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GREEN CAPITALISM

And what exactly is "Green Capitalism"?

At first glance the term "Green Capitalism" would seem to

contradict itself.

In our political world, "Green" is usually associated with the

Left, whereas "Capitalism", at least when used in a non-pejorative sense, with the Right.

But that is precisely the point. Green Capitalism is not to be

found somewhere between the Left and the Right, but rather it is

an ideological space that is as at least as far from the Left,

and the Right, as the Left and the Right are from each other. In

the words of Petra Kelly, one of the founders of the Green Party,

"Neither Left nor Right, but out in front".

Allow me to sketch some background:

Classical Liberalism is the most successful and lasting political

system of the modern era. It is founded upon three concepts;

private property, representative government and individual

freedom.

The purpose of Liberalism, formulated after the upheavals in

Europe in the 17th century, was very clear; to allow for social

change without the destruction of property.

This is important, so I will say it again: the purpose of

Liberalism was to allow for social change without the destruction

of property, that is, without the destruction of wealth.

But notice that some things are not at all clear. Is

representative government the same as democracy? Or, has there

ever been any agreement as to exactly what, or whom,

representative government should represent? Were people to be

represented? Was property to be represented, or, as in our own

Constitution, some strange combination of both?

How was private property, especially the enclosure

(privatization) of the commons to be justified? Or was

justification even necessary?

How far was the concept of individual liberty to be taken? Did

the individual have any responsibility to the community at all?

In the English speaking world two very different and distinct

flavors of liberalism developed. They are still with us. In fact

they dominate our political life, and have done so since before

our country was founded.

The two founding documents of this country, The Declaration of

Independence, and The Constitution of the United States are each

expressions of these two differing concepts of Liberalism.

On the one hand there is the tradition of the Scottish

Enlightenment, coming from the Netherlands and beginning with

Hugo Grotius. (Was the freedom of the seas a victory or defeat

for intellectual property rights?) This tradition was codified by

Adam Smith, mainly in The Wealth of Nations, which almost

everyone has read (at least in part), in The Lectures on

Jurisprudence, which he never finished, and, in the book that

made Smith famous in his own lifetime, The Theory of Moral

Sentiments, which very few people today have read, but you

should.

The other side of Liberalism grew from the turmoil in England,

especially the short and ugly reign of the short and ugly Oliver

Cromwell. This tradition was codified in the works of Blackstone.

Blackstone and Lord Coke were the only two works on the law that

it was necessary for an aspiring lawyer to read in America before

the revolution, or for many years thereafter.

Smith's concept was very simple:

The only purpose of government is the protection of property

rights.

That's it!

Again, the only purpose of government is the protection of the

rights of property.

Sounds like the Wall Street Journal.

But he doesn't stop there.

Smith argues that the institution of property rights is justified

only so long as each and every individual, each and every

individual, is better off with the institution of private

property than without.

If this is not true, if this simple condition is not met, then

the institution of private property is not justified, and

property again belongs to all men in common. And government, no

longer having any purpose, is illegal.

For Smith this meant that each and every member of society has

the inalienable right to sufficient material means to take part

in the political life of society, and to raise and educate their

children to take their rightful place in the next generation.

This also implies that each individual has the right, and the

obligation, to partake in the decision making of the community,

that representative government should represent everyone, and

that the valid expression of representative government implies

democracy, that is the active participation in politics of as

many people as possible. This is the "Basis Demokratie" of Joseph

Beuys, another founder of the Green Party. This politics of

inclusion takes time and effort. It is something that we have to

work at, to work hard for.

But to have the time, and the energy, to do this, we also need

leisure. Leisure, in the definition of Ezra Pound (ABC's of

Economics), is "free time without anxiety".

The people that have the most free time in our society are the

poor, the unemployed, the homeless. But they have no leisure. A

person, and that's what they are, who has no place to sleep at

night, who has to dig into a dumpster for their next meal, or who

can't feed her children, does not have the peace of mind to take

part in democracy, in decision making, or to exercise their right

and duty as a citizen and member of society. They have no leisure

... ever!

+++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++

When Sir Christopher Wren was knighted by James II for his design

of St. Paul's Cathedral in London, the King called Wren's work,

"pompous, archaic and artificial".

By which he meant the cathedral would be magnificent, worthy of

the great buildings of antiquity and well built. In the same way,

in the name of Smith's first book, "moral sentiments" just means

"ethics".

And in the strange, to our ears, vocabulary of the Scottish

Enlightenment the inalienable right outlined above, to have the

material means to participate in the political life of society

had a name. It was called "the pursuit of happiness". Translated

into modern English this would mean "the enjoyment of

prosperity".

+++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++

Blackstone's concept of property was even simpler than Smith's:

Private property is sacred and needs no justification whatsoever.

Crimes against property, such as theft, were blasphemy, and those

guilty of such crimes were to be hung, even if they were children

stealing bread.

For Blackstone the individual had no right to anything except

that which he can acquire, or own. Representative government

meant the representation of property, and the fewer people

allowed to take part in the political life of the country the

better.

In the Articles of Confederation, our nation's first constitution

there is a short Bill of Rights. But three classes of people are

specifically excluded; felons, those who commit treason and

paupers. Being poor has always been a crime in America.

A later elaboration of Blackstone, contra Smith, comes from

Jeremy Bentham and John Stuart Mill, "The greatest good for the

greatest number". But although this implied some responsibility

of property to society as a whole, it implied absolutely no

responsibility of property to any individual. Today we call this

Libertarianism.

These then are the enduring divisions in America:

Smith vs. Blackstone

Jefferson vs. Hamilton

Ralph Nader against ALL the elites who own and run this country,

and our lives.

In the words of Martin van Buren:

"The Democracy against the Money Power".

+++++++++++++++++++++++++++++++++++++++++++++++++++++++++++++

Now to Capitalism:

Capitalism is not an economic system. It is the expression of the

rights of property under Liberalism. Property rights imply

alienation, and alienation itself creates the market.

Returning to Smith, the free market, the invisible hand, is the

best mechanism (remember this the 18th century) for insuring the

common good. But a free market, after Smith, can only function

under the rule of law. And law can only function when built on a

sound foundation of ethics. These three attributes form a well

described hierarchy, Ethics (the Theory of Moral Sentiments), The

Law (Lectures on Jurisprudence) and the Free Market (The Wealth

of Nations), which we call Capitalism.

To move ahead from Smith's time to the days immediately after the

market revolution under Andrew Jackson, we find a different, more

developed, home grown, theory of Capitalism (H.C.Carey, Edward

Kellogg, Henry Clay) that recognized three separate and distinct

forms of Capital; Production Capital, Finance Capital, and Labor

Capital. Capitalism itself was the system used to balance the

interests of each form of Capital, so than no one could dominate

the others.

To quote the full title of Edward Kellogg's book:

LABOR AND OTHER CAPITAL: THE RIGHTS OF EACH SECURED, and 

THE WRONGS OF BOTH ERADICATED

Green Capitalism would do the same, but would also add Ecological

Capital to the mix.

Each kind of capital has its own peculiarities. For instance

Finance Capital can be horded over time, but Labor Capital

cannot. The hours a worker doesn't have work are gone, never to

return. Production Capital can depreciate very quickly, machinery

becomes obsolete. Or not all, the value of land remains the same

or appreciates. The first three kinds of Capital can represent

themselves, but who shall speak for the fourth? 

In Germany all three earlier kinds of capital are represented on

the corporate boards. Production Capital is represented by 

directors elected by the stockholders to represent their

interests. Labor is represented by their union leadership. And

Finance Capital is represented by the banks, including, for the

largest corporations, representatives of the Central Bank.

Ecological Capital does not, as yet, have a place at this table,

but it is well represented at the political level, and is paid

attention to. The mechanism is simple; either listen to the

ecologists, and The Greens, or have more government regulation

rammed down your throat.

This system does seem to work. The German corporations are

prospering, and the real wages of workers are much higher than in

the U.S.

Let's recapitulate:

Green Capitalism recognizes the legitimacy of private property,

and the free market, but only if the inalienable right to "The

Pursuit of Happiness", as defined above, is recognized.

Green Capitalism recognizes four, not three, kinds of capital,

and that each must be held in balance, with none allowed to

dominate any of the others.

What we have today is the complete ascendance of Finance Capital,

and it isn't working very well for most people.

And lastly, Green Capitalism requires a democratic foundation,

and recognizes that democracy and absolute poverty cannot exist

at the same time and in the same place.

So, what is the problem?

Poverty! And poverty is a problem that we can do something about.

In a book that I read a long time ago by the great Austro-Marxist

Otto Bauer, there is one sentence that has always haunted me,

even though I can no longer remember the name of the Book:

"The only thing wrong with poor people is that they don't have

any money."

Then the solution is to give poor people money!

If the Declaration of Independence could be rewritten, it might

read "... Life, Liberty and a little bit of Cash."

But it isn't that simple. Nothing is ever that simple.

It comes down to four questions, as formulated by the Green Party

of New Zealand:

What do we want to do?

How do we want to do it?

How much is it going to cost?

Who is going to pay for it?

The movement for a basic guaranteed income (BIG) is, of course,

an attempt to solve the problem of poverty. BIG is fairly clear

as to the first question above, but not at all as to the other

three.

I also have a problem with the formulation BIG (Basic Income

Guarantee), and much prefer the German version, Grundeinkommen

(Basic Income). You will see why below.

If the problem of poverty can be solved by giving money to the

poor, then another problem arises. Who, exactly are the poor?

This immediately implies some kind of means test, and with that

the ugly word "welfare" raises its ugly head. Nixon's Family

Assistance Plan (FAP), well intentioned though it was, was a form

of welfare. And so was Russel Long's alternate proposal, which

did come to pass, the Earned Income Tax Credit (EITC). The latter

was not meant to sound like welfare, thus the "earned income".

But it was none the less. Anything that is means tested is

welfare, a giveaway, a handout, even if it is for "the rich", or

"the middle class", whatever that is.

So the problem is how to alleviate poverty without identifying

who the poor are.

There is a solution.

First we need a democratized monetary system, and a greatly

simplified, equitable, and efficient tax system.

This also has to be done without tearing apart the market system

now in place which, for all its faults, does know how to create

wealth.

There is a great tradition that we can draw on from our own

history. 

The book by Edward Kellogg, published in 1849, mentioned above,

called for the creation of a democratic monetary system based on

"fiat money", which would grant affordable credit to everyone,

especially farmers. This made a lot of sense in 1849 when America

was still a primarily agricultural society. This was also the

genesis of the Greenback Party after the War of Northern

Aggression (also known as the Late Unpleasantness), which later

became the Populist Party.

Edward Bellamy's novel, Looking Backwards, published in 1887,

depicted a society that, in the year 2000, enjoyed great

prosperity by using a monetary system based on, of all things,

credit cards. This gave rise to Bellamy clubs all over the nation

that took his speculations quite seriously, to Bellamy's great

surprise.

Then there was the Georgist movement which shared many of the

goals of the Populist party, but which, tragically, was committed

to hard money (they still are).

And lastly, among the many movements during the depression, there

was the Share-our-wealth Societies of Huey P. Long.

Here is Huey P. Long sounding suspiciously like Ralph Nader:

"The people of this country have fought and have struggled,

trying, by one process and the other, to bring about the change

that would save the American country to the ideal and purposes of

America. They are met with the Democratic party at one time and

the Republican Party at another time, and nothing can be squeezed

through those party organizations that goes far enough to bring

the American people to a condition where they have such a thing

as a livable country."

Well, that's what we want, "a livable country", for each and

every individual. That's what Adam Smith wanted, and what Thomas

Jefferson wanted, that's what the Populists wanted, that's what

Ralph Nader wants, and that's what I want.

Lets get back to money, and taxes, back to the "How?":

A very simple proposition: The Federal Reserve is not a central

bank. A central bank issues banknotes, that is, it creates money.

The Federal Reserve does not issue banknotes, and neither does

the Department of the Treasury.

But if you take a dollar bill out of your pocket, and look at it,

you will see, printed at the top, "Federal Reserve Note".

Now please, don't assume that I am going to blame the Fed for all

out problems. Quite the contrary, I would not propose to touch a

hair on its dear little head.

Ludwig von Mises, the great Austrian economist, was, like Henry

George, a hard money man. He didn't believe a system of fiat

money could ever work. His reasoning was, as always, very

straight forward; the private sphere, business, would never put

up with it. If the government tried to print money based on thin

air, then business would create its own money based on some

commodity, or mix of commodities.

But this is America, and we do really strange things.

The Federal Reserve was created after the banking crises of 1913

to insure a reliable currency sufficient for the needs of

business. It was founded, by act of Congress, as a Federally

mandated institution, owned, not by the government, but by the

private banking system. It still is today, in spite of some

cosmetic smoke and mirrors changes by Roosevelt, which didn't

change anything. Roosevelt was really good a smoke and mirrors.

In the meantime the great debate over whether to have hard or

soft money, a debate that had been raging for centuries, expired

quietly under Nixon. Most people didn't notice. Some problems

just solve themselves.

What we have in this country today is a system of fiat money

where all the money is issued, as a monopoly, by the private

banking system. This "fiat" is also on your dollar bill, "THIS

NOTE IS LEGAL TENDER FOR ALL DEBTS PUBLIC AND PRIVATE". It is a

fiat because it really doesn't give you much choice in the

matter.

No one claims that the system doesn't work. We, collectively,

spend a lot of time chasing after these little green pieces of

paper, so they must be worth something.

And they do define poverty. If you don't have any of them, and

you can't get any of them, you are poor.

The problem is not that the private banking system has the right

to issue, that is create, money, but that it has a monopoly on

the creation of money. The Department of the Treasury does not

issue Federal Reserve Notes, it only prints them, and the banks

pay only for the printing, not for the value of the money. The

Fed does, however, regulate, to a lesser and lesser extent, how

much money the private banking system can issue. 

To oversimplify, it is possible for the Federal Government to

create money on its own (which it does when it mints coinage) and

not allow the private banking system to have a monopoly on that

creation. Oddly enough this can be accomplished by very simple

congressional legislation, under the Constitution, and that The

Fed would stay just as it is, regulating the private banking

industry already in place, but not the public banking system that

could be, and should be, created by Congress.

As the economy expands, and the economy should expand in a Green

way, by increasing the quality of our lives while reducing our

use of the world's resources, the money supply could be expanded

in proportion, and the money thus created could be evenly

distributed. The is not redistribution of wealth, which doesn't

work, but the democratic distribution of wealth, which will.

In other words, a portion, but by no means all, of the money

needed for BIG would come from just printing money. Now everyone

cries "Inflation, Inflation, Weimar, Weimar!" But no, our

situation is different. Under our system of "fiat money" money is

created by the government, and what government creates, it can

destroy.

This is where the tax system comes in. Under our present monetary

system the purpose of taxation is not primarily to collect

revenue, but to control the size of the money supply. It is a too

rapid expansion of the money supply that would cause inflation,

not the printing of money. 

Now we come to the question of the size of government, of the

public sector of our capitalist market economy. The central

European economies are mostly floating around 50%. Anything much

over 50% the taxpayers revolt and government pulls back. We, on

the other hand, usually run at a little less than 30%, which is

simply not enough to finance "a livable country". I would argue

that the public sector, that is all levels of government, should

take up 40-45% of GDP, with 45% being the absolute upper limit.

This is, of course, something over 4 Trillion dollars, which is,

as Dirksen would have said, real money. So we have to deal,

really deal, with our garbage tax system, and I don't mean tax

the garbage, although we would do that too.

There are only three kinds of taxes that are important in this

context:

I. A Net Asset Tax

II. An Asset Conversion Tax (a much improved VAT)

III. A Capital (head) Tax

The first is a tax on all assets, on everything alienable, of

value, that each and every individual, including corporations,

owns. This would run a little under 2% (1.8), but should never be

allowed to get above 2.5, no matter what the emergency. (You get

over 3%, and the tax is either uncollectible [Europe], or the

people revolt [California, Proposition 13]).

The second is a sales tax, of about 14% (lower than any in

Europe) collected at the Federal level and split (8:6?) with

state and local government. States could chose to not collect a

VAT tax, which is what this is, but then the Federal Treasury

would just keep it all.

The rates might seem arbitrary, but they aren't. They have a long

track record and go back at least 5000 years.

The last tax, is a straight, flat, head tax (but then notice, all

these taxes are flat), of about $6000 per year for every citizen

of the United States, whose body is still warm and breathing.

The last tax is, obviously, negative and is your BIG, or, as I

prefer, your basic income. There is no means test, as long as you

live the check is in the mail. You can't hock this, and no

creditor can grab it, not even the government, until the cash is

in your pocket.

Now $6000 a year, $500 a month, won't make you rich. But consider

a single mother, with one child. Both mother and child have

health care, like everybody else. If the mother has a half time,

minimum wage job, then their income is $18,000 a year. Still not

much, but if you don't have to pay for health care, or education,

it isn't poverty. And why stop there. Some civilized countries,

like Austria, pay a mother, or father, a salary to stay at home

and take care of a child for the first six years of a child's

life. Raising children is work. It is probably the most important

work there is. And we can afford to pay fot it can't we? We are

the richest country in the world, aren't we?

The first two taxes would be enough to pay for BIG, universal

health care, and decent public education from nursery school

through graduate school. But where would the rest of the money

for government come from? 

Payroll taxes! But I argue that the payroll tax is not a tax at

all, but a user fee. (Pace Bruno Kreisky) The corporations are to

be provided with a well educated, healthy, relatively happy and

flexible work force. And they should pay for it. This is just

what countries like Germany and Austria do. The "taxes" are high,

but it works. American companies are opening factories in Austria

and Germany, not closing them down. We hear over and over again

from the Right that the US taxes on corporate profits are the

highest in the industrialized world. This is, oddly enough, true.

The reason is that the European nations don't care about your

profits, they want their money up front. And if they see profits

in an industry rising too high, they just up the user fees, that

is the payroll taxes.

Then there are other user fees and "sin" taxes that round out the

budget, but really don't amount to much.

Have I forgotten the Income Tax? Not at all, it's history, it's

gone.

And how about tax expenditures? They are gone too. The government

can subsidize anything or anyone it wants, but all subsidies

would be open to the public scrutiny and would be granted on an

individual basis upon application. And the application itself

would also be a public record.

And how about corporations? Well, depreciation allowances,

accelerated or not, are gone too. This might not seem so

important, but read the fine book, DEMOCRACY AT RISK, by Jeff

Gates. Depreciation allowances are the tail that wags the dog,

and the reason that many of our largest corporations pay no taxes

at all. 

There is also an element of double taxation built in here (I

wonder how that happened?). The legal ability to incorporate as a

corporation with limited liability is central to the existence of

the corporation, and is a privilege extended to them by

government. They should pay for it. And under this tax system

they will. The assets of the corporation are taxed at the same

rate as the assets of an individual, 1.8%. But the corporation

stock owned by individuals, or other corporations is also taxed

at exactly the same rate. This amounts to a combined tax rate of

at least 3.6% on all assets owned by limited liability

corporations, an extra 200 billion dollars, or so, to finance a

livable country.

And, what if a corporation is owned by a corporation, that is

owned by a corporation, that is ... It's 1.8% at each and every

level. If corporations wish to keep their convoluted, nested

corporate structures to hide their dirty deeds, let them. It is

all still legal, just very, very expensive.

That's the What, the How, and the How Much?

Who is going to pay for it? All of us.

The tax rates are exactly the same for everyone. If the system is

not progressive enough, just increase the negative capital tax,

and raise the other taxes, very gently.

There are still a lot of loose ends:

How complicated would this tax system be, how hard to enforce?

This is the easy part, and the short answer is; a lot less

complicated and easier to enforce than what we have now.

Would this monetary and tax system work against the extreme, and

obscene, disparity in wealth and resources that are destroying

our country? Yes, first in the most obvious way. By giving people

that have nothing, something. That something, because there are

now so many that now have nothing, will add up. And having the

time and leisure to exercise their democratic rights, to

participate in the political life of our society can translate

into real power.

But there is another, more subtle, factor at work. The 1.8%, or

2% net asset tax is not onerous for someone with a net worth of

$10,000, and a person with a net worth of $300,000 at least

breaks even. The capital tax and the net asset tax cancel each

other out. But if your net worth is in the billions then your

problems increase. You have to incorporate a good deal of your

wealth, you really need that limited liability. Now your asset

tax rate is doubled, and has to be paid in cash. Your negative

capital tax is a just a minor irritant for your bookkeeper, and

you will have to hire a lot of people to look after your

interests, people who at least have some income of their own, and

won't starve without you. You might actually be better off with

just 500 million or so. Think about it.

What about non-profit, or not for profit, corporations? Remember.

there are no tax exemptions. Organizations that do real work in

society could qualify for subsidies, but right wing think tanks

might be in for hard times. Some asset taxes might be deferred,

but not forgiven. I church would not have to pay property taxes,

as long as it is a church. But before title could be transferred

from the church to someone else all the deferred taxes would have

to be paid. Converting hundred year old churches into condos or

discos wouldn't be much of a business. And Harvard would pay

taxes (don't worry, Harvard will survive).

What would a public banking system look like? It would be a

savings bank for ordinary people. It would pay them little, or

no, interest, but would protect their savings from inflation. It

would offer low cost loans for modest homes, for education not

provided by government, and for basic needs when times are hard,

especially for small farmers.

Anyone could still put their money in accounts with the

commercial banks, and receive a decent rate of return, much

higher than the public banks. But the accounts would not be

guaranteed by government. That's a free market, not like the have

your cake and eat it to market that we have now. Commercial

banks, or "institutes of discount and deposit" as Andrew Jackson

would have called them, would still be overseen, and regulated,

but not bailed out, by the Fed. 

And why do I call the VAT tax an asset conversion tax? That's it

for today. If you really, really want to know, send me an email.

If there is one message to all of this, it is this:

Poverty is Unnecessary;

and like War,

what is it good for?

Absolutely Nothing!

Thank you,

George McGuire

