using any kind of payment they might agree to be best?

This is the concept of “complementary currencies.” Rather than having only a single, government sanctioned money, we can have multiple viable currencies. Consumers can then freely choose the ones they are most comfortable with.

The advantages of such a system are clear. Various currencies can compete for the confidence of the people. The ones based on the soundest principles will enjoy the greatest success. And other, less reliable methods can gradually fade away.

Thanks to the natural economic forces of diversity and evolution, our money will gradually become:


	More dependable at retaining its value

	More effective as a medium of exchange

	A better measure of value in the commodities and services we regularly purchase



Over the years, we have seen a variety of proposals for complementary currencies. In fact, some are already in use today. But they suffer under the unfair advantage of our officially-sanctioned, cartel currency, the Federal Reserve dollar.

Gold clauses and similar mechanisms may still be legal. But even our existing laws still declare the Federal Reserve dollar to be the only official tender that can be used to satisfy any debt, whether public or private. If you lack the foresight to include an alternate form of payment in every contract you make, you could still get stuck with payment in a devaluated currency.

If consumers don’t like that, and they begin to move to a more reliable form of payment, the government believes it has the power to make that better kind of money effectively illegal.

In order to encourage complementary currencies which are not dependent upon the dollar to derive their value, we really should repeal even our existing legal tender laws. More importantly, we need to assure consumers there will be no return to the oppressive monetary policies instituted in 1933.

We must not be afraid to allow producers and consumers to select the kind of money they prefer to use. And we should be able to trust our government to do its job of enforcing our privately executed contracts, regardless of how we choose to make payment.

We should not be forced by law to use Federal Reserve dollars when we really could have more choices. This notion of a government-sponsored monopoly for the creation and management of money may have seemed a little easier to justify 100 years ago. But not today.

New technology allowed us to tear down the regulatory barriers to entry, helping small business compete in the telecommunications industry. We now have the technology to effectively support multiple, privately issued and managed currencies.

To a minor degree, this is already done today. You might still carry around a little paper money in your wallet. But if you are like most people, most of your purchases are now done using a credit card or some other electronic payment system.

A credit card is not legal tender so anyone can refuse to accept it. Nearly all businesses are now equipped to process any major credit card. In some places, a card may even be preferred over cash.

The additional overhead cost is often compensated by an increase in convenience and reliability. Credit cards are good for business so businesses generally accept them.

In the same way, a new complementary currency that is convenient and dependable could also come to be accepted anywhere you might need it. And even if it is not widely accepted, techonology has now advanced enough to make it possible anyway.

For example, a merchant might not even have to know, or care what currency you use. You might buy using the currency you choose and he could sell using the currency he chooses. Then, the banks you each use could work out the details much as they do now when you make a purchase in a foreign country.

The short term debt your credit card company allows you to accrue each month is money, just as the debt you create when you borrow to buy a home. It is credit money, created out of debt and backed by you. It is money in much the same sense as Federal Reserve money. It is just a complementary, or additional form of money you can choose to use if you want to.

Credit cards do offer some small degree of choice. But they do not really offer the kind of diversity and competition we would get from a truly independent complementary currency. Their primary limitation is, they are still linked to the Federal Reserve.

Credit card transactions are typically denominated in dollars so the money they create is subject to most of the same inherent problems such as reliability, interest, inflation and so forth. So while short term credit is good for buying this month’s necessities, it is not the kind of money you would want to use to store value for a future retirement.

In recent years, we have seen the emergence of a new form of money called “crypto currencies.” Perhaps the best known example of these is “Bitcoin.”

Bitcoin was designed to be similar to gold in certain ways. There is only a limited amount of it that can ever be discovered, and it is intended to be difficult to come by.

This means, as long as people are interested in owning Bitcoins, they will tend to go up in value because they will become harder and harder to get. Individual Bitcoins can also be divided up into very tiny parts. This is much more flexible than a dollar, for example, which can be effectively divided only into 1/100th parts, or cents. The theory is, as the currency continues to appreciate in effective value, people can just use smaller and smaller bits of it for each transaction.

Unfortunately Bitcoin still suffers from its own set of problems–some even worse than our existing Federal Reserve dollars. In a way, we can consider it to be a fiat currency too, at least in the respect that it is not backed by any useful or inherently valuable commodity.

A Bitcoin is only valuable if someone else wants to buy it. Otherwise, it is just a number in a computer somewhere. You can’t eat it and you can’t use it as a material to make anything. It is only useful as long as someone will accept it as exchange in a transaction.

As a result, the value of a Bitcoin is likely to change substantially over time as people’s perceptions of it change. In other words, its value is highly speculative and very volatile. We can expect the price of Bitcoins to fluctuate in large swings, both up and down.

The inherent structure of the Federal Reserve dollar means it is sure to gradually lose its value over time. In contrast, Bitcoin is designed to increase in value over time–at least as long as people continue to believe it is desirable. In other words, fractional reserve money is inherently inflationary and Bitcoin is inherently deflationary.

Because a Bitcoin’s value is solely built on speculation, that value is bound to be quite volatile. This means the people who mine, or buy it early, will benefit from its appreciation. But these gains will come at the expense of others who buy in later on.

Bitcoin has been quite successful in spite of these problems. And it has made a number of early adopters very wealthy. But at some point, people may begin to perceive it as an “insiders’ game” or even a Ponzi scheme. If so, it could well begin to lose value as fewer people choose to use it.

One of the outgrowths of Bitcoin has been the evolution of a variety of other competing crypto currencies. As people have discovered the strengths and weaknesses of Bitcoin, some have attempted to make their own similar currencies.

This makes a lot of sense when you understand how the system works. Just be the first one to mine a large chunk of the available coin supply. Then convince other people to join in and you could quickly become very wealthy.

As of this writing, there are hundreds of crypto currencies competing with Bitcoin. Two more prominent examples are Litecoin and Ethereum. But they share one thing in common: they are, for the most part, completely unbacked currencies. They have no inherent value other than the demand people create for them due to their own perceptions. If those perceptions change to disfavor, the value of a crypto-coin can easily fall–possibly even to zero.

Perhaps one of the greatest benefits to come from Bitcoin and its derivatives is their demonstration that competing currencies really can be conceived, implemented and used. And they don’t have to be indexed in, or linked to the value of dollars. We don’t have to be stuck using only Federal Reserve notes and credit cards. We should be able to conceive entirely new systems, but hopefully backed in better and more reliable ways.

Bitcoin has shown us that a world is possible where multiple currencies exist in a single economy. Maybe we are ready for a new kind of money that will:


	Have the convenience of our current electronic checkbook money

	Enjoy the freedom and flexibility of Bitcoin

	Hold a constant and stable value–even over much longer periods of time



In addition to crypto currencies, there are a number of other initiatives under way, in various stages of conception or practice. Each contains its own unique contribution to enhance our available choices for what kind of money we will use.

Some examples of this:


	Offset Credit

	Ledger Loops

	Open Credit Network

	Trustlines

	Credit Commons

	Openmoney

	Money 2.0



Next, we will discuss the GotChoices strategy for new money.

 




3.3.3 CHIPs: An Alternative Money System

[image: Content Illustration]

Let us now explore a specific proposal for a complementary currency we will call “CHIPs.” In many ways, everything we have discussed so far is necessary to fully understand this final topic.

So imagine we could start from scratch, and create a brand new currency that would:


	Maintain a consistent value over time

	Offer better value and convenience to consumers

	Be more resistant to theft and unethical manipulation by business or government

	Be compatible with sound and sustainable economic principles, including free will and choice



If so, we would come up with CHIPs–or at least something very much like it.

This nick-name was chosen for a few different reasons. First, it sounds like something that might be money–like a poker chip. You can probably imagine yourself saying something like: “that will cost you about 20 chips.”

For a deeper, symbolic meaning, you might think of “CHIP” as shorthand for “CHoice Is Precious.” We all like to be able to make choices. And having access to more than one kind of money gives us one more good option to select from.

In reality, the acronym originally came from “Credit Hour In Pool.” This should give you a hint about how it is designed to work.

Throughout history, people have spent a good deal of time thinking about money. Many have wondered what it really is, how it is created and how it is sometimes used in abusive or immoral ways.

Many of us are bothered by the way money seems to lose its value over time. And we wonder if it must always be so, or if this is only the case in our modern era of centralized fractional banking.

We should all carefully consider the arguments made by advocates of gold-backed money as well as the arguments for other types of monetary reform. And we should thoughtfully contemplate the benefits and possible problems associated with modern crypto currencies such as Bitcoin.

Having done so, one thing would be very clear: there are plenty of problems with the way we do money. We certainly should come up with a better way–particularly if we can think of one.

We need a kind of money that will reliably hold its value over time. It should neither inflate nor deflate. This means the money supply must be able to grow and shrink in an elastic way, so as to properly match the goods and services circulating in the economy at any given time.

Do we really want a single, government-sponsored monopoly holding the power to determine the correct amount of money? It would be better, and much more sustainable to employ natural economic feedback principles to automatically regulate the size of the money supply.

Most importantly, our new money system should be consistent with the principles of individual choice and personal freedom. If we cannot be free to manage our own lives and enjoy the fruits of our labors, what benefit is there in any new kind of economic system? It would only benefit those who rule over us, allowing them to control more and more of our lives.

A new monetary system would not be widely accepted unless it were truly worthy of our trust. It should not require the power of government to force people to use it. Rather, people would adopt it naturally–because they recognize it is in their best interest.

We may have to persuade our politicians that it is the right thing to do. Some have a natural tendency to side with their powerful partners in big business. And that is not often what is really best for the people.

We don’t need new laws to tell us what kind of new money we must use. However, we may need to remove a few antiquated laws that protect the existing money monopoly that make it difficult for newer, more competitive alternatives to be adopted.

We saw how telecommunications first had to be deregulated before we could benefit from the choices we have in cellular phones today. Similarly, it may be necessary to disrupt the existing money cartel in order to enjoy choice in the kinds of money we use.


3.3.3.1 How it Works

In order to understand how CHIPs would work, let us return to the very basics of what money is. We have already shown that in every case, except the direct exchange of one commodity for another, money represents credit, which is a debt or an obligation of some kind.

When we “borrow” from a bank, new money is created in the process. And we must promise to repay the debt. Similarly, when we present a credit card in a restaurant, we also create new money. This too, is a promise to pay later.

But how is that payment going to take place? Sure, we can just say it will be paid with other money. But where does that other money come from? Is it all just a big circular loop of promises?

This is why not: our promises must ultimately be repaid with human effort. We agree to work somewhere in a job where we can exchange our efforts for someone else’s money, meaning their credit. Then we have to give up some of that money to cover our own obligations such as a home mortgage or short-term credit card debt. As we do, debt is redeemed, and the money supply gradually shrinks back down.

In other words, the eventual value always comes from our labors. Our willingness to work is the ultimate backing behind the money we create. This labor is the commodity that backs our credit money. We are the true source of its value.

We may incur a debt in credit card money, and pay that off with some of our checkbook money. We might even pay off our checkbook money with someone else’s money. But ultimately the debt can only be extinguished by human production. Someone is going have to do some work.

This is a natural result of the economic reality we have already discussed. We live in an entropic world so it takes work to make the things we want and need. That work, human productivity, is the ultimate commodity. It will be both in supply, and in demand, as long as mankind walks the earth and continues to be hungry, tired or cold.

The idea for CHIPs is simple: Since all money is backed by work anyway, why not explicitly measure it that way? Let’s make each unit of money equal to a standardized measure of human work and then money, and its source of value, won’t have to be such a mystery anymore. We will all know exactly what it is and where it comes from.



3.3.3.2 Why we Need New Money

The Federal Reserve dollar is eventually going to fail. It has to–just like every other currency that lacks a sustainable foundation of value.

The dollar is built on the flawed premise that the money supply must always be expanding. This may be fine as long as the economy is also expanding at a comparable rate. Then people and businesses may choose to enter into the required new debt voluntarily.

But if they don’t, and we begin to use artificial means to force borrowing, then the real value underlying the money supply begins to deteriorate. This loss of value eventually leads to a loss in confidence. And when confidence is lost, the system can fail completely. Then it will have to be somehow re-modeled, re-valued, or otherwise re-crafted.

Having discovered the fatal flaw in a monetary system based on fractional reserve banking, doesn’t it make some sense to start planning ahead? Shouldn’t we be experimenting now with complementary currencies so we can begin to make a transition before we are forced to by economic catastrophe?

There are many advocates of monetary reform. Some suggest a reformed currency should be backed by gold–not labor. It is true that gold has been one of the most reliable measures of value throughout all human history. But a valuation based on work could be even better. After all, even gold could conceivably fall out of favor someday.

Today, scientists can create minute amounts of gold in a laboratory setting. Some people have suggested mining gold from the asteroid belt between Mars and Jupiter. In fact the core of the earth may contain more gold than we could ever imagine. Given the right technological breakthroughs, gold could become much more common than it is today. If that happens, even a gold-backed currency would not provide the stability we all want in our money.

But even if gold becomes as plentiful as the asphalt we use to pave our streets, people will always be interested in a good back massage, a haircut, or a manicure. We will enjoy eating a well prepared steak dinner and a bowl of ice cream for dessert. And we will need talented craftsmen to build and maintain our houses.

Even if the whole job is eventually done by robots, someone will need to design, build and service the robots. In any world we can conceive of, mankind will still need to serve each other in order to produce the things we want and need to keep ourselves fed, warm and comfortable while we wait. The law of entropy says this must be so.

In a world where the money is backed by gold, those who own the gold get to control the currency. When money is backed by time and effort, those who do the work will have the control. And this is why money should ultimately be based on, and measured according to, human labor.



3.3.3.3 Credit Hours

As mentioned, CHIP stands for Credit Hour In Pool. The idea of a Credit Hour means just that–one hour of credit. The word “credit” implies the debt or borrowing we know to be the basis of nearly all money.

CHIPs are similar to today’s money in that you borrow, or indenture yourself in order to create the money. But what you pay back is not other money–it is the commodity of work, and the unit of measure is the hour. When you borrow, or create a CHIP, you are agreeing to perform the equivalent of one hour of standardized work in order to redeem it.

The words “In Pool” explain how all the credit hours created form the total money supply. Just like Federal Reserve dollars, all CHIPs are based on a uniform standard of measure. So they can effectively be traded and exchanged for each other in a standardized way.

This is not so much different from today’s credit money in that it is also backed by your promise to work in order to pay it off. But the true difference is in how the currency is measured, or valued.

For CHIPs, the unit of measurement is not some abstract unit like a dollar that can change its value at the whim of an unelected board of governors. Rather, it is linked directly to the commodity of human work. The holder of a CHIP is entitled to receive a standard hour of work whether it is redeemed today, next week, or in a year. Its value will never diminish.



3.3.3.4 Time is Money

This kind of money is referred to as a “time currency,” and CHIP is not the first proposal to suggest it. In fact, many different time currencies have been proposed and several have even been put into practice. One notable example is the system of “Ithaca Hours” created in Ithaca, New York by Paul Glover. Some of his ideas date back to a system developed in 1827 by Josiah Warren to test the labor theory of value, or the idea that all goods and services derive their ultimate value from the amount of work required to produce them.

Many of the basic ideas behind CHIP are not new. People have been proposing and experimenting with alternative monetary systems for a long time. But each one has suffered from one or more problems that prevented them from being adopted in a widespread way.

Perhaps the most notable flaw among some time-based currencies has been the notion that everyone’s work must be valued equally. In other words, an hour of cooking hamburgers is just as valuable as an hour of performing brain surgery. This idea is not supported by the laws of economics, nor by natural human behavior. So it should not be a part of any currency proposal we expect to gain widespread acceptance.

Likely, in the case of many time-based currencies, they were suggested not so much as a means of reforming the monetary system, but rather as an attempt to equalize pay across varying social strata. Introducing a new currency will be difficult enough anyway. Why also burden it with a political agenda–particularly a hopeless one which is entirely contrary to the laws of economics and nature.

In reality, some kinds of work are considered very valuable. And other work may not be so valuable. For example, you could work hard growing tasty peaches and apples people like, and want to eat. If so, they will probably be willing to trade some of their own time and effort for your fruit. But you might work just as hard producing Brussels sprouts or rutabaga which might not be as popular. If no one will buy them, your time would have been wasted, and of no value at all.

In economic terms, we call this being productive or unproductive. And because we are diverse and different, everyone works at a different level of productivity, or value. It doesn’t mean one person is any less significant as a human being than another. It just means we shouldn’t be forcing other people to trade labor with us at a rate any higher than what they are freely willing to.

Imagine a society where everyone is forced to earn exactly the same wage per hour. From one perspective, this might seem reasonable and fair. But in reality, you might prefer to trade your work for peaches rather than rutabaga. If an artificial regulatory requirement makes wages equal for the rutabaga farmer and the peach farmer, the result is, you will be eating a lot more rutabaga than you might have otherwise hoped.

In order to be adopted, a currency needs to be trusted. To be trusted, that currency must respect and support the natural laws of economics–not attempt to defy or overrule them. In order for a time-based currency to be accepted, it will have to accommodate the reality that different types of work have different values.

Another common flaw in past time-based currencies is that their value has been to tied to another already-existing currency. For example, the Ithaca hour was suggested to be worth $10. This may have been based on the notion that labor ought to be worth about $10 per hour. And people were free to charge whatever they liked for their labor–even if it was more or less than the standard “one Ithaca hour per hour of work.”

But there is a problem with establishing a value linkage between a complementary time-based currency and an existing currency–particularly one that suffers from the built-in design flaw of perpetual inflationary expansion. The complementary currency then becomes subject to many of the same weaknesses as the existing currency. In other words, why go to the effort of implementing a new complementary currency if it is no better than the one we already have? Why would a merchant want to accept a type of payment that is no better than the standard money, and less widely accepted by other potential trading partners?



3.3.3.5 Why Money?

As we have discussed, money has three important purposes:


	To facilitate exchange

	To store value

	To provide a standardized measure of value



A currency is not very useful for facilitating trade unless it becomes widely accepted. It is only good for storing value if it is likely to still be in similar demand in the future. And it is only useful for measuring value if its own value remains relatively constant over time.

So what might be done to make a complementary currency that would be superior to our current fractional reserve currency in the way it addresses these objectives?

Let’s start with storing value: If a CHIP truly represents an “hour of work,” and it can reliably be redeemed for that hour of work, then it will have intrinsic value regardless of what might happen to the prices of various other commodities in the economy. For example, if new technologies emerged to make the production of corn more efficient, the price of corn would naturally begin to fall. If a person happened to be storing his wealth by maintaining a silo of corn, he would lose wealth, or purchasing power, as a result of the new, emerging technology.

But if he stored his wealth in human work credits, he could use those credits later to grow corn at the new and improved efficiencies. If a CHIP produces a bushel of corn in the present at today’s prices, it might produce two bushels of corn in the future when the price of corn might be half as much. So if you believe human labor will always be in demand, the idea of using it to store value certainly makes some sense.

Next, let’s look at the purpose of measuring value: When new technologies emerge making it easier to produce the commodities we want and need, we can say those commodities become less valuable. It is now easier to produce them so we can either produce the same amount in less time or we can work the same amount and produce more. Either way, the price of the commodity will begin to fall according to the laws of supply and demand.

So we probably shouldn’t link our new complementary currency to any kind of commodity that is likely to become dramatically more or less valuable over time whether as a result of technological advances or because of artificial market manipulations such as hoarding or a market monopoly. Human labor again serves a valuable function here. Each person needs to consume a certain amount of work-product, or energy in order to survive. And each person has a certain capacity to produce such things by his own labor.

So as the population grows and needs more commodities to survive, so does the work force. If the population shrinks, its needs will shrink in proportion to its ability to produce. In this way, human labor forms the ultimate in elastic currencies. It is automatically sized to fit the human population and does not need a wizard behind a curtain in some government sponsored monopoly to artificially manipulate its volume in the economy.

Finally, consider the purpose of facilitating trade. In order to accomplish this, a currency must be widely acceptable to a broad range of potential trading partners. People will only accept a currency if they feel they can rely on it. And a fiat currency, or one which is not backed by anything, does not inspire much trust. Rather, its value will largely be a function of public perception rather than any actual productive power.

This is why the notion of a time-based currency is so important. It will always be redeemable for the most valuable of commodities, the ultimate source of all economic value: human work.



3.3.3.6 Promises

Returning to the idea that money is debt, you should be able to see how CHIPs are created. It is not that different from how fractional reserve dollars are created. Someone will choose to incur a debt, or an obligation to perform work in the future. In return for this private promise, he will receive Credits toward the future Hours worked, In a Pool of publicly recognized money.

CHIPs.

If you are willing to make a big enough promise, you should even be able to generate enough credits to trade for the big things you need like a house or a car. Now you just have to follow through with your part of the deal: you are now obligated to work for months or years until you have fully redeemed the debt.

Some more observant readers may be feeling a little uncomfortable about now. After all, doesn’t this all sound a lot like indentured servitude? One of our objectives was to respect the principle of individual free will. We don’t want to just substitute one system of involuntary servitude for another. So are there ethical issues with CHIPs we still need to iron out before it can become our ideal complementary currency?

First, let us not dance around the issue, just because the language might make us uncomfortable. Yes, any credit agreement is an indenture. And since indentures are ultimately backed by labor, they must be repaid by work, or servitude.

Remember, loans taken out under our current banking system create indentured servitude too. The only difference is they are indexed to, or measured by, a currency whose value can be more easily manipulated. There is nothing inherently wrong with debt. It can clearly be a good thing or a bad thing.

There are no ethical problems when a competent adult enters into a credit agreement of his own free, and fully informed will. By incurring the debt, he will have immediate access to capital he would not have otherwise had. He can buy a home or a car to meet the needs of his family today, even though it may take him some years to perform the labor necessary to fully satisfy the debt.

The key to making an indenture ethical is to make it voluntary. It is involuntary servitude, of any kind, that should be avoided. When a person obligates himself to future work, he must only do so after he has made the conscious decision to pledge his productivity in the future in exchange for benefits he can enjoy in the present.

The opportunity for indenture is a blessing because it allows human beings to leverage the endowment they each receive as a condition of their birth–their ability to work, and to convert that work into the things they want and need to make their lives more comfortable.



3.3.3.7 Making Chips

CHIPs would be created in very much the same way your checkbook money is created today. For example, you might go into a CHIP bank and ask to take out a loan. Your CHIP banker would want to know something about your health, your job and the prospects for your earning potential in the future. Your banker would also require some kind of collateral such as a house or car to be pledged as security. This, you would potentially forfeit in the event you failed to honor your obligations under the promise.

Your CHIP bank would need to have a good reputation among a community of similar banks. Potential trading partners would need to rely on the fact that someone, somewhere had done the research necessary to make sure you, and all other CHIP borrowers, would honor their debts in the future. Everyone would need to trust your bank. And your bank would need to make sure you do the work you promised.

So you could expect to be signing a credit document defining exactly what your obligations are under the loan. This is where CHIP manages the problem of how different kinds of work will be valued. Is one person’s hour of work the same as every other person? Or is there a fair and reasonable way we can allow for natural differences?

For purposes of standardization, a CHIP would be indexed, or linked to one hour of basic, or unskilled work. This would mean one hour of work that could be performed by any person, absent an unusual disability or physical impairment. It would presume a basic ability for speech and reading comprehension in the prevailing language of the culture. It would also assume an understanding of basic arithmetic and counting.

A task worth one CHIP per hour should be simple enough to complete satisfactorily without any particular training other than what you might expect in a normal pre-employment orientation. Some examples might include stacking boxes, sweeping a floor, or carrying materials on a construction site.

Your CHIP loan agreement would specify that you owe the bank a certain number of hours of this basic, standardized work. But that does not mean you have to stack boxes or carry bricks. Rather you can pay it off in any number of other ways.

Most likely, you are capable of doing work that is more productive than just pushing a broom. If so, you are free to pursue employment anywhere you can find a job. You might even want to create your own job.

In that job, you might be paid in CHIPs, dollars, or some other currency. If your wage is indexed to CHIPs, you will be able to earn more than one CHIP per hour. This is because one hour of your work is more valuable to your employer than is the hour of the teenager in the warehouse who is sweeping the floor. So it will take you less time than the number of hours you borrowed to pay back your CHIP loan.

If you get paid in dollars, you can certainly submit those to your CHIP bank as well. They will get processed at whatever the current market exchange rate is for CHIPs and dollars.

CHIPs will be great at retaining their value but chances are, the dollar will continue to lose its value. So likely, the dollar-to-CHIP exchange rate will vary over time. But that shouldn’t matter too much because, as the dollar loses value to inflation, your dollar-indexed wages should get cost-of-living increases and will go up over time.

If your pay is indexed in CHIPs, your wage would be a function of the kind of work you do and how effective you are at doing it. It would not be subject to fluctuations of outside market forces like inflation and tax policies. If you wanted to increase your pay rate, you would only need to acquire some new skills to qualify you to work in an area more in demand by other people–your ultimate trading partners.

Ideally your CHIP loan would be repaid at whatever multiple you are able to earn at your regular job. In this respect, it is pretty similar to a regular mortgage. The more you can earn, the less time it will take to satisfy your debt.

But there is one critical difference: with a CHIP loan, you can never be foreclosed just because you lose your job. Remember, what you owe the CHIP bank is work–not money. In particular, not the kind of centralized money that can fall into critically short supply due to a recession or monetary crisis.

Under the right kind of CHIP loan, if you can’t find a job, you might simply be able to give due notice to the bank and then show up ready to do your promised work. It would be the bank’s obligation to find something productive for you to do with that time.

True, you might only be earning the standardized base wage multiple of 1 CHIP per hour. But you would have the option of working off your obligation in this way as a last resort, or just until you could get yourself back into a more productive employment situation. Furthermore, it would be in the bank’s interest to put you in the most productive work they can find for you. The point is: as long as you are willing to work, there is no reason you have to lose your house or car.

Furthermore, your loan agreement could specify that you are only required to work part time, such as 20 hours a week fulfilling an incurred debt. This would be comparable to existing practices. For example, bank loans can be repaid slowly over time. And the level of monthly debt service should never be more than about half of your total wage earning potential. In other words, you need to still have other work time available to earn the other things you will need like food, fuel and recreation.

This repayment mechanism forms the basis of how a CHIP derives its core value. You can redeem each hour of CHIP indebtedness by performing whatever kind of work the CHIP bank has found for you.

This work might not be what you would have chosen, but at least you will have the opportunity to work and to keep yourself out of foreclosure. And as soon as you can find more productive employment, you can always go back to earning at the higher multiple.

If the CHIP bank fails to provide you with an employment option, you are under no further obligation and you still don’t lose your collateral. Only debtors who refuse to work would forfeit their property.

 



3.3.3.8 CHIP Banks
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This idea of a time-based complementary currency has much to recommend it. It would seem to hold its value well over time. And it would be a great way to standardize the measurement of value in other commodities. But could it really be possible to establish a new currency like this without the force of government and a powerful monopoly to run the whole thing?

In order to avoid disruptions to the economy, it would be important to phase such a system in gradually over a period of time. For example, it would be nearly impossible to have everyone just switch over to using CHIPs on a certain start date. And we wouldn’t want to force anyone to use a particular kind of money anyway.

Ideally, people would begin to use CHIPs when they want, and only because they want to. Similarly, in order to have CHIP banks, there would also need to be a natural, economic incentive to start one. It too would have to be a viable way to make a living for the person owning and operating the bank.

Ideally, a CHIP bank would be a small business. Due to the current, complex regulations on money, it is nearly impossible for a small entrepreneur to own a bank today. There are instinctive reasons why you might not want to deal with a bank that is a small business. But this is mostly a concern over putting your deposits into some institution that might become insolvent at some point in the future. That would not be an issue when taking out a loan.

The primary qualification for starting a CHIP bank should be pledging a sufficient amount of owner equity to reasonably back up the loans the company will create. Obviously, it will be important to keep crooks and charlatans out of the business. To succeed, a CHIP bank must responsibly evaluate the borrower’s earning power, properly evaluate the value of his collateral, and then fairly represent to the rest of the world, the value of the CHIP credits he is obligated for.

In our current economy, many have come to rely on government regulation to keep banks operating according to a standard set of ethical and performance standards. Unfortunately, this has met with only limited success.

In spite of the fact that banks are so tightly regulated, we witnessed massive lapses of responsibility and ethics in the run-up to the 2008 financial crisis. So there is no evidence a business will be responsible or ethical simply because it is large or is regulated by the government. In fact, the exact opposite may well be true.

As businesses get bigger, they are often more subject to pressures for profit, regardless of moral values. And it appears that government regulation of the banking industry has not assured us good ethics either. But regulation has virtually locked small business entrepreneurs out of the banking industry, leaving it to big banking businesses that are well connected to government and can get big tax payer funded bailouts whenever things go wrong.

The Internet has shown us how many things can now be done more efficiently using technology. Ebay is one example of a trading community that has been developed without the need for government to regulate the integrity of its participants. Today it is possible for two people who have never met, and will likely never meet, to complete a fair and beneficial transaction as buyer and seller.

Even though there are a few crooks operating on Ebay, this problem is minimized because potential trading partners can quickly and easily determine the other person’s reputation. When a trader engages in unethical transactions, his disgruntled victims have the power to file unfavorable reviews on the site. Soon the bad player is not trusted by anyone else on the platform.

So we see, government operated regulation is not the only kind of regulation that can work. And it is probably not the most effective one either.

Given a reliable framework for establishing and publishing a reputation, it should be possible for any set of peers to learn about each other’s trustworthiness in advance of any set of contemplated transactions. Possibly, such a framework could even be established world-wide where individuals certify their credit on a peer-to-peer basis. But that is not what is being suggested in this section. Under this construct, you would only have to prove your credit worthiness to your own CHIP bank. And the CHIP bank would take care of establishing its own reputation with its peer organizations.

In order for a CHIP bank to be trusted by other similar institutions, a number of things would be necessary: First it would have to adhere to valuation standards published and agreed to by its associated banks.

During the development of the Internet, we saw how peers cooperated, without government regulation, to develop and adhere to standards such as the communication protocols we use today for data transfers across millions of different users and thousands of different software providers. Similarly CHIP banks can work together decide on such things as reasonable loan-to-value ratios, fractional reserve standards and recommended fee structures.

Then CHIP banks would publish their internal metrics so they would be subject to the scrutiny of the public. Every CHIP bank would have full access to see exactly how much in assets, liabilities, and equity are held at any given time by every other associated bank. All such metrics could be rolled together into a composite fitness score that would give a quick indication of the overall fitness of each member bank. In this way, consumers could make an informed decision about where they would most like to take their credit business.

Outside auditing firms could be retained by the association to perform independent audits to verify published metrics. Member banks could also audit each other in various ways to keep the system honest. Consumer advocacy groups and even individual citizens would be able to perform audits on the system as well.

In order for any bank-based monetary system to work, potential trading partners need to have the cooperation of their respective banks. For example, if I want to buy something from you using a check, you have to be able to deposit that check into your bank, even if I bank at a totally different institution. These transactions are completed using a process called “credit clearing.”

During any given day of business, each bank will have a large number of transactions take place. Some transactions will be between two different customers at the same bank. In this case, the bank just debits the account of the payor and credits the account of the receiver. No physical money moves anywhere–they only need to change account values in a computer.

But banks also perform transactions which require transfers to or from a variety of other banking institutions. Some of these are incoming and others are outgoing. This can amount to a large number of separate transactions. Much of the activity will net out to zero, leaving just a balance in one direction equal the sum of all the transactions.

At the end of each day, each bank will have a net transfer of credit to or from every other bank with which it has transacted business in that day. Again, this can be done simply by entering numbers in a computer because money is debt and debt is money. No one has to carry a bag of gold across town from one bank to another.

Moving money from one bank to another simply means that one bank owes money to another one. That net debt, or money will land exactly where it needs to in order to satisfy the transactions executed by bank customers in that day. And the money will remain in existence until it is extinguished, or redeemed by the people who back the debt with their own labor.

Banks would not be able invent new money out of nothing, because each CHIP needs to be backed by an actual credit customer and their collateral property. Since all metrics are public, any malfeasance would not pass the muster of public scrutiny. That much cannot be said for the present Federal Reserve system.

In essence, the task of establishing the CHIP system is reduced to a technical one. For example, computers need to assure that a debt transfer from one bank to another is entered in the same way on each end of the transfer. What is a debit on one side must be a credit for the exact same amount on the opposite end. Otherwise, there is an opportunity for a bank to fraudulently accumulate money that does not have legitimate backing.

Here we would employ two methods: one is to learn from those who have already developed crypto currencies such as Bitcoin. Using modern public/private key algorithms, it is possible to do two things: verify the validity of a publisher of information, and ensure that only the intended recipient can receive it. In this way, daily clearinghouse transactions could safely and accurately be transmitted between participating CHIP banks.

According to the publishing standards mentioned above, peer banks would be able to audit the transaction logs of their competitors, comparing the results to their own books. Anyone fiddling with the numbers in their books could be reasonably detected and exposed. Once caught, an offending institution’s reputation would be forever tainted and they would be hard pressed to ever engage in the bad behavior again. So the incentive would be to cooperate and to do it honestly or face expulsion from the CHIP community.

A further incentive for good and ethical dealing would be an equity standard. In order to get a good fitness score, a CHIP bank would have to have a good equity ratio. Equity is the capital contributed by the people who own the business. So the equity ratio is the amount of wealth the bank owners and operators have put at risk, in comparison to the amount of CHIP loans they maintain and service.

So maybe you would like to start a CHIP bank. It sounds like a great deal to be able to make loans to people with money you don’t even have and then earn interest on it, right? In order to do that, you would have to put up some collateral of your own.

This is just like the reserve requirements in our fractional reserve system of banking today. So let’s say you want to make loans in the amount of 1M in your brand new startup CHIP bank. It might be very difficult to get a good fitness rating because you will be a brand new player in the market and people won’t know how to evaluate your reliability. So because you have no existing reputation, you will have to put some money or property up as security.

Let’s say you own a commercial building currently valued at 50,000 CHIPs and it has no existing debt against it. You start by putting that on the balance sheet as the equity capital of your bank. As part of your charter, a lien is recorded against your building in favor of the bank. This will provide additional security for associated banks who will be trading credits with you.

Finally you open your doors to your first customer who has a home valued at 20,000 CHIPs (20 KC), has a good reputation in the community, is healthy and has been employed at a good paying job consistently for the last 10 years. So you lend him 15,000 CHIPs (15 KC) and record a first position lien against his house.

Your 15 KC loan represents a 75% loan-to-value ratio on the home that is worth 20 KC. So you are well collateralized. In addition, you have a solid customer who seems capable of working to pay off the debt. So you make the loan.

No additional money of your own is required because you will be creating it in the act of making the loan–just like our current banking system. All you need to do is make the appropriate entry in the bank books to reflect what has happened. The 15 KC loan becomes a debit to the assets section of your balance sheet, under loans receivable. There is also an offsetting credit for 15 KC under liabilities, customer deposits.

You now owe your customer 15 KC in credits and he owes you the same amount in loan repayments later. The net worth of your new bank hasn’t changed at all. You just have more assets and more liabilities in an equal amount.

You also make an entry in your computer, but not on your accounting books. This reflects the current valuation of your borrower’s home at 20 KC so other associate banks can see you have been careful to properly secure your borrower’s debt.

Now imagine your borrower wants to use some of his newly created CHIPs to buy a new car. He shows up at an auto dealership where cars can be purchased with CHIPs and he flashes his newly issued CHIP debit card. Like a check, the card does not cost anything other than a very minimal processing fee. And like a regular debit card, it will only be honored if the computer says there are sufficient funds to back it up.

Next, the computer at the dealership’s CHIP bank automatically sends an inquiry to your new CHIP bank’s computer. Using secure and encrypted protocols, the inquiring bank is able to determine several things about your new CHIP bank:


	Your composite fitness score and rating.

	The amount of collateral you have on hand to back up your issued credits.

	The amount of equity you have pledged as a bank owner to further guarantee your issued credits.



Since you are a new CHIP bank, you will not score very well on the experience rating. This might trigger a more in-depth query involving other readily available information such as:


	The identity and reputation of the appraiser who valued your commercial building and the identity and reputation of his insurer.

	County records regarding your borrower’s home which was pledged as collateral.

	County records regarding the commercial building pledged as owner equity.



Ultimately, it is clear you have sufficient collateral and equity well in excess of the liabilities on your balance sheet. So your borrower’s transaction is approved and the funds are transferred.

Once completed, your books will now show an obligation to the dealership’s bank. Liens will exist on your equity collateral as well as your customer’s collateral. Because of your bank’s obligation to the dealership’s bank, they will have a legal pathway to collect value under those liens if it is ever necessary. Everyone’s debts will be fully secured.

Now let’s assume something bad happens. Your borrower gets in a car accident on the way home and is killed. His earning potential looked so good just hours ago and now your hopes for repayment are dashed. What had looked like a great store of value, backed by human earning potential didn’t turn out well.

But in reality it’s fine. Your small contribution to the money supply is still intact. Everyone is going to remain whole. Even your bank equity is not yet at risk.

The reason is, you still hold the house as collateral. So over the coming weeks, you commence a foreclosure action. One of two things will happen: either your borrower’s estate will have other assets and will pay off the loan completely along with fees and accrued interest. Or you will take over the asset and sell it. Either way, your bank will be made whole and you will be able to satisfy all its obligations.

Now let’s assume something else bad happened. In the months following your borrower’s death, new technology suddenly emerged relating to the production of homes. It became cheaper to build a home than it had ever been before. Because of this, when you attempted to sell the foreclosed home, you were not able to get the full 20 KC.

If you were able to get at least 16 KC, all is well. You can still pay off the note and return a little bit to your customer’s estate. But if you only get 14 KC, now you have a problem. You have created money in the amount of 15 KC but you only have 14 KC of actual value to back it up.

This is where your equity comes in as a final stop-gap. Now the world of CHIP banks have a potential claim on your commercial building for 1000 CHIPs. And you will have to do better business on other loans to make up the difference before your equity becomes clear again. The money in the system is still good and it will take a lot more misfortunes like this before all your equity is used up.

The keys to this system are:


	Loans must be made at responsible loan-to-value ratios

	Appraisals must be fair and accurate

	Bank owners must pledge sufficient amounts of equity which will be at risk if they manage the bank irresponsibly

	The whole system must be transparent and subject to public inspection and scrutiny



Another important factor has to do with the ongoing value of collateral properties throughout the term of the loan. It would be ideal if the loan-to-value ratio did not degrade over time.

Because we are accustomed to valuing real estate in dollars, we have come to think such investments always appreciate, or become more valuable over time. But in a market not artificially skewed by systematic inflation, this is not generally the case.

Certainly in cases where land is becoming scarce, we would expect the value of that land to increase in real terms. But when much of the value in a real property is due to structures constructed on the site, we would expect that value to decrease, or depreciate gradually over time. Buildings and other improvements degrade over time and must eventually be replaced. As they wear out, they become worth less and less. Should a CHIP banker have to worry about his collateral losing value through the term of the loan?

Just like a regular loan in dollars, CHIP loans should gradually get paid down over time. As long as the loan term is less than the expected life of the improvements on the collateral, things should work out pretty well. As the collateral becomes less and less valuable, the loan balance is also being gradually reduced. It should be part of a solid loan underwriting strategy to make sure this dynamic is kept in the proper balance. Periodic appraisals throughout the loan term can be done to make sure this is the case.

But there is an even more important revelation that becomes evident as soon as we begin to value collateral in terms of hours instead of dollars. The value of land will purely be a factor of supply and demand. How badly do people want to own a particular location? In other words, how many hours would a person be willing to work to become the owner of a particular parcel of ground?

But when it comes to constructed improvements such as a building, the valuation process is much more straightforward. How many man-hours would be required to build the structure? That’s it. A building, a road or a parking lot is worth exactly the number of hours it would take to reproduce it. It never appreciates. And other than gradually wearing out, it never really loses value.

CHIP loans have the potential to be more reliably secured than dollar loans because the method of valuing the collateral is more predictable. Risk is reduced for the lending institution so the chances of failure are reduced.

But what if everything goes wrong? Your borrowers all die, your collateral is not worth what you had hoped, and your equity is not enough to cover the remainder. If responsible practices are followed, this would be very rare indeed. But let us consider it anyway.

In our current central banking system, a bank fails when federal regulators declare it insolvent. If depositors are at risk to lose money, the federally managed bank insurance fund is used to make up the difference. Then the failed bank is either liquidated or sold off to another bigger bank.

The result is, smaller banks go out of business and larger banks can buy them up with the losses being covered by the Federal Government. This means big business gets bigger, small business is filtered out by ever more complex banking regulations, and irresponsible banks are taught that if they fail, the tax payers will step in to cover the loss.

But with a CHIP network, banks can be continually monitored by other member CHIP banks making it possible to detect a weak or failing bank long before it becomes completely insolvent. It would be possible for association members to agree in advance that failing banks will submit to an association-managed foreclosure any time their metrics drop below a predetermined level.

As mentioned, entrepreneurs who want to get into the CHIP banking business would have to pledge enough personal capital to meet association standards. Like any other business venture, they would put that capital at risk in exchange for the opportunity to be successful and make money. If they succeed, there will be one more successful and profitable CHIP bank in a growing association. If they fail, their equity will be sacrificed. Tax payers will not be forced to cover the loss and bail out the failed business.

The failing bank’s assets and liabilities would be absorbed by the rest of the CHIP network, the value of the monetary system would be protected, and all the CHIPs in circulation would retain their integrity and hence their value.

 



3.3.3.9 Constitutional Issues
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As we consider proposed monetary reforms and the possibility of new complementary currencies, it is important to consider how they would be affected by current laws. Many critics of the Federal Reserve point out that Congress has been given constitutional power to coin and regulate money but they have relegated this responsibility to a non-governmental institution which operates outside their control and so is not accountable to the people. This is a legitimate concern and deserves careful consideration.

The Constitution also places certain limitations on the states in regard to money. So are complementary currencies even legal under the Constitution? Or do we have to rely on the federal government for any money we might hope to use in the future? And if they have off-loaded this power to a government supported monopoly, are we then stuck with it forever?

Let us examine the powers of Congress enumerated in article 1, section 8. Among other things, it says: “Congress shall have power … To coin Money, regulate the Value thereof, and of foreign Coin …” So if Congress has the power to coin money, we need to ask first if this is an exclusive power. And does it apply only to coinage, or is it meant to apply to all forms of money?

First we should notice, it does use the term “coin money” which seems to apply specifically to regulating the gold and silver content of metallic coins. Do we have to apply this also to the issuance of paper money and/or the creation of credit money?

Furthermore, the language does not necessarily indicate that this power to coin money is exclusive only to the Congress. For example, an adjacent and parallel clause empowers Congress to establish post offices. However, no one would reasonably assert that this would exclude the private sector from establishing a competing business such as United Parcel Service or Federal Express.

The US Post Office exists as a government operated enterprise in the business of moving letters and parcels to and from various addresses around the world. Due to government subsidization, it does enjoy some degree of a monopoly. Yet privately operated businesses still compete head-to-head in exactly the same space, pricing their product as they choose, and are largely independent of government dictates.

Although many of the powers enumerated in section 8 seem like they could, or even should be exclusive to Congress, apparently not all are.

There is also other evidence to support the idea that Congress does not have an exclusive lock on the power to create money. As we have discussed, most money in our economy is not represented by a coin but rather exists as a debt or an obligation. Certainly there were also such debts and obligations existing in the founders’ day. Credit money is not a new invention. It has existed for as long as mankind has been doing accounting.

But this is not the kind of money the founders mentioned in section 8. Rather, they were talking specifically about the standard reference money of their day, gold and silver coins. Those forms of money are really commodities, packaged into standardized weights and measures, and then used to establish a measure for money.

While we still use some coins in our modern commerce, this kind of money represents only a small part of the overall supply. There is nothing in the Constitution giving Congress the exclusive right to generate notes payable or other similar instruments of credit. To think so would be ridiculous–everyone clearly enjoys this right.

You remain free to establish credit with anyone you like, as long as they are willing to accept your promise. Modern money, including paper money as well as checkbook money and credit card money, all represent such promises.

To reiterate: this includes the short-term credit money you create when you use your VISA, MasterCard, or other credit card. The government has not found such money to be unconstitutional, even though it is created in the private market every day. If VISA can use private credit to create money measured in dollars, why can’t another private business use private credit to create money measured in CHIPs?

One further observation about Section 8: It is strange how the language almost sounds as if Congress is expected to regulate the value of foreign coin as well. This wouldn’t make any sense since the composition of foreign coin is sure to be controlled by the foreign government who creates it. Rather, it should be understood simply that the federal government is expected to manage the way the United States would interact with the other countries of the world. Congress clearly has the power to impose such duties and import/export taxes to regulate how its official United States coinage would be valued in relationship to the coinage of foreign governments.

Article 1, section 10 contains limitations on state governments that are relevant to the regulation of money. It says: “No state shall … coin Money; emit Bills of Credit; make any Thing but gold and silver Coin a Tender in Payment of Debts…” So it seems pretty clear: Congress can coin money but the states cannot.

But it is interesting, the states are also prohibited from emitting “Bills of Credit,” or borrowing. From this we see clearly, the founders were very aware of the concept of creating paper money, or debt. And they did not want the states involved in it.

It is also notable that they did not include this type of language in section 8 when discussing the powers of Congress. This lends further support to the notion that section 8 was more about establishing standards for coinage than it was an attempt to monopolize the creation of credit, or paper money.

The next important limitation on the states is that they may not pass a law establishing anything as “legal tender” unless it is a gold or silver coin. Remember, a legal tender law is one that says the government will not enforce your agreements with other people unless you agree to accept the type of payment they have declared as legal tender.

In a very real way, this forces you to use the kind of money the government wants because if you don’t, your contracts can not be relied on. The Constitution does not seem to contain any explicit statement about Congress having the power to establish what types of money constitute legal tender. It just tells us the states can establish nothing other than gold and silver coin as such.

Can the federal government force us to use Federal Reserve notes as money? Should it really have that power?

Probably not–particularly if you believe in the 10th amendment which tells us, the powers of the federal government are limited to those explicitly identified in the Constitution. All other powers are reserved to the states or the people.

So it would seem, in the case of money, the federal government was just supposed to create standards of measure for the value of coinage. In other words, how much gold is equivalent to one dollar? It would be up to the states to decide if they wanted to make legal tender laws or not. They were just prohibited from specifying anything besides those gold and silver coins as such legal tender.

Clearly this leaves the door open for states to operate without legal tender laws at all if they want. It also implies that legal tender laws, if enacted, are expected to originate at the state level, and not at the federal level.

So can you operate with money that is not legal tender? Of course you can. Your VISA card is not legal tender and it is still very well accepted.

If a buyer and seller both agree to use something else as a medium of exchange, they certainly should be able to do so. In a civil society that cares about choice, the courts should still enforce their contract whether payment is specified in gold, wheat, corn, or hours of labor.

We don’t need those things to be legal tender in order to use them as payment. We just need the government to refrain from declaring anything as legal tender and agree to enforce our contracts according to the way we have chosen to enter into them.

Ideally, a state would only establish laws dictating what form of payment you must make when you are engaging in a transaction with the state itself. In other words, when you are paying your taxes. But otherwise, governments should support individuals and companies exchanging value in any medium they might mutually choose.

 



3.3.3.10 Legal Hurdles
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The idea of CHIPs, and other complementary currencies, is clearly in harmony with the Constitution. This is particularly true when we think in terms of what the Constitution was intended to accomplish: To create unity and improved economic cooperation between the states, while establishing limitations on the Federal Government so it would not become too powerful and begin to usurp the natural rights of the states and the people.

The people, whether acting as individuals or in groups, should enjoy the right to engage in contracts to trade their goods and services with each other. This is included in the right to pursue happiness spoken of in the Declaration of Independence. And it is part of the right of assembly enumerated in the First Amendment to the Constitution.

In the exercise of this right, we should enjoy the freedom to borrow from, and lend to, each other on mutually acceptable terms.

As we have discovered, there are really two different kinds of borrowing:


	You borrow something that actually belongs to someone else. When applied to loans of money, we often refer to this as “private lending” or “secondary lending.” This means, the lender already owns monetary credits, or the promises of a third party, and then he lets someone else make use of those credits, for a time.

	Then there is the kind of borrowing you do when you take out a bank mortgage. As we have discussed, new money is created in the process. You are not borrowing existing money, or credits. Rather, you are trading new promises with the banking system in order to guarantee your less dependable, personal credit. We might more accurately refer to this process as “credit certification.” If anything is being borrowed, it is the reputation of the bank.



Competent, informed adults should be free to engage in either of these types of transactions as borrower or lender, mortgager or mortgagee. The Constitution creates no singular right of government, nor does it impair any natural right of the people in this regard.

But it is a completely different matter when considering the laws we have enacted since ratifying the Constitution. Have our laws stayed true to the constitutional principles of natural rights and limited government?

As already discussed, credit certification, or what we have come to know as bank loans consists of two parties trading promises with each other. The borrower’s promise is of value to the bank because it is secured by property and will produce the valuable commodity of human labor in the future. The bank’s promise is of value to the borrower because it is trusted by other people. It can be traded more readily than individual, unsecured credit promises.

So the two parties are trading value for value, promise for promise, and simply because it is in their best individual and mutual, interest.

This explanation helps us look at something old and familiar in a brand new way. So let us also take a fresh look at something else we think we understand: our employment, or our jobs.

Like a mortgage, this is also a trade. In this case, one party provides the commodity of human labor directly. He goes to work. The other party also provides human labor back again. But he does it by offering the promise of human labor, work credits, or money.

You go to your job and you do work. You do this because you are good at what you do. And particularly, you may not be good at other things which you still need to have done in order to survive and live happily.

For example, maybe you work on a farm growing fruit and vegetables. You are good at this and you can produce a lot of food–much more than you can eat yourself, and at a reasonable cost. But you are not very good at fixing your own truck or tractor.

For this, you need to cooperate with a mechanic. He goes to work each day working on trucks and tractors. He does this because he is good at it. He can do a lot more of this kind of work than he needs for just his own equipment. And he can provide it at a reasonable cost and value.

If each of us could predict and locate all the trades of labor we needed with perfect precision, maybe we wouldn’t need money at all. We could just trade work for work, value for value with each other and everyone’s productivity would be better than if we had to perform every individual task on our own.

But the much easier way is to generate promises for future work, credit, or money. That way, when you go to work, you can exchange your direct labor for labor credits. Then, as you figure out what you need from other people, you can exchange your labor credits, or money in order to get it.

Whether you buy someone else’s work, or the product of their work, the result is the same. Consider the entire cycle: work, get paid, buy something. You are actually exchanging your work for someone else’s work.

It is just facilitated by money, credit, or promises so the different bits of work can occur in different times or places. Having a medium of exchange makes it so much more efficient. But it can also cause us to forget that commerce is ultimately an exchange of one person’s work for that of another.

The thing we call employment, is really just a trade of labor. You may have already picked up on this other subtle point: so is shopping. It is interesting to divide these trades into 4 groups, call them by their common name, and then understand how they are just a trade of human labor.


	Person to person, or private trading.

You might pay a neighbor for a used car, or for some extra food he produced in his garden. Maybe you give the neighbor kid $20 to mow your lawn or to take care of your dog while you are away.

These transactions are quite informal. The government typically has a hard time regulating this activity because there are a lot of people and a lot of small transactions. Besides, people are voters and we don’t appreciate too much meddling from government–at least when it affects us. So we still enjoy a fair amount of freedom in private trades.


	Person to group, or shopping.

In this case, you might go to a grocery store to buy some vegetables. Or you might pay for a car from a dealership or a used car lot. The only difference here is the party on the other end probably consists of more than one person, or a group. We call them a corporation.

That name implies a body or a group, acting as one. So it is nothing more than multiple people, working together to act as a single trading partner with you. And you are still trading labor for labor, value for value.

But in this case, the government wants to get very involved in regulating our transactions, probably because there are fewer corporations than people–particularly when we are talking about large corporations. It is easier to monitor and regulate their activities.

Sometimes, politicians respond to the voters to force corporations to do things a certain way. For example, businesses might be required to offer warranties or returns if you are not satisfied with your purchase. Government may force a business to tell you the ingredients in a certain product, or they may require businesses to pay licensing fees, tariffs, or taxes.

But corporations have their own power as well. Although they don’t vote directly, they certainly can provide money to politicians in exchange for the favors they want. Sometimes laws are passed requiring you to buy a product you might not otherwise choose. Or you might be required to buy from a certain provider rather than one you would have otherwise selected.

There can be some advantages to this layer of government regulation on your shopping. But it can easily get out of control and end up depriving you of choice, rather than enhancing your quality of living. This is most likely what the Founders wanted to prevent when they placed Constitutional limits on the federal government.


	Group to person, or employment.

Even more than shopping, employment has become very over-regulated. There have been many historical abuses on both sides of these transactions. Corporations have sometimes taken advantage of employees, using power and circumstance to limit the natural choices those employees might otherwise enjoy. This has been done in order to enhance their own profits or to take other advantage in the transaction. The result has been for politicians to respond to voters and place stricter controls on how one trading partner, the company, must behave in the transaction.

But this has resulted in many abuses on the employee side as well. Labor laws now greatly favor the employee and give very little advantage to the employer. For example, once entered into, it may be very difficult for an employer to terminate a trading relationship. Corporations may be forced to employ people they might otherwise choose not to employ.

But such regulations do not exist in the other direction. Can you imagine the government preventing you from quitting your job without due cause? What if your employer could force you to continue working for him, unless he really did something unfair to you? What if you want to quit just because that is what you want? Shouldn’t you have the right to end the relationship for any reason and at any time?

What if the government could force you to produce a certain amount of work-product in each hour. Maybe you work in a factory and if you don’t load the minimum number of boxes each hour, you might face government penalties and fines.

Through the evolution of our laws, we have seen times where government favors employers. And we have seen times where it favors employees. Neither is desirable.

The better path would simply be to favor choice. Trading with other parties, whether as a group or as an individual should be purely optional. You should not be forced to trade with someone you would not otherwise choose–for any reason. And you should not be prevented from trading with another person when both parties are competent, informed adults, both desire the transaction on their own terms, and the completion of their transaction would not bring undue harm to outside parties.


	Group to group, or business-to-business transactions.

There is still a degree of regulation in these transactions. However it is much less political when individual voters are not involved. Perhaps we feel corporations are more able to fend for their own interests and so require fewer protections.

Regardless, there are still abuses of government power and favoritism. Most often this is manifest when a particular business, or sector gains the favor of government and is able to use the power of regulation to enhance its own profits.

Too often, laws can be used to direct transactions to a corporation that is a friend to powerful people in government. When this happens, the natural laws of economics are impaired. Natural forces of regulation are not allowed to operate. And there are nearly always undesirable consequences.

As with any other trade of value, corporations should be left to freely choose their trading partners as long as they don’t bring undue harm to outside parties.




In short, government regulation has reached farther and farther into what ought to be our private transactions. We are supposed to be free to enjoy our lives and our liberty. We should be able to pursue happiness in the way we choose.

Working is a pursuit of happiness. We work to obtain the things we want and need. We own that work, and the things it produces. No one else should be able to take it from us by force, even if they have friends or allies in government.

The primary obstacle to implementing CHIPs is, we have allowed government to regulate our individual trades of value much more than was intended by the Constitution. Because government has become party to each of our transactions, we allow it to define how and what we may trade.

If the federal government can pass a law defining a minimum or a maximum wage, they can certainly pass a law restricting direct person-to-person trades. How would you like that? What if you couldn’t buy eggs from your neighbor down the street, but instead were forced to buy them from a government-approved grocery store?

If a truly viable complementary currency begins to take hold, what is to prevent Congress from passing a law preventing you from using it? This is where, as a country, we need to return to the original Constitutional values of limited government. When we truly want to be free, we will limit the power and scope of the federal government to allow us to trade with each other without constantly being told how to do it.

Until the voting electorate can understand this, we may not be ready for the true freedoms we could enjoy from CHIPs and other monetary alternatives.

This leads us once again back to the specific example of legal tender laws. The CHIPs system enhances our understanding that commerce is the act of trading labor for labor. But labor is not a legal tender. Only the Federal Reserve dollar is.

One way to prevent CHIPs from succeeding would be for the government to refuse to enforce any agreements involving CHIPs. We can certainly expect big banking interests to feel threatened by the competition arising from competitive currencies. Just as other big businesses lobby government for protective policies, they should be expected to make every possible attempt to invalidate or prohibit CHIPs.

For example, banks might claim a CHIP contract constitutes an unjust indenture because it requires a person to work. They might try to free CHIP borrowers from their CHIP bank contract to show how compassionate they are. Once the contracts were unenforceable, a CHIP could lose its basis and therefore, be of no value.

Government regulators might try to declare CHIPs a commodity. This would force traders to compute a capital gain on every transaction, as they now must do with Blockchain-based cryptocurrencies. This would be a difficult legal position as a CHIP is clearly a credit obligation.

Bureaucrats might try to declare CHIPs a security, subjecting it to regulation by the Security and Exchange Commission. This would also be a difficult legal position as trade payables and receivables are clearly exempt from such regulation.

Regardless, those in power are sure to fight against any successful reform of the monetary system. It will be important to ask some critical questions:


	Why do we need legal tender laws at all?

	Why would we ever want the government forcing us to use a single type of currency in our contracts?

	What business is it of the Federal Reserve Bank to care about what kind of money we might choose to use in our private trades?



Remember, government regulations nearly always end up favoring established bi business monopolies and protecting them from smaller would-be competitors. Legal tender laws are no exception to this rule.

First, the government empowers a private monopoly, the Federal Reserve, to issue credit money notes which we all become responsible to pay for through our income taxes. Then our government enters into debt agreements which we have not consented to, but which indenture us all to perpetual labor to service the ever-rising debt. Meanwhile, we are virtually prevented from entering into private contracts with other individuals which involve payment in any medium other than government-approved Federal Reserve dollars. The government builds a monopoly in the financial market and then forces us all, by law, to use its product.

Ideally, U.S. government dollars should work just like privately created credit money. Remember, money is debt. Rather than borrowing all money from an official central bank, our government could just create money either as printed dollar notes or as electronic numbers in a government-owned bank account. The government could then spend those newly created dollars for the type of goods and services it should appropriately be buying according to the powers granted to it by the Constitution. It would then accept those same dollars back as payment of federal taxes. As long as the money spent by government is roughly even, over time, with the money it collects in taxes, then the notes issued will eventually be extinguished and the federal budget will automatically balance.

In such a system, federal money would quite literally be measured in tax credits. A tax credit, even if not backed by gold, would have inherent value because it could be used to satisfy a tax liability. Whatever other currencies were in primary use in the economy, people and corporations would have to buy federal tax credits in order to pay their taxes. As they purchased these credits, the government would obtain the purchasing power it needs to fund the services we want it to perform.

In an economy based on choice, the only entity that should be forced to accept a particular type of note, or money is the entity that issued it. In other words, if I promise to pay you something in the future, then I, and only I, should be required to honor that obligation. In like manner, the government should not force us all to accept its federal notes, or money.

We should be free to accept whatever kind of money we agree to in the course of entering into consensual contracts with one another. And our state governments should enforce those contracts without regard to the form of compensation they require.

When the government issues notes, or credits of its own, this is the act of borrowing on the credit of the United States. It is authorized in article 1, section 8 of the Constitution. And as such, only the federal government should be required to redeem those notes in satisfying the only obligation we should have behind them–the paying of federal taxes.

 



3.3.3.11 Sizing the Money Supply
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One of the primary arguments for the Federal Reserve is, we need an elastic, or re-sizable, money supply. Presumably, someone needs to have his hand on a lever that either makes more dollars or destroys some, depending on what is needed at the time. An obvious question is: who gets to make that decision, and on what basis?

Are we just supposed to accept that an emergency stimulus bill injecting billions of new dollars into the economy is good for everyone? Or is it possible such a thing might be good only for some people and maybe bad for others? Maybe a spending stimulus is good for banks and bad for regular working people. Maybe it is good for Wall Street investors and bad for taxpayers.

The Federal Reserve system is essentially a coalition of all the banking powers in the country. When they make a decision to adjust interest rates or to stimulate more borrowing, whose interests do you think they are most likely to represent? Yours?

Who should have the power to decide when our money supply will become bigger or smaller? Since we now understand that money is debt, we can gain some insight by rephrasing the question: Who should have the power to decide if and when we will go further into debt?

Like many questions, it depends on what you are trying to accomplish. Are we just trying to keep GDP high so politicians can claim they are doing a good job? Are we trying to keep the price of stock market securities high so Wall Street brokers and fund managers can continue to skim profits off the top of the economy? Or is there something else we should focus on instead?

What if our monetary policies were instead designed to improve the prosperity, meaning the personal balance sheets, of regular Americans like you? Wouldn’t that be better than simply trying to maximize the amount of money that gets spent each year?

Our current monetary policy holds each of us in a degree of bondage. The federal government has incurred a certain amount of debt on our behalf but without our consent. Yet it is still our obligation to make payments on that debt.

We do this, in part, by paying our individual income tax. But much more significantly, we do it by paying more for every product and service we buy so corporations can pay their corporate income taxes.

Every year you are in the workforce, a certain percentage of your time is consumed just to service federal expenditures. For most people, this consumes the weeks between Jan 1 and sometime in April or May. For others, it is longer. Only after that obligation has been serviced, can we begin to earn money for ourselves and the needs of our families.

How much of your year is eaten up in taxes? Even if you are part of the nearly half of the population who don’t pay personal income taxes, you probably still lose a significant portion of your total productivity to the corporate income tax. At every level of production, companies who have to pay this tax mark up their prices in order to pay it. They also have to raise wages for their employees so they will have something left in take-home pay after all withholdings have been applied.

All these increases end up being funded by you, the consumer. You may not think you are paying income taxes but you are. If not for these taxes, everything you buy would be that much less expensive. The extra money you would have left over could be used to improve your quality of life.

If you are part of the group who do pay personal income taxes, then you will also pay an additional 20% to 35% of your total productivity. And the really sad thing is, in spite of all these taxes being paid, they only represent a fraction of all the money being spent. Each year the federal government goes further and further in debt, effectively passing the burden onto our children and grandchildren.

As of 2019, the total amount of US federal debt attributable to each man, woman and child in the country is close to $70,000, and it is rising rapidly. That is like having two extra car loans you have to deal with every month in addition to all the other things you have to pay for.

But what is worse, you will never get it paid off. In fact, it will grow each year and you will never get out of the hole because someone else is incurring new debt on your behalf faster than you can pay it down. You just have to keep working in an endless cycle, making your payments on an obligation you can never satisfy.

You are indentured in the service of the central bank and those who benefit from the largesse of the federal government.

Let’s consider this critical function of the Federal Reserve to manage the size of the money supply. What is the correct number of dollars to have in existence at any given time? Let us re-ask the question as we did before: How much debt should there be at any given moment?

If you value choice, the answer is simple: The correct amount of debt is exactly that amount people choose to enter into of their own free, competent and informed will. It should not be a penny higher or lower. Non-consensual debt is involuntary servitude. And that is the natural consequence of an artificially managed money supply.

What about the argument that the economy will suffer if we allow people to choose their own levels of debt? Some will benefit from government stimulus and traditional measures of “the economy” like an ever-increasing GDP. But these tend to be parasites on the rest of the economy.

Products and services which are valuable and naturally in demand, don’t require government stimulus spending in order to thrive. It is only those providers with whom we would otherwise not choose to trade that need the extra push. They are the ones who may need the help of government to survive.

If you are an individual consumer, what difference does the GDP make in your life? You should be more concerned with your individual and family balance sheet and not the total amount of money being spent on some government boondoggle.

A strong GDP does not cause economic prosperity for individuals. Rather it is an indication of the underlying productivity in the economy. It is an effect–not a cause.

Said another way, it does not matter how much you are earning with your right hand, if you are losing even more with your left hand. The true benefit would be to increase your assets and decrease your liabilities. That way, you will have more things to enjoy and more value to trade for the things you really want and need.

If we had a healthy supply of choice-oriented alternative currencies at work in the economy, we could trust the economic laws of supply and demand to regulate the size of our money supply. We would not need an artificial regulation mechanism.

We can trust that when money begins to become too scarce, it will become more valuable at the same time. A natural incentive is developed to create more of it. In other words, if extra liquidity is needed, people will be incentivized to borrow in order to produce it.

Likewise, when money becomes too plentiful, there will be a natural tendency to pay down debt and shrink the supply. We do not need an antiquated and monopolistic cartel of bankers to tell us how indebted we need to be in order to optimize some false metric that means nothing to our individual wealth and prosperity.

 



3.3.3.12 Inflation and Deflation
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The CHIPs free-market approach to regulating the money supply brings up a question about inflation and deflation. We have come to accept those words as though they are a natural part of life. But it is possible they are only so within the context of a central banking economy.

As was mentioned before, there was virtually no inflation of the currency during the century or so prior to the creation of the Federal Reserve. How was that possible? Likely, it was because of the stability that comes from allowing the natural feedback processes existing in a free money market to do their work. As long as gold was the prevailing measure of value, and people were free to decide how much credit would exist in the economy, there was no particular reason why the currency would ever have to become debased.

So what is the natural course of a more open monetary policy? What should we expect of our currencies in an economy free from a government sponsored money monopoly?

First, we can recognize that if a currency is backed by something of inherent value, there is no need for inflation or deflation, at least in relation to the value of the backing commodity. For example, a CHIP will always be worth an hour of unskilled labor as long as the contracts backing it specify it as such. It won’t matter how many people take out CHIP loans so it won’t matter how big or small the money supply gets. One CHIP will always be worth the same amount of labor, regardless of how many CHIPs are in circulation.

But how would CHIPs affect the price of real things we buy like gas, or food, or entertainment? We have become accustomed to prices always rising on nearly everything. It seems like each year it becomes more and more expensive to live. Whether inflation is officially reported or not, it definitely feels like inflation if prices are always on the rise.

The answer is this: Inflation and its effects, such as the ever-rising prices we see are artificial. They are the artifacts of a system that is engineered and managed to create steady inflation at a rate of about 3% per year. If your wages don’t go up by the same amount, you are actually getting a pay cut each year because your purchasing power continues to decrease.

In order to imagine what would naturally occur in a free economy, think what happened in the computer industry during the years between 1980 and 2005. During that time, we saw rapidly advancing technology in computer processing speed, memory size, memory speed and hard disk storage capacities. The price of a computer was continually falling. Companies could only keep prices up by continuing to improve and expand their capabilities.

Some of the older generation will remember that an average computer always cost somewhere around $1000. But the moment you got it home, it was already worthless and obsolete because better and faster ones had just been introduced.

What we saw in computers felt like deflation, in a way. But it wasn’t really that the money was getting more valuable–the product was just getting cheaper. And the phenomenon was limited to technology.

In contrast food, clothing and housing were still gradually getting more expensive. But something was making computer processing power less and less expensive every year. What was it, and more importantly, why couldn’t we see that happening in the other things we wanted to buy?

Maybe we would see that same dynamic in other kinds of commodities we buy if not for the artificial interference of big government and big business. Maybe they work together to keep prices on the rise.

Let us return to our thought experiment to better understand why. Imagine our five stranded islanders were beginning to learn how to cultivate various crops to feed themselves. Maybe two of them were engaged in farming and could produce enough fruits and vegetables to keep all five pretty well fed. But it was a full-time job for the two, just to keep the gardens planted, weeded and harvested.

Over a period of time, everyone would become accustomed to paying a certain amount for a bushel of potatoes, for example. In this way, prices would eventually stabilize, or find a natural, market level of equilibrium.

But now imagine one of the farmers came up with an idea of how to do things better. So he spent some extra time and invented a plow he could use to reduce the amount of time it took to prepare and plant a bed of potatoes. Perhaps this new system was so efficient, he could roughly double his potato production, although it didn’t really affect the production of tree-grown foods like bananas and mangoes.

What would happen to prices of the various foods? It is clear that as potatoes became more plentiful, their prices would begin to fall. People would be able to buy more potatoes with the same amount of money. They might even start eating more potatoes and less of other things that might be more expensive to produce.

The two farmers could either keep producing at the new and improved levels and everyone could get fatter and happier eating all they wanted to. Or, the farmers could spend less time growing the potatoes and go on to make other things that might improve their quality of life.

This example illustrates how in a free economy, the prices of things should normally be expected to fall over time. Typically they won’t fall to zero because someone still has to do some kind of work to produce most things. But as time goes by, people will naturally invent new ways of doing things. This new technology will make it possible to either make the same things more economically, or make new and improved things with the same amount of time and effort.

The free market might also adapt by people just spending less time making the things they need and spending more time swimming, sun bathing or doing other things that make them more happy and comfortable. In any case, quality of life improves because things become less expensive. Either we get to buy more things, or we can work less to buy the things we want and need.

So why can’t we just live in a society where technology gradually improves efficiencies to the point where people don’t have to work so hard all the time just to survive? Maybe we could instead begin to accumulate assets on our balance sheets and become more and more prosperous.

This becomes very difficult when there are parasites in the system who would prefer to keep us continually engaged and working so they can funnel off a bit of our energy for themselves. They know, if the workers slow down, the gravy train that supports the ruling class comes to a halt.

So in order to keep everyone busy, there needs to be a way to keep us all perpetually in debt and working–trying in vain to dig out of an ever deepening hole. War, terror and pestilence can do a pretty job of this. If you destroy enough capital and infrastructure, people will have to get back to work to rebuild it all.

In addition to such natural and man-made disasters, we also have a money supply that is, by design, constantly increasing. This means it continually loses a certain amount of its purchasing power every year. And so do we.

It is like a hidden 3% annual tax on wealth. But it is even worse than that. It causes your real wages to decrease every year. It causes your savings to shrink every year. And it makes the things you need to buy more and more expensive every year.

The only thing that seems good about inflation is that it makes it feel cheaper to borrow money. The idea is, you can borrow money today to buy the things you need and then you can repay it later when you are earning at a higher rate. But this too, is just a trick.

The truth is, a programmed inflation rate merely causes an artificial skew, or distortion in the natural price of money. In other words, if not for inflation, you would simply pay a different interest rate on the money you borrow. Take away the government sponsored subsidy of borrowing and the natural price for borrowing would return to its naturally lower, market level.

Unfortunately, you are going to pay one way or another.

 



3.3.3.13 The Real Cost of Money
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We have discussed several criticisms of our current monetary system. Among these is the idea that the currency is continually losing a portion of its value every year. It would be nice instead to have a currency that could better maintain its value.

Many of us were taught in our youth that if we would just put a little money away in savings each month, it would earn interest and grow. Maybe within 20 or 30 years, it would even have grown into something substantial.

In terms of the number of dollars we might accumulate, certainly this can be true. But what about the actual purchasing power of those dollars? Do your interest-bearing savings really get more valuable over time?

True, the interest you earn each year does increase the amount of your savings. But as we discussed, annual inflation is working in the opposite direction, diminishing the true value of your money.

If you earn less interest than the inflation rate, your savings are actually getting weaker over time. If your interest rate is higher than inflation, you may still be getting ahead, but by less than you might think. Just pay your income tax on the interest you have earned and you may be back in the hole again.

A similar dynamic exists if you invest in a home or some similar long-term investment. Say, for example you bought a house decades ago when it only cost $50,000. Now, thanks to inflation, you can sell it for $500,000. Since capital gains taxes are not indexed for inflation, now you owe taxes on a gain of $450,000–let’s say $90,000 of tax. So you get to keep $410,000.

Unfortunately, the leftover money may not buy as much house as the one you just sold. You might have to buy something a little smaller. Did you really earn any additional value by investing in the house? Actually, you lost value because you were taxed on gains that were artificial, due only to inflation.

As we have discussed, inflation is programmed into our current fractional reserve, central banking system. Because all money is lent into existence, and it always must be repaid with interest, the money supply must always be growing in order to remain solvent. While this does provide an incentive to spend money, stimulating liquidity, it is not very helpful for those who wish to save value for the future.

It would be nice if switching to a gold-backed currency could solve this problem and our money would then hold its value indefinitely. It is true, a gold-backed money would not suffer from programmed inflationary losses. But there are still some significant maintenance costs that would tend to also erode its value over time.

Much more significantly, gold is a commodity in a fairly limited supply, and it is expensive to find and refine. So its value is more likely to be driven by its scarcity than by its underlying utility value.

When a commodity’s value is driven solely by demand, its price continues to go up as that demand increases. This favors those who manage to get into the game early, when values are significantly lower. Unfortunately, it also encourages them to hoard what they have, because the longer they can hold onto it, the more valuable it will become. This makes it much more expensive for those who want to buy in later.

This can form an artificial valuation, or a bubble. But because the laws of economics are pretty good at compensating for artificial forces, bubbles don’t usually last for too long. Eventually they pop. In other words, values can go up but they can also fall back down.

In the case of a currency based on a scarce commodity like gold, this can happen when lots of new-comers need a way to facilitate their trades but there is not sufficient liquidity to be found in the standard currency. People will eventually find a way to get their transactions done–even if they have to invent alternate ways to represent value. If this occurs in the midst of an overvalued gold-based currency, a correction is likely to take place.

So it would be nice if we could avoid artificial devaluation from things like programmed inflation. And it would also be good to avoid large fluctuations of value, whether up or down, based purely on speculation. But even an ideal currency like CHIP cannot take 100% of the losses out of money. Entropy is a law of the universe and is as in-escapable as gravity and old age.

In any system we devise, there are bound to be some costs of operation and maintenance. So let us try to better understand these losses and explore how they should best be dealt with.

In our current monetary system, we have a system of banks. They hire employees, and those people need to be paid for the work they do.

The central bank, along with all its associated private banks, form a network, or clearing house for all our financial transactions. When we create money, by taking out a loan, the bank performs a service by certifying the value of our homes and our individual earning potential. Then they issue credit to us based on that financial strength.

As we have discussed, the bank guarantees to the rest of the world that the dollars you are about to spend are good. Those dollars will eventually be redeemed by the labor you perform at your job, and that value will flow out into the economy.

All this is worth something. You get dollars right away, available to spend now. And the ones you have to pay back, can be delivered later, over time. But there is a possibility that during that time, you might lose your job, become disabled, or even die.

If, for some reason, you stop paying back your loan, the bank may have to foreclose on your home, put it up for sale, and hope the proceeds are enough to cover the debt. If they are not, the money the bank originally put out into the economy was not as good as everyone had hoped and believed. It will be like the goldsmiths who printed too many certificates, debasing all the legitimate ones. The result is a tiny entropic loss to the system.

If today, we were using gold-backed certificates as our currency, we would have to store our actual gold in a depository somewhere. Someone would have to operate that service to make sure our gold was kept safe and secure. We would need buildings and security, managers and employees–everyone would need to get paid. The point is, this service would not be free either.

If we don’t want to carry around physical gold or some other commodity to every transaction, we will need some kind of credit-based money. And in order to enjoy that convenience, we will have to pay for the associated overhead. In our current system, these losses are hidden from view. We think banks pay us interest for the privilege of storing, and using our money. In reality, the net effect of fractional reserve interest and programmed inflation extracts its price, paying the banking system for the services it provides.

In fact, even if you were willing to conduct every transaction by trading commodities directly, you would still suffer some overhead losses. If you keep physical gold, someone may try to steal it. To keep it safe, you might have to hire a guard or buy an expensive vault to keep it in.

If you store your value in wheat, you may have to deal with mice or mold. No matter how you look at it, there are going to be entropic losses fighting against your efforts to store value. This Biblical passage in Matthew reminds us, our forebears also understood the principle:


Treasure not up to yourselves treasures on the earth, where moth and rust disfigure, and where thieves break through and steal… [source]



People are not perfect, the world is not perfect, and no monetary system will be perfect. But CHIPs are about as close as we can get.

CHIPs are honest money. They are backed by human work and productivity. Even the name tells you it is so. There are no hidden fees and no programmed losses. Everything is plain, clear and out in the open.

Today, consumers and merchants happily pay a small service fee to credit card companies because of the convenience they offer in facilitating our purchases. Likewise, consumers will be willing to pay a fair price to the CHIP banks who will certify their credit and manage an even better currency.

So what is the real cost of money? By some estimates, we may pay as much as 10% of our total productivity just to support our monetary systems. This would include losses due to inflation, overhead and servicing interest on the national debt, necessary in order to maintain current market liquidity.

By introducing multiple complementary currencies, we could harness the power of competition to deliver a superior currency at the absolute best price possible. Rather than a single, government sponsored monopoly managing our money, we could benefit from multiple monetary systems competing for a chance to win our business.

Current credit card companies operate comfortably on service fees in the 3% range. Some of these can still offer cash rebates to consumers on the order of 1% to 2%. This is good evidence that the private market can offer overhead rates as low as 1%.

That is much more efficient than our Federal Reserve system. And a properly functioning CHIP money supply can do even better.

 







4 Conclusions
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We have dabbled in an unconventionally broad and diverse array of topics. These range from the origins of the universe, through human political history, down to the mechanisms we use in modern times for carrying out trade and trying to improve the quality of our lives.

Hopefully, you have understood and appreciated how fundamentally the concept of choice binds these disparate topics together to give meaning and purpose to human existence.

We live in an amazing and wonderful universe–one we still do not fully understand. The very fact that we exist at all, and are capable of considering its mysteries, is incredible on its own. Whether you attribute your existence to the good fortune of chance or the act of an intelligent designer, depends on your Faith and how you have come to understand big questions.

What you believe about human free will and choice determines how you will treat other people as you work for your own survival and maintenance.


4.1 Our History

At various times in the evolution of science, nature has seemed entirely deterministic–fully explainable and predictable. Some have even thought that with just a little more time, we might soon comprehend it all without any need for faith or religion. Yet, in many ways we don’t seem to be getting any closer to this perfect enlightenment. In fact, the deeper we look into the building blocks of our own reality, the less certain and the less predictable it can seem to be.

It looks more and more as though our existence stubbornly defies definitive description–at least in the formal language of mathematics and science. Perhaps it was designed to be that way. Or maybe no system can be fully described using only the means contained within the limitations of its own boundaries. If so, we will never be able to fully describe the universe without somehow employing a language or system that exists outside the spacial and temporal dimensions we know as our reality.

In any case, it seems pretty clear we are here. We have the ability to choose. And our free will empowers us to change our own lives as well as the lives of other people around us. We can enhance or impair their ability to choose, as well as our own.

Will we have empathy for our fellow human beings? Will we respect and defend their free will with the same passion we feel for our own freedoms? Or will we focus our perceptions inwardly, thinking only of what we want and need?

Do we view the rest of humanity as a garden, planted solely for our own benefit from which we may selfishly harvest the goods and services we desire in order to assure own comfort during our earthly stay? Most of us are not that selfish. Rather, we recognize at least the theoretical importance of free will and choice for others, as well as ourselves. But if we don’t think it through carefully, we can sometimes end up acting in ways contrary to that belief.

Often this happens when we are fooled into false or partisan battles whereby one team, or tribe tries to prevail in its seemingly righteous cause over the other. And the ultimate result is the unwilling indenture of a class of producers for the benefit of an elite class of rulers.

It seems, this battle has been going on throughout the history of humanity. A relatively small part of the population are fervent lovers of choice and will make almost any sacrifice to protect and defend it for themselves as well as for others. In contrast, a minority of parasites and predators also exists, who have little empathy or respect for others. Many of these will go to any length to exploit anyone and everyone if it serves their own selfish purposes.

Likely, the vast majority of us are somewhere in the middle. We are essentially good, mostly empathetic and generally compassionate. But all to often, we end up getting fooled by a minority of unethical people who rise to positions of leadership by the power of their own charisma. They then rally the people to their faction under a seemly righteous ideal of conquering the evil embodied by other competing factions. Then they lead their faction into battles of conquest and plunder.

Such battles may involve actual war and bloodshed, or they may be fought in the arenas of politics, economics, public opinion, or the courts. Regardless, the prize is always the same–control over the labor and property of others.



4.2 Our Present

As we look back into the history of warfare and conquest throughout the world, it is easy to see how various tribes, cultures, or teams have tried to plunder and/or enslave each other in order to improve their own quality of life. As people and as cultures, we clearly have a history of looking beyond just the earth, its plants, its animals and its other natural resources as a source of our own sustaining energy. Too often, we have also sought to prey upon other human beings and consume the product of their efforts.

Most people in modern societies would instinctively assume we have largely evolved beyond such practices. Although wars in the past may have been fought for such ends, surely today we are much more virtuous and honorable. Surely, we now live in a more civil culture where wars are fought for freedom, and only as a last resort. We would hope our wars are fought today only to protect our civil society from the acts of despots and dictators who would strip us of our free will through acts of aggression and terrorism.

But the battle over free will exists on many levels. Even within the bounds of our own civil society, this war rages in an ongoing and continual state. We do not always carry guns and swords into this battle.

More often, we use campaigns, advertising, education and the popular media to produce a voting majority and thereby enact laws favoring one position or another. Using those laws, special interests can then employ the regulatory power of government to force the losers, or the minority to conform to the wishes of the winners, the majority. Behind the curtain, many of these interests are just big business, seeking to use big government regulation to improve their own bottom line.

This constitutes a virtual enslavement of the voting minority. And all too often it even ends up harming the winning team, the voting majority.

Is it any more moral to cause the exploitation of one class of people by another, simply because the task is accomplished by lawyers and politicians rather than by guns and soldiers? Isn’t is better to consider: why do we have to prey upon each other at all?

War and conflict continue to rage outside the boundaries of our civil society as well. Some of these wars are akin to our internal battles, waged in the court of public opinion through campaigns of propaganda and disinformation. Other wars are of the traditional kind where people are injured, disabled and killed by bullets and bombs. In spite of our technological progress and our sense of ethical maturity, we still continue to kill each other in fights of nation against nation, religion against religion and tribe against tribe.

In most wars, both sides like to think they are completely justified. Each faction claims it is only defending its rights and freedoms. The other side is always considered the evil aggressor.

Likely, such clarity has existed in certain cases. But much more often, wars are just fought to control money, wealth and power.

When big business can use big government to benefit from big war, bloodshed is sure to follow. One interesting account of this is detailed in a book called The Arms of Krupp by William Manchester.

It is a historical account of the Krupp dynasty, a family that operated manufacturing facilities in Essen, Germany for the production of cannon and other armaments for several hundred years. Initially these weapons were just used to defend the interests of the homeland. But over time, as the company became more and more powerful, the temptation to enhance business by actually fomenting new war and conflict became irresistible.

Are there big business interests today who benefit from armed war and conflict? Of course there are. And it is probably naive to think that, given they chance, they would not lobby for war either directly or indirectly.

Are there commodities that trade at higher prices when the world is in chaos than when there is peace? Certainly there are. And we can expect that the producers of those commodities will hope for the worst in order to sell for the most.

So what about the conflicts your nation is involved in today? Is the other side the clear aggressor? Is your side clearly in the right?

We should hope so. But with limited information about the true facts, we are always left to wonder if there are there big business interests behind the scenes who benefit from the conflict. Surely there are. Are any of those interests actually spending money and resources to cause or deepen the conflicts? Of course.

So what should we do? Are we destined to live in a continual state of war and conflict no matter how far we might evolve socially? Or is there something we can do to finally move beyond it?



4.3 Our Future

After exploring so many different aspects of choice, we ultimately come down to perhaps the biggest of the big questions: Can one person own another person?

Only a few will still admit to believing so. Thankfully, the vast majority of people now understand that involuntary servitude is unacceptable. The problem is, most of us have not yet figured out how to fully apply this principle consistently in our practices, our politics and our beliefs.

It is great to acknowledge the belief that other people should enjoy the same degree of free will we expect to have for ourselves. But our actions must also match our words. We should actively oppose public policies that result in a loss of freedom for others. And we must support those methods of governing and structuring our civil society that respect and honor the principle of personal choice.

Another apparent paradox arises because the topic of choice is itself a big question. Different people believe differently about just how much freedom of choice we really should have. We have arrived at the conclusion that good and evil are defined by the presence or absence of choice. So, how do we then justify forcing others to live according to this belief?

Said another way, if choice is good and slavery is evil, good people must still allow bad people to choose to be evil. Otherwise, they just become bad themselves.

Unfortunately, this seems to be an irreconcilable conflict between free will and peaceful security. How can good people live in peace and freedom, safe from predators and parasites who wish them harm?

It is possible to establish a nation which provides a free environment where people are largely allowed to choose their own future. Borders can be established to protect us from those hostile to these values. But there are still bound to be occasional acts of internal aggression which can only be dealt with by a system of justice, or punishment, after the fact. This is not always sufficient to prevent the crime in the first place, nor does it do much to restore the victim of the crime.

Alternatively, some would attempt to create a protected environment where individuals lack the very ability to commit acts of aggression against their neighbors. But to do this, we would have to preemptively take away choices and limit the freedoms of a great many people who are not inclined to commit acts of aggression in the first place. So it makes life much worse for a lot of good people. And sadly, it is not very effective in stopping acts of injustice either.

Bad people are inclined to do bad things regardless of what laws and regulations we might enact. The good people tend to obey the regulatory limitations of government, but they are not the people we really have to worry about. They generally try to respect the rights of their neighbors anyway.

Furthermore, when we create such powerful regulatory structures designed to assure desired societal outcomes, the resulting centers of power prove to be irresistible magnets for evil and corruption. They attract the very worst among us who would use that power for their own selfish ends. The result is the enslavement of people who should be free to pursue their own happiness and enjoy the fruits of their own labors.

In the question of choice, the consistent answer is: “Yes, we all have a choice.” Good people should have every possible opportunity to choose and to direct the course of their own lives. Similarly, even bad people also get to choose. But having chosen to subjugate others, they should not assume that choice will be without consequence.

A victim of injustice is rightly entitled to defend himself, preserving his own opportunity for choices now and in the future. This is still ethically consistent even if it results in a loss of choice for the aggressor.

Hopefully, an act of self-defense does not rise to the level of a new and undeserved aggression against the perceived enemy. Otherwise, the conflict may continue to escalate until the parties get tired of fighting or one side is finally vanquished. Only then can peace continue for a time.

Individuals have a right to defend their own right to choose. Therefore, they can also organize themselves into individual countries and states to achieve the benefits and protections of increased strength.

Unfortunately, the forces of evil may also band together for increased strength. Their purpose may be to engage in the organized plunder of other competing countries and states.

The unfortunate conclusion is that we probably cannot avoid the threat of ongoing war and conflict. The laws of economics and our existence in a world of scarce resources will not allow it. Either we engage in a continual fight to preserve individual and organized free agency, or we succumb to the forces of evil and submit to bondage and slavery.

Gloomy as that is, these conditions do seem nearly ideal for exposing who and what each one of us is, at our heart. Will we ultimately choose good or evil? Are we producers, parasites, or predators? Do we have true empathy for other human beings or do we feel only for ourselves, willing to feed upon other people as though we own them or are otherwise entitled to their lives and productivity?

If you believe in a supreme creator and an after-life, you may find meaning, purpose and perhaps even solace in this result alone: People will eventually be shown for what they truly are. If you are not such a believer, then at least you can choose who and what you will be for yourself, hopefully on the basis of some other moral, philosophical or scientific frame of reference.

Regardless it is apparent that freedom is not free. If those who value their own free will wish to live in a civil society where they can freely exercise their agency, they may have to fight from time to time to preserve that right. Otherwise, the laws of economics predict they will eventually end up in slavery, working on behalf of people who do not share their ethic.

In order to protect our freedoms, we can organize ourselves into groups with other people who also share our desire for freedom. We can then develop systems of laws and order to protect our free will, apply justice where acts of aggression violate those principles, and mount a defense against outside influences that threaten the stability and security established within the borders of our civil society.

The United States of America was established for this very purpose. The Declaration of Independence and the Constitution recognize that individuals have certain rights which exist as a condition of their creation–not as a privilege, granted by government or some other person. People have a right to pursue happiness in the ways they deem best and they can also organize in a civil society and delegate those rights to a government tasked with the protection of their liberties.

Under this belief, government exists for the benefit and protection of the individuals within the society. No one person is supreme, or king, who can have a right of ownership over any other person or the product of his labors.

Under the form of government defined in the US Constitution, the federal government is primarily responsible for protecting the society from outside threats. Then within the protection of this federal framework, individual states are responsible for making laws and regulations more particular to the practices of the people and cultures within its boundaries. These are intended to be decided by systems of representative democracy so the wishes of the majority can be balanced against the need to preserve free will and resist any sort of tyranny over the minority.

All the while, individuals and families should not be unduly burdened by the federal government. They should enjoy unobstructed freedom to reside in the individual state of their choice so they can select the more particular form of local government that meets their needs and conforms to their individual values and beliefs. In this way, we can maximize choice for the greatest number of people possible and foster a genuine diversity of cultures and beliefs.

The one belief we must never tolerate, however is that some people are supreme over others. In order to live free in a republic, we must be willing to let others live free as well. We must believe in life, liberty and the free pursuit of happiness. If instead our beliefs lead us to subjugation and plunder, we must live our lives outside under some other regime, or inside behind prison bars.

When true diversity is allowed to flourish in an environment of free will, protected from the aggression of predators and parasites, we see a predictable result: evolution. Society progresses. The life force within us reacts with the laws of nature, and the laws of economics, to become stronger and better adapted. New technology is produced which can promote further choices and greater enjoyment of life and liberty. Productivity increases so there are more resources available. This allows us to better care for those who are unable to care for themselves.

True, the forces fighting against free will and individual agency are powerful and wealthy. There are vast sums of money to be made by holding the populace in perpetual servitude. But there is still much to be hopeful about in our future. There are more good people than bad. If we can find ways to join together around the unifying principle of choice, we can achieve a proper balance.

Admittedly, we need some degree of centralization of power in order for government to protect our freedoms in a civil society. But we also need to remember that when we centralize too much power, that very power is sure to be usurped by the very people we need protection from.

Power, once established can be used to accrue more and more power. This is a process of positive, or seemingly unregulated feedback, bound to run off to extremes. But we don’t have to wait for that. As respecters of choice, we can apply our own corrective feedback to the system.

It is only when people are no longer willing to put up with corruption in their government that true reform will come. If we remain silent, one failure of power will simply be replaced by an even bigger failure of power. And we will continue to lose our freedom, one choice at a time.

We have discussed a few specific proposals in the areas of Education, Energy and Money. These are three key levers of power by which people can either be free or kept in ongoing servitude.

In each of these areas, we have suffered because of an over-concentration of regulatory power. Government sponsored monopolies of one kind or another gather ever more strength, but they become ever less accountable, less effective and less efficient at meeting the public interest.

Lacking natural economic feedback, many of these systems will eventually become unstable, breaking down in one way or another. When they do, there will always be calls for government to step in and fix the very problem it has created.

Too often, big business will also be lurking in the background with a ready solution to address the issue, if only taxes can be raised to afford the price tag. The result will be a newer and larger, even more centralized center of power ironically tasked with solving a problem initially caused by government that was too big and too centralized in the first place.

True strength, effectiveness and resilience comes not from centralization, but from diversity.

We see a good example in the field of biology. If a population of animals all come from exactly the same genetic strain, a single virus can come along and wipe out the entire group. If instead, they enjoy a diversity of genetic makeups, it is much more likely a hostile virus will affect only part of the group. The rest will remain to reproduce and create a new generation resilient to the virus.

Similarly, our systems of civil society such as education, energy production and money will be most resilient when they can exist in many smaller, different and diverse ways.

We have too many institutions both in and out of government, now deemed “too big to fail.” Whether it is a large bank, an automobile manufacturer or an insurance company, if something is too big to fail, that is a sure sign it is just too big. Sadly, we can also be pretty sure it is eventually going fail.

As breakdowns and failures occur within our present, over-centralized systems, it is important to have solutions ready and available to replace them–solutions that are more diverse, sustainable and decentralized. These types of alternate solutions are unlikely to be adopted voluntarily by those institutions already in power.

Much like a living organism, big government and big business will act first to preserve and strengthen themselves. They are unlikely to act in any way that will reform or devolve their own power. When we naively trust established power to reform itself, the result is nearly always an evolution toward more centralization and power.

True change must come from the bottom up, or as we sometimes say, from the “grass roots.”

Where federal power needs to be devolved, state governors and legislatures are best positioned to press for the changes. Where state governments have accrued too much power, cities and counties should band together to fight against it. When cities and counties overstep their bounds, neighborhoods and families must unite to set things back in their proper order.

To be genuine, reforms are best when they come from below–from within. And ultimately this means you and me.

We have to get involved to make positive change or things will not improve.



4.4 Money

It is important to remember, the underlying economic instabilities exposed in the 2008 financial crisis have not gone away. There are fundamental structural flaws in our monetary system which cannot be corrected by emergency stimulus spending or repeated rounds of quantitative easing. So there are bound to be more failures in the future–eventually one of them will be catastrophic.

This problem of over-centralization is biggest at the federal level. So state governors and legislatures should be asking themselves how they can foster a continuation of commerce and trade in their states when a monetary or financial crisis occurs nationally or world-wide. They should begin now to institute a legal framework to encourage the development of complementary currencies, independent of the dollar so they can retain their value even in if the Federal Reserve crashes.

While states are not allowed by the Constitution to create money themselves, still it is clear that individuals have the right to create credit money–we do it every day under current law and practices. States certainly can make it clear they will enforce the contracts necessary to facilitate the private creation and regulation of credit money, including systems like CHIPs. And if federal lawmakers, regulators or judges take steps to protect the federal monopoly from this private competition, states can band together and fight for the rights of the people to use money that is free from the control of big banks and big government.

It is not necessary for such alternative monetary systems to dominate the economy. But it is important that they exist and become viable so when centralized systems teeter and fall, people will have alternatives to which they can quickly turn.

When the Federal Reserve dollar ultimately fails, we are sure to hear calls to move to a single currency managed by a world-wide, central bank. When that happens, it is important that we reject this move for greater centralization and even more of the corruption that brought us the financial instabilities in the first place. Otherwise, we will all become slaves to an even bigger, more corrupt banking monopoly than the one we already work for.

Let us act now to implement diverse, stable and sustainable options so they will be ready when they are needed most.



4.5 Energy

Energy is critical to our economy because it is at the heart of everything we need to survive. If hostile interests want to hold us hostage, all they need to do is control our access to energy.

When our flow of chemical energy stops, our flow of food and water will not be far behind. An interruption to the electrical grid would create an immediate crisis in communication, banking and commerce.

Control over the energy supply is like holding a choke collar around the neck of all humanity. All you have to do is give it a squeeze and hungry people may be willing to do about anything to survive.

If we allow big business and its allies in big government to stay in monopolistic control of our means of producing, distributing and using energy, we are cooperating in our own exploitation. We will be unable to resist any threat to increase control over our lives and further limit our freedom to choose and direct our own futures.

One definition of U.S. energy independence is: American companies produce gas and oil from sources solely located on American soil. This is a worthy goal as it is critical to maintain independence from foreign nations and powers who seldom have our best interests at heart.

But there is an even higher vision for the future of energy independence. This involves millions of individuals, families and small businesses generating electrical and chemical energy whether from sunlight directly, wind power, or the stored reserves found in plants and fossil fuels.

We don’t have to produce all our energy from renewable sources. But we do need to break up the monopolies by deregulating the industry so smaller, individual businesses can better compete. And we need to have the framework in place so independent producers can distribute energy to their own customers without being blocked by big government regulatory barriers.

When a strong and thriving private infrastructure is in place for the production and distribution of energy, we won’t have to worry so much about disruptions that might occur in foreign supplies. We can be assured we are not paying more than market prices for energy produced in foreign countries. And we will be free to break those ties and rely solely on our domestic reserves if and when it is necessary for our own national security.

This appeal should not be interpreted as a call for government subsidies of alternative power technologies like solar and wind. The private market can provide all the necessary funding when the laws of economics determine that the time is right. Public subsidies of industries that are not, of themselves, economically viable are not sustainable and are not very effective either. It wastes scarce resources, and it unfairly picks winners and losers in a market setting where we should instead be placing more confidence in the laws of economics to expose the most viable and efficient solutions.

But we should immediately break up the monopolies that exist in the area of electrical power generation and distribution. We must recognize that most of the current monopolies exists because of government regulation–not in spite of it.

The time may come when technology will provide for multiple electrical distribution grids. If that happens, we can take the next step toward further privatization and deregulation. But for now, we should privatize electrical power generation and maintain public management only over the means of distribution–the grid.

We need to encourage a broad and diverse array of competitors to produce and distribute power over a grid recognized as a publicly owned, managed and controlled resource. And we need to make sure small businesses are able to compete in the process by avoiding a huge array of overbearing regulations.

As future technology emerges to allow for similar decentralization of the distribution of chemical energy, we should similarly support it. Where possible, we should encourage technology to evolve in a context of small business, geographically distributed across the country rather than in a single, centralized industry which quickly becomes too big to fail.



4.6 Education

Education may be as critical to our social evolution as the very process of reproduction itself. By reproduction, we pass on to future generations the genetic information perfected through generations of natural selection. Through education, we pass on the knowledge learned the hard way by past generations struggling to survive in a world of entropy and a lot of unanswered, big questions.

We would shudder at the idea of mandating that all children born must conform to a single, optimized genetic strain. Although we possess the technology to bring about such a world, we attribute that kind of thinking to only the most evil among us. We rightly understand, there exists an ethical and moral value in the notion that people of all races and ethnicities have an inherent right to exist as they have been created, whether by God or by nature.

We respect the idea that a wide array of genetic diversity is our strength, not our weakness. We hope for all people to be respected for what they are, not eliminated because of what they are not.

Similarly, we seem to understand the value in respecting a wide spectrum of cultural diversity and varying belief systems. We know how cultures evolve from the roots of family and community. And we seem to understand, at least intellectually, how this is a good thing.

But somehow, when it comes to educating our children, we have slipped gradually into the notion that “one size fits all.” Many of us now accept that everyone should be taught according to a single, state-approved set of beliefs and standards. Why are we so intolerant of diversity when it comes to education?

Over time, our education system has gradually become more and more centralized. Control that once existed firmly with parents and teachers was lost to the district level. Districts gradually lost power to state legislatures and school boards. Today, we see states rapidly losing control to federal programs, curricula and standards.

If our diversity is our strength, then education has been getting weaker and weaker.

Occasionally we hear of someone objecting to a Christmas tree being erected on school grounds or the singing of a religious hymn by a school choir. We have been told such things somehow constitute the “establishment of religion” and so are unconstitutional. And yet, many find nothing wrong with establishing state and/or federal standards on a variety of school subjects, many of which are a matter of opinion and Faith for many people.

When the government forces schools to teach a certain way, this constitutes a state-approved way of thinking and believing. For example, students may attend a class discussing the origins of the universe. Regardless of whether this involves a god or just a very large explosion, it still constitutes a government-sanctioned doctrine. This seems much more an establishment of official religious thought than to allow individuals to express their individual beliefs through a song or a symbol.

Recently the Federal Government has even attempted to meddle in local school policies by mandating who must be allowed to enter a boy’s or girl’s lavatory. Have we really strayed this far away from the Constitutional value of a limited federal government? Do we really think school administrators are incapable of managing their own bathrooms?

These silly fights over policy do not occur because there is too much religion in school. And they don’t happen because administrators are too feeble minded to properly understand who belongs in the girls’ bathroom. They happen because we have evolved into a monolithic, government-run education system where policies and decisions come from the top down, and everyone is forced to do things the same way.

If we really value diversity of thought, we will learn to keep the government out of the business of establishing an official point of view on anything other than the very most basic Constitutional values of life, liberty and individual freedom to pursue happiness. If Johnnie’s parents want him in the girls bathroom, maybe they can find a school that supports such a policy. If Suzie’s parents don’t want Johnnie in her bathroom, they should be allowed to attend a school that supports their point of view. If there is room in the world for both Johnnie and Suzie, there should also be room for more than one school bathroom policy.

It really is not that complicated.

We can all have it our way. But we have to limit government’s power–particularly over education, and most importantly, at the federal level.

States can help out by doing two things: First, they should “just say no” to any kind of federal interference in the way school children are taught and educated in their state. This does not mean they should not cooperate voluntarily in the establishment of optional nation-wide testing standards. But it does mean they should not accept grants or other financial incentives in return for adopting federal programs, standards or curricula.

The federal government should not tax citizens directly, and then use that money to coerce states into doing education “the federal way.” If the federal tax base includes enough money to spend on education, let it be collected instead at the state level where there are no federal strings attached and policies can better be geared toward community needs and standards.

We should never expect federal reforms to originate at the federal level. If states want more freedom to manage their own systems, they will have to rise up together to fight against federal overreach.

Secondly, state governments should try to recognize why they don’t appreciate centralized mandates coming from Washington. This should make them a little more understanding when cities and counties unite to lobby for more educational control at local levels. States can learn to trust local communities to establish their own standards and procedures.

Furthermore, reforms of state over-regulation are not likely to originate with state legislators or state school boards. Parents, communities and local school boards need to demand change from their state legislatures until true educational choice exists for every parent and family. This means decoupling the functions of government so they are not in charge of both the funding, and the provision of educational content.

Let us agree by the time-honored process of democratic representation, and at the state level, what public funding we will make available so all kids can obtain a basic level of education, regardless of the economic circumstances they are born into. But let us also get government out of the business of teaching our kids how to think and what to believe. It should be up to private and community schools to perform this function. And it should be up to parents to decide which institutions best fit the needs of the child and the family.

Some may worry, kids in one school might not get as good an education as kids in another school. But this is already happening in our highly centralized environment. Chances are, if parents were not so dependent upon state or federal governments to decide how their kids should be educated, they would take more incentive and rise to the challenge to make those decisions themselves. Today most parents spend much more time choosing which car they will buy or where they will take their next vacation than they do choosing what kind of school their kids will attend.

Should we worry that parents are not qualified to choose the best education for their children? Perhaps a better question is, should we trust big business, working hand-in-hand with big government to decide what kind of education is best for our kids?

An enormous industry has evolved around the provision of educational materials. The greater the centralization, the more money ends up going to a few huge corporate providers. And fewer resources are left in the classroom to pay well qualified teachers who can effectively teach our young people.

We must trust parents to choose an education for their kids just as we can trust them to feed their kids. They don’t do either job perfectly, but they will do much better than trusting the matter to the self-serving forces of politics and profits.

Children do much better in school when parets are more involved. And eventually they will become adults and be fully able to make their own choices.

Perhaps if the worst happens, and due to bad parental choices, a child doesn’t get educated very well at all. Why not tie public funding to the successful education of our kids, regardless of their age. That way, if parents or schools fail to get the job done, the student can secure a competent provider even after becoming an adult. The point is, we can create systems at the state level that are sensitive to the principle of choice and responsive to the needs of individual students and families.

Competent, informed adults need to own, and take responsibility for themselves. We need to be in charge of our own choices, and we need to be accountable for the consequences of those choices. Accordingly, parents need to be in charge of how their kids are raised until those kids are old enough to make their own choices. This is how we maintain true respect for our cultural diversity.

We will know when enough has been done to reform public education when it works like this:


	There are many different schools to choose from in each community.

	These might include religious schools, privately owned schools operated for a profit, and non-profit schools operated by local community governments.

	Because these institutions have employees and budgets of their own, we must understand there is a cost associated with educating our young people. Each of us recognize our responsibility to pay as much of that cost as possible for our own children.

	Parents have easy access to available private and state-funded subsidies to assure that, even if they do not have the financial ability to pay for all their child’s schooling, they can still choose a school that is competent and qualified.

	Parents have easy access on the Internet to find simple and understandable reporting metrics showing the performance scores of each of the schools in their community.

	This would include how they score on nation-wide testing standards established voluntarily by cooperating states. It would include how widely graduates of the individual programs are accepted into college programs, and what average salary levels graduates go on to earn in their careers.

	It could eventually include surveys of how satisfied graduates are with their lives and how they have fared in social and personal relationships as a result of their schooling.



Democracy is a wonderful thing, especially when compared to the alternative of dictatorial rule. But even majority rule is still a blunt instrument. It does not often respect the rights of the minority.

When it comes to education, we can do so much better. There is no reason the minority has to do education a certain way, simply because a majority says so. And there is no reason the majority has to do education a certain way, just because a judge says so.

We don’t have to be afraid of allowing individual beliefs and cultures in education. We don’t have to be afraid of different people doing education in different ways. We don’t have to force every child into a uniform mold. We don’t even have to force every child to attend traditional schools.

People will come to understand that some schools might be stronger in certain areas such as fine arts, communication, or athletics. Other schools may excel in mathematics, science, or technical training. It is OK for schools to develop their own policies on discipline, curriculum and procedures. It is even OK for people to opt out of the public schools altogether if they feel that is the best choice for their kids.

We don’t all have to be the same.

In fact, by fostering differences, we will have that many more options to choose from. As with any other consumer decision, parents can consider the cost of available schools, along with the type of training and social experiences they want most for their children. And then they can make a choice.

Having made a choice, they will feel the joy and satisfaction that comes from being in charge of ones own life. They will be much more invested in their children’s education.

Parents will be better informed and more involved. They will be more likely to help out with homework, to make sure assignments are complete, and to participate in the classroom. Because of this increased interest and involvement, their children will do better in school and will be more likely to develop a true love for learning. The result will be better for everyone.

Finally, when it comes to adult education, it’s time to start thinking outside the traditional box. Education may have evolved to mean 30 students and a teacher, in a classroom, with a chalk board. But it doesn’t always have to work that way.

We can have authentically free education.

Let us be free to educate ourselves by any means we choose, including unsupervised personal study in books and on the Internet. If we can demonstrate our competence in our area of study, that should be enough. Society should begin to focus more on what people have learned and what they are capable of, rather than obsessing over the institutions in which they were taught.



4.7 Parting Thoughts

The good news is, people can have increased joy and satisfaction with their lives by having and using their power to choose. And there are things each of us can do right now to foster and enhance our choices.

The bad news is, you probably can’t just wait for someone else to defend your rights for you. It would seem, freedom is not free. Like everything else in life, you have to work for it. Where a power structure exists above you, it is only you, and your peers beside you, who can rise up and reform that power.

If you are a parent, please rise up for choice. Associate yourself with other parents, and fight where you have influence to provide more choices and opportunities for yourself and the other families in your community.

Don’t fight to implement your own personal point of view so everyone else has to do things your way. That would only result in greater concentrations of regulatory power.

Instead, fight for authentic reform. While fighting to preserve choices for your family, also fight to preserve that same right for others. Teach your own cultural values to your children and respect others as they do the same.

If you are an individual, please rise up for choice. Associate yourself with other individuals and work together to lobby those in public office. Perhaps you will even run for public office yourself.

Don’t fight to implement new laws and regulations forcing others to do things your way. Rather, fight to deconstruct and reform laws dictating how things must be done.

Fight to repeal laws limiting the creation of private, complementary currencies. Fight to reduce regulations so we can have more choices in the foods we eat, the ways we learn, the ways we trade, the health services we use and the ways we access energy. Fight against laws and regulations that favor one group of people at the expense of another. Fight against institutional slavery, by degrees.

Remember, partisan political fights between Democrats and Republicans do not really address your best interests. No one is really helped when we use democracy to force the minority to do things a certain way. Instead, let us discover what the majority and the minorities want, and figure out a way for them all to have it.

If you are a small business owner, please rise up for choice. Associate yourself with other entrepreneurs and work together to lobby those who make the laws regulating the way you do business. Don’t fight for government to impose further regulations in an attempt to protect you from newer, smaller competitors. Instead, find ways to differentiate yourself and to inform your customers about why your company is so much better.

Choose to provide an excellent product and service. Then let your customers freely choose you, over the competition.

Consider starting a new business in the field of energy production. Maybe you can find new ways to produce and distribute energy in a more decentralized and scalable way.

Consider starting a private or community school. Maybe you can provide just the educational experience parents are looking for. Maybe you can make a positive impact on the next generation.

Consider starting a CHIP bank. Maybe you are a lawyer and can design the contract and legal framework to assure stable and reliable value. Maybe you are a programmer and can develop the software necessary for tracking billions of transactions throughout the world.

Whatever business you are in, please don’t try to use the power of government to force people to buy your product or service.

If you are an elected official or a government employee, please rise up for choice. Your job is not to manage your constituents, but rather to protect their rights. So at whatever level of government you operate, you should pay more attention to “foreign relations” and less attention to “domestic policy.”

For example, you might work at the state level. So associate yourself with your peers, including those in other states. Use your combined power to devolve the federal power above you. This will create more freedom and choices in the ways you can do things at the state level. Then have a little faith in the counties and cities below you. Trust them to manage things without your constant meddling.

If you work at the federal level, stop trying to micro-manage the states. Trust states to use representative democracy to enact their own laws and regulations in accordance with local standards and values. Concentrate more on keeping our civil society safe from foreign and domestic enemies of freedom and choice. This includes deciding if, and when, we must engage ourselves in a war. When we do, we want to be sure we are only defending our freedom and not engaging in acts of aggression ourselves.

Or, maybe you are not willing to stand up for choice at all.

Maybe you think you know best what everyone else should be doing, how they should live, and what they should believe. Maybe you think you do not have to produce for yourself, but rather can just take what you want and need from other people. Maybe you justify yourself by trying to force other people to perform the charity you should be doing yourself.

Maybe you think it is OK to use the power of government to make your business more successful or to enhance your own personal prosperity. Maybe you think it is acceptable to use your position in government to enrich your friends, your allies and your supporters. Maybe you work in an existing government sponsored monopoly and you don’t want to rock the boat if it might affect your job.

If you are one of these people, watch out. It is true, the strong can prey upon the weak. But the people you exploit, are together stronger than you.

And when they figure out what you are really doing and they unite against you, you may find the tables have turned.

We can evolve. We can progress. And you can make it happen.

Won’t it be great if, when we get there, we all still have a choice?





4.8 For More:

If you enjoyed this book, please check out the next one!
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