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I. The Juarez Plan

The Juarez Plan is named for Mexican President Benito Juarez.  He rallied his country to defeat European Invasion and Conquest of Mexico.  Britain, France, and Spain had come to Mexico in the name of debt collection at the point of a gun.  The French dictator Louis Napoleon sensed opportunity and set up the Austrian puppet Maximilian as Emperor of Mexico.  The Mexicans who had just been through a long internal conflict rallied behind Juarez and after years of brutal war eventually drove the French out.  The great Mexican Holiday of the Fifth of May (Cinco de Mayo) comes from a Mexican Victory in this war.

Although we have not been invaded our stakes are no less grave.  Human needs of food, clothing, shelter, and education are left unmet in the name of penury due to the fact that money is owed.  Human projects are put off for lack of capital due to debt.  What passes for fiscal responsibility is nothing less than a collective, virulent social psychosis.  

The Juarez Plan cuts the Gordian Knot of debt by monetizing it in the general interest.  Without default or inflation, the Juarez Plan would liberate human ingenuity and effort from its current yolk and bring in an era of prosperity and peace.  It would also establish the perfect platform for the institution of a Basic Income Guarantee.

If we were looking for a day that exemplifies our struggle, Cinco de Mayo would be a great candidate.

II. Money and the Debt

The Modern Conception

As we meet here in New York the debt of the United States approaches $9,000,000,000,000 or about $30,000 for every man, woman, and child in the country.  Servicing this debt now costs about $450,000,000,000 a year, or $1,500 in interest payments per person.  This does not affect the principal which is still in a period of rapid growth.  Government debt is indentured servitude of the general public.  The entire nation is now entering the status of bond slave without hope of ever retiring said debt.  

But is this inevitable, necessary, unavoidable?  Must we serve this insatiable beast without alternative?  My answer is a resounding, “No”, and this proposal is aimed at eliminating all government, and most other, debt in a single bold act.  Our futures and those of unborn generations depend on it.

But what is that we owe?  What is the nature of modern money that makes it an intergenerational conduit of wealth, a transfer from the future to the present?  Three historical circumstances help explain how we came to this juncture and shed a great deal of light on the nature of money.

The first was the disintegration of the Roman Empire in the west.  After about 400 A.D. there was no central government that could enforce the rule of law.  Money became the province of the provinces.  The only way that money could be used in all the various kingdoms and principalities was to have the money made of a commodity with intrinsic value.  This replaced the classical conception of money as nomisma, a government created numeric matrix, a system of currency and exchange based on the government’s power to control and limit issue.  This gave way to the post Roman concept of moneta, or money based on its immediate rather than mediate value.  This is the beginning of the gold fetish, a disastrous misconception which still plagues the world and is the zeitgeist of much of what passes for “scientific economics.”  Money as system was almost completely forgotten.  Monetary divisions took on an independent existence.  Things got so bad that there are economists alive today that believe the value of money is based on the cost of mining gold.

Secondly, until 500 years ago, lending money at interest was a mortal sin in Christianity.  Any arrangement that allowed money itself to yield an increase was considered the greatest of abominations, a sin not just against God, but against Nature itself.  In Dante’s “Inferno” Usura, the spirit of greed that used money as its medium of power and aggrandizement, held a preeminent position in the eschatology of hell.  But this proscription was not limited to Christian theology, Moslem, and Jewish teachings condemned it as well.  But this situation left humanity in a difficult situation.  Unbacked state money was virtually non-existent after the fall of the Roman Empire in the west, and so all people everywhere were starved for a circulating medium.  No one had any incentive to loan money to others other than altruism, a sentiment in short supply.  Those that had money lived well, had a multitude of courtiers and servants, because most people lived in penury.  

There was one way around the prohibition against interest and it became important.  While Jews were not allowed to charge interest to other Jews, there was no prohibition against charging interest to non-Jews.  This situation left the Jews in a very unique situation, a situation examined in some detail in Shakespeare’s “The Merchant of Venice”.  When in need of funds, the Jewish Money Lenders were one’s best friend, a savior from whatever calamity faced the potential borrower.  When one’s relatives and friends had all refused to help, there was always a source to whom one could turn.  Shakespeare named him Shylock, a name which is still rich in worlds of crime for loan sharks, and in right wing anti-semitical conspiracy theorists to claim the world is run by a cabal of Jewish bankers.

These cultural and linguistic remnants of the arrangement that existed in the Middle Ages are simplistic and damaging to all who perpetuate them and use them as a cudgel to beat up on Jews.  Even Shakespeare, by taking things to the extreme of “a pound of flesh” has kept Shylock alive as an operator on the modern mind.  But the truth of the matter is that absent a government to issue sufficient money to insure uninterrupted circulation, the Jewish Money Lenders were an essential component to the Renaissance that occurred in the fifteenth and sixteenth centuries.  They put money into the hands of those who could earn a profit, through trade, through invention, through being more efficient.  They made their societies prosper.  Their fortunes grew as the fortunes of their clients grew.  It was just a matter of time until the prosperity that the money lenders achieved would draw the envy of civic and clerical authorities and the prohibition against the charge of interest was overcome.  Interest bearing money became the norm.

The third historical circumstance that is important for our modern predicament took place in London after the Church had overcome its reluctance and allowed the letting of money at interest.  In these times, there were banks that permitted a person to deposit their gold for safe keeping against theft.  These banks would issue certificates of deposit indicating the amount of gold that had been deposited.  These certificates began to be accepted as money, as they were redeemable in gold on the bearers demand.  This was a great convenience, in that the certificates made it unnecessary for people to actually deliver gold when making a purchase, instead, they just delivered the certificate.

This worked well until the gold keepers figured out that they could issue more certificates than they had gold.  That is, they could issue their own certificates to worthy borrowers, at interest, and no one would be at a loss unless too many people showed up to redeem their certificates at the same time.  When this practice was discovered by clients of a gold keeper, a panic often occurred and people rushed to get their gold.  This became known as “a run on the bank.”

These three influences, the confusion of gold and a money system, the letting of money at interest, and the ability to magnify money by the process of loaning the same money to several persons came into a dynamic coalescence in the 1680’s England.  The English Whigs became increasingly opposed to the Stewart Monarchy.  Not wishing to throw the country into the anarchic state that had accompanied Cromwell’s Republic, they sought a replacement.  That replacement, William of Orange, came in with political support, but without the financial means to press his claim.  His answer was to grant a charter to the Bank of England, codifying the worst practices of the previous millennium.   A private company was put in charge of issuing currency, setting interest rates (always positive), and maintaining the illusion of redeemability in gold.  This all became accepted banking practice.  In return for this charter, the Bank of England guaranteed him a line of credit to fight the Stewarts for the throne of England.  Thus, modern banking was born, and its pernicious practice of Fractional Reserve Credit became the modus operandi of world finance.  A bastard blend of usury, legal counterfeit, and the gold fetish began its long reign in first the western world, then throughout the British Empire, and on to the world at large.

The People Strike Back

This hegemony held until the American Revolution and the introduction of pure fiat money, the Continental.  This fatally flawed currency helped win the war for independence but then became fodder for speculators because it failed to carry with it the power to tax.  It was in 1861, again in the United States of America, when a President named Abraham Lincoln, challenged the banker’s stranglehold on the world.  Like the Whig’s of England two centuries prior, and the revolutionaries that founded the USA, this former congressional Whig, sought money to prosecute a war.  But instead of the banks bailing Lincoln out they tried to extort him.  He rejected their demands for 25% interest and instead reclaimed the power of issue for the government.  But unlike the Continentals of the revolutionary period, Lincoln’s government had the power to tax.  Lincoln created an industrial explosion so powerful that the world of finance was shaken to its core.  They sought to surround Lincoln with their adventures in Mexico, but the genie was out of the bottle.

Some Ancient Wisdom

The Greeks

Alexander Del Mar, monetary historian and theorist, contends that the knowledge of money underwent a long period of devolution.  It is from his analysis that I base the historical process by which this knowledge was replaced by error.  He notes that the Greeks had money made from various materials that had nothing to do with its conversion or redeemability in gold.  The Greeks called money Nomisma, that is it is a system based on numbers.  The study of money is still called numismatics.  His historical analysis traces the devolution and change of name to the temple of Juno, known as the Moneta, where the Romans coined gold into money. 
The central thesis to Del Mar’s analysis is that money is a system and that the unit of that system is the total of all money in the system.  Price is not just a ratio of Money/Goods, it is a ratio of Money/Total of Money/Goods.  If the price of a bushel of corn is $10 when there is a $100,000,000 in circulation, is different than a price of $10 when there is $200,000,000 in circulation.  The money has been diluted by 50%.  The expected price (proportionally equal) of a bushel of corn that had been $10 with $100,000,000 in circulation would be $20 if the amount of money in circulation had been increased to $200,000,000 (ceturis paribus).  If the price of $10 for a bushel of corn stayed the same while the amount of money in circulation doubled, this would actually be a 50% price reduction.  This is why it is so important for the actual amount of money in circulation to be known and regulated in the general interest.  The dollar price of a good is the numerator; the amount of money in circulation is the denominator.  Both must be known if one is to understand the price, and thus the cost of anything.  

The practice of fractional reserve credit allows private interests to alter the value of money for their own purposes.  When they are short on money, i.e. have few monetary assets, they increase the supply of money by letting loans.  When they are long on money, i.e. have a lot of money assets, they decrease the supply of money by calling loans.  These practices are self fulfilling prophecies, and money can be made to do their bidding regardless of their situation.
The Hebrews

Amos Chapter 8 Verses 4. Hear this, O ye that swallow up the needy, even to make the poor of the land to fail. 5. Saying … And the Sabbath, that we may set forth wheat, making the ephah small, and shekel great, and falsifying the balance by deceit.

I need search no further than the holy bible to find the ethical basis for The Juarez Plan.  Indeed, it is the Torah and Gospel of Jesus that give me my main inspiration.  The themes of Economic Fairness, Just Measures, and Forgiveness of Debt are practically the whole message of the Bible.  Iniquity, a word for sin, is another form of the word inequality.  The Apostle Paul went so far as to say the love of money is the root of all “Evil”.  In the Juarez Plan and the Basic Income Guarantee we have its inverse.  The “right” use of money is the root of all good.  But these are more than semantic vagaries, because the bible was not so vague.

The Torah, the Christian Old Testament, lays out a plan for how the nation of Israel was to deal with money and debt.  It is known as the Sabbatical and Jubilee Cycles.  Professors, around the world, recognize the word that grants them every seventh year off for a period of study, renewal, and self reflection.  The biblical sabbatical was a bit more comprehensive.  Every seventh year the whole society took the whole year off from work and all debts were forgiven.  After every seven groups of seven years was the Jubilee Year.  Not only was all debt forgiven and servants given a rest, but all land was returned to the original owners and all slaves were freed.  I often think of this last part when I remember that both John Adams and Thomas Jefferson died on the 50th anniversary of the Declaration of Independence.  Maybe it wasn’t such a good idea to remove the condemnation of slavery that was the center piece of the first draft of this historical document.    
We have a minor remnant of the Sabbatical Cycle in our bankruptcy laws, in that one can only declare bankruptcy once every seven years.  A fairly universal right until the current Bible Thumping Republocrats passed the bankruptcy reform act, now some debts are never dischargeable; they follow you to the grave.  It makes one wonder if the pious Christians who passed these laws have ever even read or recited the Lord’s Prayer, “Forgive us our debts, as we forgive our debtors.
I spoke earlier about the injustice of blaming the Jews for the historical accident that led them into the trade of money lending for profit.  They long ago lost their monopoly in this realm, and yet the Jews still seem to prosper in whatever setting or culture in which they live.  This observable prosperity is envied and hated by certain people and it is attributed to a shrewd and avaricious business sense.  I would argue just the opposite.  The Jewish People prosper and rise over generations not due to shrewdness, but due to their adherence to the law of forgiveness of debt.
We are long overdue for a Sabbatical and a Jubilee.  The Juarez Plan will bring them to your neighborhood.

Some Modern Wisdom

The Juarez Plan is not the first attempt to monetize the national debt.  California Congressman Jerry Voorhis and Texas Congressman Wright Pattman proposed a bill in 1939 to do just that. Voorhis was incensed that the banking system had been granted the right to create money out of thin air and loan it back to the Federal Government at interest.  The Voorhis/Pattman plan involved the government reexerting its right to issue money and the replacement of bank issued debt instruments with non interest bearing bonds.  It was a comprehensive plan to completely eliminate government debt with nothing more than bookkeeping reforms.  In addition to eliminating the debt, it also imposed a 100% reserve requirement for all banks in the system.  This allowed for the government to reclaim the right of monetary issue for the public good.

They were following the ideas laid down by Irving Fisher, noted thirties economist.  But Fisher’s ideas did not exist in isolation; they were echoed in the most conservative conclave of economics at the time, the Chicago School.  Ronnie Philips wrote an entire book on their proposals.  The notion that private banks should be the issuer of currency is laid bare in all its ridiculous splendor.  This does not even bring into the discussion Frederick Soddy, Nobel Laureate in Chemistry who switched to economics in his later years.  All these people have written extensively and convincingly on the absurdity of allowing private operators in the economy to issue money.

Ronnie Philips’ very pertinent book “The Chicago Plan & New Deal Banking Reform” cites French Nobel Laureate in Economics Maurice Allais’ contention that the effect of modern finance is “fundamentally comparable” to that of a gang of counterfeiters.  He identified six problems with allowing banks to issue money. 
1. The creation and destruction of money by private banks.  
2.  Sensitivity of the credit mechanism to short term economic conditions.  
3.  The basic instability engendered by borrowing short and lending long. 
4.  The distortion of income distribution by the creation or “false claims”.  
5.  The impossibility of control over the credit system.  
6.  Nonexistence of efficient control over the aggregate supply of money.
Allais’ two fundamental principles guiding monetary reform are (1) The creation of money should be the business of the state and nobody else. (2) No money should be created outside the monetary base, so that no one would be entitled to the benefits that attach from the creation of bank money.

“But what actually happens when our government engages in deficit financing?  The obvious way the government can get more buying power into the people’s hands is by itself putting more money into the stream of commerce than it takes out in taxes.  The tragedy of the situation is that, up to date, the only way our government has enabled itself to spend more money than it takes in has been by forcing this sovereign nation to borrow its own credit from private sources.”  Jerry Voorhis, long time Congressman in California, Richard Nixon’s first electoral victim.

Nor is The Juarez Plan the first effort to address the positive rate of return on money.  If you’ve ever seen the great Frank Capra movie “It’s a Wonderful Life” you’ll remember the scene in which George Bailey stops a run on his Savings and Loan by talking the people out of it.  Well a real incident such as this actually occurred.  Senator John Hollis Bankhead single handedly stopped a run on the Jasper National Bank of Birmingham, Alabama in the early thirties.  An uncle of the famous actress Tallulah Bankhead, Senator Bankhead was also a critic of our monetary arrangements and proposed the introduction of a Billion dollars in stamp scrip in the 1932.  Bankhead got the idea for Stamp Scrip from Argentinean Businessman and monetary theorist Silvio Gesell.  Gesell thought that the main problem with money is that it didn’t deteriorate like all other goods.  His answer was stamp scrip, money that had to have a stamp affixed to it on a regular basis to keep it current.  Gesell proposed a stamp of one per cent per month.  A $100 note would need a $1 stamp affixed each month, paying for itself in a little over eight years.  Gesell’s great book “The Natural Economic Order” so impressed Senator Bankhead that he brought the idea of Stamp Scrip to the U.S. Congress.  His particular version had the very high rate of two percent per week.  He was criticized for not understanding the concept, but I suggest that his critics were those without understanding.  Such money would circulate rapidly, a hot potato if you will.  It would have the great potential of retiring a great amount of debt.   The Senate Bill that Bankhead introduced died in congress and the depression continued unabated for another eight years.
Stamp Scrip was tried however.  The Austrian town of Worgl issued this deteriorating currency in the middle of the depression.  The town paid it into circulation on public improvements and the town prospered.  The Austrian central bank got wind of the project and shut it down.  They did not like the competition.  Money does not naturally grow.  This is a great fallacy.  It is killing more people every year than war.

The National Debt is the Financial System’s version of agricultural price supports.  It is the structural equivalent of paying farmers to keep their land idle.  The payment for this service, the interest on the debt falls to the public at large.  What is government debt?  Who loaned us all this money?  How are we ever going to pay it back?  Are we going to have to sell our children, as Jonathon Swift suggested?   Conventional wisdom tells us that not only is the debt large and growing, but that it will be with us for generations to come.  Current budget deficits are large and will push the size of the debt much higher, forcing a coming era of austerity and belt-tightening.  No more Mr. Nice Guy government.

III. The Basic Income as Monetary Reform

I need not argue that the Basic Income and Monetary Reform belong together because they are the same thing.  The Basic Income Guarantee is a fundamental Monetary Reform.  The notion that human beings do not start from the zero position is revolutionary in the extreme.  It alters every relationship in the economy.  But the Basic Income Guarantee principally addresses the individual, leaving in place the debt and leaving the power of issue in private hands.  The debt and its interest would be competition for government funds.  Leaving the issue of our common money in private hands would cede enormous power to individual operators in the economy.  The right to create or destroy money would give them the ability to alter at will the purchasing power of the Basic Income.

The tool of money has been perverted from its function as medium of exchange, and is now used as the principal impediment to human interaction and productivity.  The Basic Income Guarantee goes a long way toward addressing this problem.  But the Basic Income by itself is a sheep among wolves.  Money must be fundamentally altered from its current condition or any basic income measure will be nickled and dimed to death over time.  Money is human society’s most powerful and valuable tool.  If that power is left in the hands of the same people who control it today, they will not rest until it is dead.  The institution of a Basic Income Guarantee needs The Juarez Plan if for no other reason than its own protection.

Money is a set of numerical relationships.  The Juarez plan is a direct and simple transformation to another set of numerical relationships in which every person can see their prior position and their new starting point.  The economic pecking order would be preserved, it would simply be compressed.  The alternative is continued human misery, famine, poverty, rebellion and war.  These are the stakes. 

It is no stretch here to tout the advantages of a basic income grant or citizen’s dividend because I would be preaching to the choir.  What I will do is try to explain why this is a solution to so many of the problems that we face in our economy.  The Basic Income/Citizen’s Dividend is the unifying principle of our group.  There are as many reasons to support it as there are participants in USBIG.  Each of the members of USBIG carries a lifetime of experience, a set of political and intellectual beliefs that predispose them to the idea of the Basic Income and these predispositions come from many unique sources.  Why is it that this concept has unified such a varied and eclectic group of academics and activists?  What is it about the idea of the Basic Income that makes it such a unifying concept?  I will argue today that it is more than a personal, or ethical, or aesthetic predisposition that attracts us to the idea of the Basic Income, it is its physical and cybernetic nature.  The Basic Income Guarantee is the monetary manifestation of what Kenneth Snelson and Buckminster Fuller have termed “tensegrity”.  Tensegrity, tensile integrity, is the dynamic balance between the forces of push and pull in a system, which renders it a unified whole.  The Basic Income is the missing pull that is necessary to balance the push of economic exchange.  It is the catalyst to a fully functioning money exchange system.  The Juarez Plan is directly analogous to the Basic Income Grant in that it compresses the distance between the poorest and richest in the system while completely maintaining its order.  They are both monetary manifestations of Tensegrity.
IV. Transcendental Monetization

Transcendental Monetization will be a four phased program.

A. Money must be Condemned

Our first step in Transcendental Monetization is the Condemnation of Money.  I have already spent a good deal of time condemning money on a moral basis, but that is not my goal here.  The condemnation that I speak of is the exercise of Eminent Domain, in which the society takes ownership of an entity in the public interest.  This process will not be without compensation to its current owners, though I daresay, outright confiscation could be justified.  I believe those who have operated the current system will be justly compensated for their efforts, but they will not retain their ownership or control of the system, just their own particular piece.  

The entire banking system will go into receivership.  Trustees will be appointed for all banking entities, who will exercise proprietary control and operate these entities on an interim basis.

B. Money must be Reformed

The reform of money will take very discreet steps that I will outline below.  These will all take place under the auspices of the Receivers appointed in the condemnation process. 

1. Separate Operations and Investment:  The control and administration of accounts will be completely separated from the letting of loans

2. Outlaw Fractional Reserve Credit:  A 100% reserve requirement will be applied to all banks.  No bank may create money.  No account may be credited unless another account is debited.

3. Define Money:  A strict definition of what is and isn’t money.  Which cash and which accounts will be honored and which not.

4. Identify Existing Money:  All cash money and accounts everywhere must be turned in and certified.  All money will be credited to the person who has legal claim to it.  Any money that is not turned in and certified by established dates will be deemed null and void.

5. Quantify Government Debt:  All Government Debts to be totaled and the holders of all notes certified.  Any bond holders who do not establish their legal status on those bonds will have those bonds considered null and void.
6. Pay All Government Debt:  Issue new money and pay the debt.  Money in existing dollars will be credited to all who hold the notes, whether they are citizens or non-citizens.

7. Quantify All Existing Money:  Total all new and pre-existing money.  This will include money that existed as cash and in legitimate accounts.

C. Money must be Redeemed

Once money has been condemned and reformed it must be redeemed.

1. Issue a matching quantity of money in existing currency.

2. Distribute this quantity on a per capita basis to all citizens.

3. Issue new dollars at a rate of four existing dollars for every new dollar. Redeem all money in this manner, for every four old dollars the legitimate owner will receive one new dollar.  Any money not redeemed by the established deadline will be considered null and void.

4. Calculating your position.  Total your existing cash and legitimate bank accounts, the value of any government bonds you hold, the amount you will receive from the common fund.   Divide this number by four.   Assuming: 

$9,000,000,000,000 in government debt.
$9,000,000,000,000 in existing money

$9,000,000,000,000 balance the debt

$9,000,000,000,000 balance existing money

$36,000,000,000,000 old dollars/ 4 = $9,000,000,000,000 new dollars

Those holding government bonds will get liquid assets.  Those owning money would have that money.

Add your existing monetary assets to the $60,000 that each person in the country will receive.  Subtract your debts and divide by four.  This will yield your new position in an economy with $9,000,000,000,000 as a base money supply.
5. All existing private debt will also be enforceable up to the time of redemption.  All personal debt over the $60,000 per person will be canceled.   Mortgages and all other secured loans will be enforceable at the rate of one new dollar to every four old dollars.  State bonds, pensions, and all other long term relationships will be enforceable at the same rate, one new dollar for every four old dollars.
D. Money must be Transcended.

Money will be increased by One Percent per Month, with the proceeds divided on a per capita basis among all citizens, $300 a month to start.  This gives money a negative interest rate of 12.87% per annum.  Only official money will be recognized in the system, which means that people who have money will not be in competition with fractional reserve credit in the capital market.  Interest rates will be set by market conditions, not by committee.  I cannot actually say what that rate will be, but I do not believe that money by its nature has a positive return.  If one leaves money in the bank, they will lose 12.87% of their purchasing power per annum, ceteris paribus.   

V. La Disconquista

With government debt eliminated and the beginnings of a Citizen’s dividend established we are ready to look to a tax plan.  I suggest the plan that I introduced at last years conference in A Declaration of Independences.
A Universal Tax Code
A Unifying Suggestion

A Basic Income, shared equally among all citizens, funded as follows:

5% National Sales Tax

1% National Property Tax

15% National Income Tax

No Exemptions, No Deductions

Local, State, and National Governments share equally, 1/3 each on a per capita basis

5% National Sales Tax

1% National Property Tax

15% National Income Tax

No Exemptions, No Deductions

This would make the tax burden equal everywhere

10% National Sales Tax

2% National Property Tax

30% National Income Tax

No Exemptions, No Deductions    

This plan would provide universal economic security and unavoidable taxes.  It would constitute La Disconquista, The Unconquering of the World.  If done simultaneously in all the countries of the world we could enter a new era.  Those cultures and religions who have fought against Usura, especially the Moslem world, will find themselves liberated to follow their beliefs and still have the benefits of a modern economy.  Every village, every slum, every university would be free to exist without the permission of a moneyed elite.  Money would begin to flow in regular and predictable channels that would bring the staff of life to all.  

Viva Juarez

Viva Cinco de Mayo

Viva La Disconquista
