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The Story of Money

Nick Egnatz
What is the one thing that we all need to live in an industrial society like the U.S.?  Perhaps, the title has given the answer away.  But think about it, money is the one indispensible thing that we need to get the other things necessary for life; starting with food, shelter and clothing and going on from their to the more individual, elective interests that we all have.  
What is money?
Who makes it?

Where does it come from?

This is money (bills, coins)

Who makes it?  US Treasury and it would seem to follow that if the US Treasury makes it, that's where it comes from.  
Well that all seems pretty simple, doesn't it?   

Until just a few years ago, I though that was the story behind our money.  But then I actually started to do a little research to "get the rest of the story" as some guy on the radio used to say.
Let me tell you what I found out and then we can answer the last question "Where does it come from."
Yes this is money.  But it isn't all the money.  It isn't most of the money. In fact, it's only a little, tiny, teensy bit of the money.

Well, you're probably thinking what I was.  That might not be all the money, but the rest of it surely looks just like this.  No, we're both wrong again.  
Well, what does the rest of the money look like?  (debt, mortgages, credit cards, student loans, car loans)  

If you're younger, you've probably heard about this from your parents when they've told you they couldn't afford to buy you something you really wanted, because they have to use the money that your family has to pay off the mortgage, credit cards and other loans.  And if you're older with your own kids, like me, you and your spouse have had to tell your kids exactly the same thing.  

How much money is there exactly?  

We don't know.   ?????????????????

Well we used to know, but now we don't.   ??????????????????????

Please explain.  

Money Supply

The "money supply" is defined as the entire quantity of bills, coins and.........

What do you mean and?  That's it, all the bills and coins, all the money.

No, actually there's more.  The "money supply" is defined as the entire quantity of

bills, coins, loans, credit, and other liquid instruments in a country's economy.  "Credit" refers to loans and "Liquid instruments" are financial arrangements that are easily convertible into cash.  

Officially, our money supply has three levels, kind of like a video game.

M1, M2 and M3  

First Level 
M1
This is what we all know as money: bills, coins and the money in our checking accounts that we use to pay our bills.

Second Level
M2 
Everything in M1 plus savings accounts, money market funds and other individual and small time deposits.

Third Level
M3
Everything in M1 and M2, plus institutional and other large time deposits, institutional money market funds and American dollars that are out of the country called eurodollars.  

We do know how much money we have.  Right?  It's M3.  

No and yes.   ?????????????????

How much money we have is M3, but we don't know how much it is.

Why?  After 2005 our government stopped telling us how much M3 was.  It's a secret now.  

How much was it in 2005?

M3 was 
$9.7 trillion

How much was the stuff we really know as money (coins and bills in the U.S.)?
$228.5 billion  

Visual

Our coins and bills, what we think of as money was only 2.4% of our entire supply of money M3 in 2005.  

Before we go further, let's stop and think about the money supply and how it is divided up.  

The money as we know it in 2005 was $228.5 billion (M1 - checking accounts).  The U.S. in 2005 had 296 million people.  An equal distribution of this money would have been $762  for every man, woman and child in the U.S.  Remember this is only the money as we know it--bills and coins.  But if we count M3, the money supply was $9.7 trillion and that would be $33,000 for every person in the country, if it was divided equally.  Remember that this is just how much money there is in the country.  It does not count wealth, land, buildings, factories, corporate stock and ownership.  
If we had a society that was equal or even approaching some level of equality, each one of us would have about $33,000 of money.  This does not count our homes, land, buildings, stock and business ownership.  Just money which would include in addition to bills and coins, money market and bank deposit accounts.  A typical family of four would have $132,000 of money.  Whatever the money supply is, it would seem that a fair society would desire a system that gives us a somewhat equal distribution of money.
stats on distribution

I have another question.  Where did the other money come from?

Well, that's kind of a secret.  Look how old I am and I didn't find out until a few years ago.  I had to read books to find out about the secret.  I don't know if it's fair or not, if I just come right out and tell you?  You won't have to read any books and you'll know the secret.  In fact when I was in college and we came to the part about the secret in class, our professor wouldn't tell us.  He said that only a few people in the whole country were smart enough to understand it.  
But is it fair to have secrets about where our money comes from?  Shouldn't everybody know this?  

I guess you're right.  Everyone should know, but I got really mad when I found out.  Especially, when I found out that it wasn't hard to understand.  
How so?

Well, it comes from nothing.

Nothing comes from nothing.

Money does.

No it doesn't.  It comes from the U.S. Treasury's mint and printing presses.

That's just a little bit.  Remember?

Tell me about the nothing secret.

Promise you won't get mad, like I did?

OK, I promise.  Tell me now.

OK, but let me tell you another story first, about where the money used to come from.

Origins of Money
Long ago in ancient times as societies grew and formed there was a need in some of them to have something that represented value to all the people and could be used by them to buy and sell things.  Some of these societies chose to use the precious metals gold and silver for such transactions because of their beauty and scarcity they were perceived to have value in themselves.  But it always seemed to happen in such societies that used gold and silver as money that almost all the gold and silver ended up in the guarded cellars of their religious temples and with just a few other very rich people.  Many of the others who had no gold or silver had to become slaves to those that did just to stay alive.  

For most of the people this was a very unfair system, although those with all the gold and silver liked it very much.  Even those that long ago wrote the Bible realized how unfair the gold and silver money system was.  Every 7th year they called for a jubilee or cancellation of all debts and the release of all those held in slavery because of debt.  

Athens
Meanwhile, in another culture, ancient Athens around 600BC, King Solon came to the rescue of poor farmers who had lost their land and became slaves to the rich people.  He declared a "Seisachtheia" or "shaking off" of burdens so that the poor farmers would not owe anything further to the rich people that had taken their land and they would be freed from slavery.  
Ancient cultures realized the inequality that developed from using gold and silver money, also referred to as "money as a commodity" and accepted the periodic cancellation of all debts and release of slaves as a form of social justice.   

In the ancient city-states of Sparta and Rome the kings came up with a new idea on how to have a system of money that is fair to all the people and not just those with all the gold and silver.
Sparta 
Around 800 BC, Lycurgus of Sparta, in what is now Greece, traveled much of the world before he became king to get ideas about the fairest system for the people of Sparta.  On the island of Crete he met the poet Thales who gave him many ideas on a fair money system.  Thales became known as "the lawgiver".  When Lycurgus returned to Sparta and became king he said that gold and silver could no longer be used as money.  The new money would be elongated iron discs that had no value in themselves, but whose value was based on law in the interest of fairness to all the people.  They were called Pelanors because they were shaped just like small cakes called pelanoi.  
The gold and silver system was "money as a commodity", because the gold and silver had value themselves as something other than money--they were valued for their beauty and scarcity.  The new system of iron coins had no such value, other than the law that they would be accepted by all the people when buying and selling things--"money by law".  
Didn't the iron coins have any value outside of money?  No, actually they didn't because Lycurgus had them dipped in vinegar when they were being made.  This made them brittle so no one could use them for anything but money.

Lycurgus also declared by law that all the land of Sparta would be split up equally amongst all its citizens.  The people of Sparta prospered for 350 years under the land reforms and "money by law" systems started by Lycurgus and his friend Thales.  They prospered until Spartans began to get into more and more wars, further and further away, eventually going back to a gold and silver money system because the wars were so far from home.  Then the same thing happened as before, a few rich people ended up with most of the gold and silver money.  
Other city states used the "money by law" system too; Clazomenae in present day Turkey, Byzantium before it became known as Constantinople, Turkey and Syracuse on the island of Sicily.  The famous philosopher Aristotle called the new money NOMISMA because it was "money by law", nomos being the Greek word for law.
"Money exists not by nature, but by law."  Aristotle 

Rome
Long ago, around 700 BC, Rome was just a sleepy little village in what we now know as Italy.  What power took Rome from this humble beginning to becoming one of the most important cities in world history?  Stephen Zarlenga who wrote the "Lost Science of Money" believes it was the power of "money by law".  

King Numa made the decision to not use gold and silver for money.  He believed that Roman society could then develop free from the domination of the eastern temples and merchants that already had almost all of the gold and silver.  He made bronze bars from copper to be used as money.  Later the bronze money was made as coins.  
In fact King Numa's name came from his use of "money by law".  How do we know this?  Nomisma was already the Greek word for "money by law" and when the King of Rome began to use "money by law" or nomisma, he became known by his successful "money by law" monetary policy as King Numa.  

With Rome, much like Sparta, it was war that destroyed their "money by law" monetary system.  The Punic Wars with Carthage and Hannibal, about 212 BC,  resulted in replacing the "money by law" bronze coins with the new silver Denarius.  

Western Civilization 
As Western Civilization grew in Europe, the countries became more and more dependent on gold and silver "money as a commodity" money systems.  Forgotten was the "money by law" system that had allowed both ancient Sparta and Rome to flourish.  Since there was only so much gold and silver to be mined in Europe, it was necessary for European countries to search the world for more gold and silver and to kill and enslave the people that lived in the countries where they found gold and silver.  

Even the religious leaders like Popes Nicholas V and Alexander VI said that it was necessary to fight, conquer and enslave people in foreign gold and silver mines; all done so that the gold and silver would flow back to Europe where it was desperately needed to keep their economies expanding.  We might ask what kind of a morally bankrupt system would have the religious leaders justifying wars of conquest and slavery just so the home country could have enough gold and silver for their "money as a commodity" system?  Especially, now that we know they could have easily used iron or bronze "money by law" like the ancient Spartans and Romans did.  
In 1492 Christopher Columbus was searching for a route to the Orient so that Spain could engage in the gold and silver trade with China and Japan.  He discovered the Americas instead.  Columbus and the other Conquistadores that followed him from Spain butchered, murdered, raped, hanged, burned and enslaved the indigenous people that lived in the New World, all done so that gold and silver could be sent back to Spain.  
3 Kinds of Money
Let's interrupt the history lesson for a discussion of money.  
Basically there are 3 kinds of money

1. "Money as a commodity"  Gold and silver coins or paper money redeemable for gold and silver.
2. "Debt money created by banks"  This is the secret that you have been waiting to hear.  This is where the other 97.5% of our money supply comes from.  Private banks create money out of thin air when they make loans.  This is called "fractional reserve lending".  Only a fraction of the reserves need to be held for the amount lent out.  This may vary, but it has been normally around 10% reserves held for the amount lent out.  With the mortgage crisis which came to a head in 2008 we were shown how these same banks were quick to bundle the loans together and move them on to other lenders and investors so that they could continue with new loans into infinity.  All money created under this system is debt to a private bank.  We are not only expected to pay this loaned money that was created in thin air back, but also to pay interest on it.  There is never enough money in the system to do so and that is the reason that so many of us are in debt and will never escape from it.  
3. "Money by law"     "Money exists not by nature, but by law."  Aristotle        Some non-indigenous societies, as they advanced and became more complex, had a need to facilitate commerce and created a monetary system to do so.  Money is what is used in such a society to pay for something owed and due.  It is created by law for that purpose.  It is used to benefit society as a whole and not any certain segment of society.  As such, money is an instrument of law for the benefit of all.  Its value is a reflection of that society's industry and concept of justice.  Always public, never private.  

Unfortunately, the U.S. monetary system is one of "debt money created by banks".  This has given us a society in debt bondage to a private banking class that creates the "debt money" out of thin air.  The legal system then enforces repayment of said debts, plus interest which in many cases is exorbitant.   
· National federal debt of almost $17 trillion, representing $53,000 for each person in the country.

· Outstanding mortgage debt in the U.S. is $13 trillion, representing $41,000 for each person in the country. 
· $2.8 trillion total consumer debt, $8,800 for each person in the country composed of:                                                                     $1 trillion student loan debt                                                                     $932 billion vehicle and other similar loans                                               $868 billion in credit card debt

This comes to more than $100,000 debt for every person in the country.  
A total debt of more than $30 trillion $30,000,000,000,000.  This is what our present monetary system represents?  
Under a "debt money created by banks" monetary system the average U.S. family of four has considerably less than an equal distribution of the money supply would give them--$132,000 (remember this is just money, not buildings, land, businesses, etc).     In addition this family is now in hock to the banking class to the tune of $400,000 debt!

Is it just possible that "debt money created by banks" is not the best money system for the 310 million Americans? 

Well to be quite honest, I am not happy that we have such an unequal society and that by just sharing the money we have, each family could have $132,000.  And I'm certainly not happy that each family is $400,000 in debt.  I get it that "money by law" worked in ancient Sparta and Rome, but how do we know that it will work in the U.S. in 2013?

That's a great question and I'll start by answering it with a question.  "Money by law" has been used three times in the U.S., all very successfully, why has this important fact been omitted from our education?  
Case Study #1: Colonial "Money By Law"
North American colonists suffered from a lack of money throughout their history.  Remember that the colonies were created to benefit the mother country and not to provide a good life for the colonists.  English law forbade sending coinage to the colonies and the Dutch also kept coinage from New Amsterdam (New York).  Economic activity became so difficult that Massachusetts even made a small amount of Indian wampum legal tender in an effort to create a circulating medium.  Virginia and Maryland made tobacco a legal tender.  
Massachusetts' "Bills of Credit"

As the total colonial populations approached one million, in 1690 Massachusetts began to issue "Bills of Credit".  Rather than a promise to pay, they were a promise to receive the "Bills of Credit" for all moneys due to Massachusetts.  They were not legal tender at first, but because they were accepted as such and had relieved the colony of its monetary duress, they were made legal tender two years later.  Other colonies copied Massachusetts and issued their own bills of credit.  They transformed life in the colonies.  Infrastructure was built and industry and commerce blossomed.  The colonists saw that when too many of the bills were issued their value fell.  They learned to keep their issue moderate and they never issued more than their legislatures authorized.  
Pennsylvania's Paper Money

Usury had reduced the Pennsylvania colony to a form of monetary slavery by 1722.  
"The shopkeepers had no money to go to market, and the farmer's or planter's crop was then reduced to the lowest value; so that all the European goods imported, as well as the bread and flour or country produce, were bought up and engrossed at a low price, by a cabal of only four or five rich men, who retailed them again on credit at what rate they pleased, taking advantage of the people's necessities and circumstances; by which means they soon got the whole country into their debt, exacting bonds of everybody at 8%."  (Pennsylvania Colonist Keith)

After merchants petitioned their colonial government for monetary relief, in1723 Pennsylvania created paper money and lent it into circulation  
"It is inconceivable to think what a prodigious good effect immediately ensued on all the affairs of that province; {shippers received payment in 6 weeks instead of 9 months}.  The poor middling people who had any lands or houses to pledge, borrowed from the loan office, and paid off their usurious creditors.  The few rich men who had before this quit all trade--except that of usury--were obliged to build ships, and launch out again into trade."  (Pennsylvania Colonist Keith)

"Experience, more prevalent than all the logic in the World, has fully convinced us all, that it [paper money] has been, and is now of the greatest advantages to the country." (Benjamin Franklin)

Even Adam Smith author of Wealth of Nations and an arch enemy of government paper money was forced to say "The early notes of the colony seem to have kept their credit."
By 1727 the Lords of Trade and Plantations in England that were charged with overseeing the colonies had begun harassing and attacking the colonial paper money.  They suspended new colonial money issues and ruled that all taxation was to be paid in coinage.  Monetary repression of the colonial paper money systems was difficult when done from England because of the distance and the time lapse in communications.  Still the money supply contracted, the economic situation worsened for the colonies ultimately leading to the American Revolution.  Before the Revolution, Benjamin Franklin testified to the House of Commons that one of the reasons for the impatience and disrespect the colonies were manifesting toward Parliamentary authority was "the prohibition of making paper money".  
Case Study #2: Continental Currency
One of the first acts of the first Continental Congress was to issue $2 million in bills of credit--Continental Currency.  The Revolution could not have been fought without the Continental Currency's financing of it.  In addition to issuing the Declaration of Independence in July of 1776, the Continental Congress issued a proclamation that anyone refusing to accept the Continental Currency was a public enemy--General George Washington was authorized to imprison such persons and to seize their supplies.  Eventually $200 million would be authorized and issued.  
The individual states also issued their own paper money during the Revolution.  In 1778 the Congress requested them to stop, but only Maryland and Delaware complied.  They issued just over $200 million.  France eventually loaned the new nation $7.9 million.  

The paper currency held its value very well until attacked by massive British counterfeiting.  The British used counterfeiting as a military weapon.  When they had fought the Dutch over New Amsterdam (New York) they had even counterfeited Indian wampum and flooded the colony with it. 
British General Henry Clinton wrote "That the experiments suggested by your Lordships have been tried, no assistance that could be drawn from the power of gold or the arts of counterfeiting have been left untried; but still the currency (Continental)...has not failed."
Writing from France during the Revolution in 1779, Franklin heartily endorsed what we refer to here as money by law:
"This effect of paper currency is not understood on this side of the water [in England].  And indeed the whole is a mystery even to the politicians, how we have been able to continue a war four years without money, and how we could pay with paper that had no previously fixed fund appropriated specifically to redeem it.  This currency as we manage it is a wonderful machine...It performs its office when we issue it, and when we are obliged to issue a quantity excessive, it pays itself off by depreciation."  
After the war various legislative acts allowed unprincipled debtors to pay off their debts at a tremendous discount and some were hurt financially as a result.  Of course much of this was a result of the British counterfeiting.  "The overriding fact remains that the Continental Currency enabled us to gain our independence; it enabled the United States of America to be founded." (Stephen Zarlenga, The Lost Science of Money) 

Case Study #3: Civil War Greenbacks

In 1861 the country in Civil War was faced with the question of how to pay for it?  The traditional manner would be to borrow money from banks.  While U.S. banks would have been delighted to lend the money, they did not have the gold reserves to back up the loan and would have been simply creating the money out of thin air to loan to the Union at interest.  On Dec 28, 1861 all the banks in the country suspended convertibility of their notes to gold and silver coinage, since the banks had created money out of thin air and did not have the gold and silver reserves to pay them off in time of crisis when people wanted to cash in their bank notes.   This suspension was proof positive that bank notes were not backed by gold and silver.  The nation's crisis exposed the fraud for what it was.  
Congressman E.G. Spaulding of Buffalo, New York introduced a bill for the government to create legal money, the Greenbacks.
"Gold and silver, by long practice, have become the legal money of the world in all commercial transactions.  The real intrinsic value of these metals is not as great as that fixed upon the demand for use in trade and manufacture...Why then should we to into Wall Street, State Street, Chestnut Street, or any other street, begging for money?  Their money is not as secure as Government money...I am unwilling that this Government should be left in the hands of any class of men, bankers or moneylenders, however respectable or patriotic they may be.  The Government is much stronger than any of them...They issue only promises to pay."
The Greenbacks were not paper promises to pay "money" later, they were themselves the money; precisely what Aristotle meant when he said:

"Money exists not by nature, but by law."  

Even the bankers did not initially mobilize against the Greenbacks.  They had to first wait until the $450 million of Greenbacks first rescued their own financial position and guided the nation through the dark days of war.  Lincoln was not a supporter of the Greenbacks, but was forced of necessity to sign the bills for their creation.    

General Benjamin Franklin Butler, who became a Congressman from Massachusetts and unsuccessfully ran for President on an independent paper money platform gave a stirring defense of the Greenbacks as money by law. 
The currency should be 

"Uniform, sound, cheap, stable and elastic.

Let no man say that I desire to establish or perpetuate a depreciated currency.  I think I have proposed a currency as valuable as gold and for all purposes of a circulating medium, better than gold...But what I desire is that the currency shall not be redeemable in gold and silver...In other words the value of the currency of this country, its volume, its stability, the values of all property of the country, shall no longer be at the mercy of the panics, the caprice, the speculations, or the needs of the bankers of Europe or the traders of Asia..."
The 11 Major Financial Catastrophes in U.S. History
1. Panic of 1785-1788

2. Panic of 1792

3. Panic of 1819-1822

4. Panic of 1837-1843

5. Panic of 1857-1861

6. Great Depression or Panic of 1873-1878

7. Panic of 1893-1897

8. Panic of 1907

9. Great Depression 1929-1941

10. Recession of the mid 1970s

11. Neoliberal Depression 2008-?

This is the sad history of financial crises that have been the result of a "debt money created by banks" monetary system.  This is what General Butler was referring to and of course the panics did not stop for the simple fact that the bankers were able to retire the Greenbacks that had so admirably carried the nation through war and the country went back on a "debt money created by banks" monetary system.  The bankers, then as now, were adept at confusing the nature of money so much so, that then as now, most people believed that system was "money as a commodity" backed by gold.      
You be the judge, are we to trust a monetary system that: made possible the American colonists' financial prosperity, enabled the United States of America to be founded and that financed our darkest hour of Civil War, or we to trust a monetary system that has made us the most unequal of industrial democracies (Organization of Economic Cooperation and Development) and left the average American family $400,000 in debt?
Let's Talk About Inequality
One of the most important discussions that came about nationally from the Occupy Movement was that of inequality.  Prior to Occupy Wall Street staking out a physical Occupation and the subsequent organic Occupations that sprung up in every major city and also in smaller towns across the country, there was never a word said on the main stream corporate media about the inequality of life in the U.S.
· 45% of all income gains went to top 1% during the Clinton years
· 65% of all income gains went to top 1% during the Bush Jr. years

· 93% of all income gains went to top 1% during the Obama years                 (Atkinson, Piketty, Saez Study, Journal of Economic Literature)

· 75% of people hired in 2013 "economic recovery" work part time or for low wages.  (Bureau of Labor Statistics) 

· Real U.S. unemployment rate is 23% (ShadowStats.com)

· Extreme poverty in the U.S. soared 160% from 1996 to 2011.  Those existing on less than $2/day, the figure used by the UN for extreme poverty in the developing world, increased from 636,000 households in 1996 to 1,650,000 households in 2011.  (National Poverty Center)

· Wealthiest 7% of households increased their wealth 28% in 2009, 2010 Bottom 93% of households saw a decrease in wealth of 4% in same period (Pew Research Center Analysis of Census Bureau data)
· Estimated 9 million families foreclosed on and lost their homes 2007-2011.  (World Socialist Web Site analysis of Moody's Analytics & Mortgage Bankers Association figures)
On U.S. Democracy
"The two greatest obstacles to democracy in the United States are, first, the widespread delusion among the poor that we have a democracy, and second, the chronic terror among the rich, lest we get it." 
Edward Dowling, Editor and Priest, Chicago Daily News, 28 July, 1941
“Our democracy is but a name.  We vote?  What does that mean?  It means that we choose between two bodies of real, though not avowed, autocrats.  We choose between Tweedledum and Tweedledee.”

Helen Keller
In 2008 election, 93% of House and 94% of Senate seats went to candidate that spent the most money.  Many of these seats are demographically safe for one party or another, allowing the safe seat candidate to spend less if he desires and still be assured of winning.  These statistics are before the Citizens United Supreme Court Ruling that allows wealthy individuals and corporations unlimited monetary access to the general political discussion.  (Center for Responsive Politics)
Much has been made about the Supreme Court rolling back provisions of the Voting Rights Act of 1965, yet before these Supreme Court decisions, median incomes of black families actually dropped from 63% of a while family's in 1974 to 58% of a median white family's after 30 years of "progress" under Voting Rights legislation.  
"If voting changed anything, they'd make it illegal."  (Brookings Institute) 
Emma Goldman
"We must make our choice. We may have democracy, or we may have wealth concentrated in the hands of a few, but we can't have both." 

Former Supreme Court Justice Louis Brandeis 
Changing our monetary system is only a first step, but a necessary one to restoring democracy.  

American Thoughts on the Money Power


“I believe that banking institutions are more dangerous to our liberties than standing armies. . . The issuing power should be taken from the banks and restored to the people, to whom it properly belongs.”  
Thomas Jefferson, Third President of the United States

“ All of the perplexities, confusion, and distress in America arises, not from the defects of the Constitution or Confederation, not from want of honor or virtue, so much as from downright ignorance of the nature of coin, credit, and circulation.”
John Adams, Second President of the United States

Andrew Jackson and Martin Van Buren, the 7th and 8th Presidents of the United States, had a lock-down, drag-out struggle with the corrupt, private 2nd Bank of the United States.  They finally won their struggle against the Bank.  The country was poised to then be put on a "money by law" monetary system.  Unfortunately their concept of the nature of money had not advanced past a "money as a commodity" gold standard.  Because there was simply not enough gold and they did not have the knowledge to create "money by law", the nation's money supply shrunk and the country experienced a horrendous depression, the Panic of 1837-43.   
"We have in this country one of the most corrupt institutions the world has ever known. I refer to the Federal Reserve Board and the Federal Reserve Banks. Some people think the Federal Reserve Banks are U.S. government institutions. They are private credit monopolies; domestic swindlers, rich and predatory money lenders which prey upon the people the United States for the benefit of themselves and their foreign customers. The Federal Reserve banks are the agents of the foreign central banks. The truth is the Federal Reserve Board has usurped the Government of the United States by the arrogant credit monopoly which operates the Federal Reserve Board."  Louis McFadden (R-PA) 
Chairman of the US House Banking and Currency Committee, 1920-31 
"I have never yet had anyone who could, through the use of logic and reason, justify the Federal Government borrowing the use of its own money....I believe the time will come when people will demand that this be changed. I believe the time will come in this country when they will actually blame you and me and everyone else connected with the Congress for sitting idly by and permitting such an idiotic system to continue.” Wright Patman (D-TX) 

Chairman of the US House Committee on Banking and Currency, 1963-75 
Henry Gonzalez (D-TX) Chairman of the US House Committee on Banking, Finance and Urban Affairs, 1989-95, was an outspoken critic of the private Federal Reserve's secrecy, as for 17 years the Federal Reserve falsely declared to Gonzalez and Congress that they did not keep transcripts of their private meetings.  The culmination of Gonzalez's fight for a public audit the Federal Reserve finally came about 12 years after his death.
Senator Bernie Sanders, Independent-New Hampshire, finally succeeded in 2010 in attaching an amendment to the Dodd-Frank Financial Services bill calling for a limited, one-time audit of the Federal Reserve's after the collapse of the U.S. capitalist, financial system in Sept of 2008.  The results were reported in 2012 on this first and only audit of the Federal Reserve: the Fed advanced $16 trillion to banks and corporations, both in the U.S. and abroad, to shore up the capitalist system.  Sanders, who happens to be the only independent amongst 534 Democrats and Republicans in Congress, on the secret bailout, "No agency of the United States government should be allowed to bailout a foreign bank or corporation without the direct approval of Congress and the President."   
(Forbes Magazine) 

There is a rich history of brave individuals standing up to the Money Power.  

OK, I'm more than a little interested.  Can you tell me what a U.S. system of money by law would be like?

America Needs the NEED Act
In the last Congress, then Congressman Dennis Kucinich and Congressman John Conyers sponsored HR 2990 The NEED Act (National Emergency Employment Act).

1) The Federal Reserve is dismantled and good parts are placed into the US Treasury. A Monetary Authority under Congress is created which avoids an inflationary or deflationary money supply.  Most Americans think that the Federal Reserve is actually a federal agency.  The NEED Act accomplishes this.
2) Accounting rule changes prohibit the banks from creating "debt money created by banks".  Fractional reserve lending is decisively ended.  Future bank lending would consist of banks lending monies that they actually had.  This is what the majority of Americans mistakenly think happens now.  
3) The Congress originates (creates) new US Money and spends it into circulation, for infrastructure, health care and education; starting for example with the $2.2 trillion the engineers tell us is needed for infrastructure over the next 5 years. Later the human infrastructure of health care and education is added. This is estimated to create over 7 million good jobs quickly. 
What about the $17 trillion federal debt?
That part of the debt now owed to the Federal Reserve and private banks would be erased as it comes due.  Since the Federal Reserve and private banks created the money to buy the treasury bonds from thin air in the first place, the debts will be cancelled into thin air when due.  Those individuals and countries that hold our debt will receive new US Money when it becomes due.  The federal debt will be paid off as it becomes due.  Continuing with a "debt money created by banks" monetary system, we will never be able to pay off the debt.  

What about the consumer debt owed.  Under the NEED Act, payments would continue to be made to banks and the principal would then be passed on the federal government, since again the banks created the loans out of thin air.  These funds as they become property of the federal government would then make the following programs possible.
The NEED Act is based on an understanding of monetary policy that the worse depressions and panics, including our present one, have at the root a constriction of the money supply for average everyday people.  This is immediately addressed with a Citizen's Dividend of $10,000 to be paid to every citizen.  This is necessary to keep the money supply from constricting.  Other dividends may be forthcoming in the future, as long as they are non inflationary.    

A commitment of the NEED Act to channel 25% of all newly created new US Money to state and local governments based on population to use as they see fit.  
While the NEED Act will eventually free the people from debt slavery to banks, it does not call for a debt jubilee.  After the NEED Act is enacted, should be studied and carefully considered.  Internationally, the current "debt money created by private banks" U.S. dollar is the reserve currency of the world.  Under the NEED Act and with a system of "money by law" US Money, all the economically broken countries of the earth, will be able to follow our lead and adopt "money by law" monetary systems, making prosperity a reality for their people.  The concept of debt jubilee will probably be necessary for this to happen.  
Zarlenga's Lost Science of Money, a tour de force study of 3,000 years of monetary history, incorporates the perspective of social justice and fairness in monetary policy.  All the world's great religions have struggled to reconcile monetary policy and the abhorrent concept of usury.  In my youth almost all states had usury laws limiting the amount of interest that could be charged by lenders. In 1978 Marquette vs. First Omaha Service Corp., the Supreme Court ruled that a national bank could charge the highest interest rate allowed in their home state to customers living anywhere in the United States, including states with restrictive interest caps.  This ruling coupled with subsequent court rulings and legislation has left the public completely exposed to the Money Power's greed.  Leaning on Aristotle, Thomas Aquinas, the Scholastic Scholars of the Middle Ages and 3,000 years of monetary history, Zarlenga frees the term usury from the constraints of modern interpretation: simply charging an excessive interest rate.  Zarlenga's "macro usury" is "the taking of something for nothing through the structural misuse of the monetary mechanism."   The NEED Act cuts to this very "heart of darkness" of the "debt money created by banks" monetary system.
Under a "debt money created by banks" monetary system, we have austerity, sequestration, squabbles over raising the "debt ceiling" and an economic depression.  We have a real unemployment rate of 24%, 8 million families thrown out of their homes and millions more who are working and not being paid enough for life's basic necessities.  Under a "money by law" NEED Act, we have payment of debt, no deficits, jobs, rebuilding of our crumbling infrastructure, funding for healthcare, funding for education and an economic shot in the arm Citizen's Dividend for all Americans that will be an immediate boost to every small business in the country.  Which system are you for?  
Author's note:  Our nation has other serious problems in addition to the need for monetary reform.
· Endless wars, empire and militarism.

· Inequality

· Destruction of our environment

· Undemocratic democracy

· Assault on civil liberties

They are all related and cannot be attacked piecemeal.  They are a direct result of propping-up an economic system that is geared to a relative handful of people accumulating more and more, while the poor and working class are forced to fight over the occasional crumbs that fall from the capitalist bankers' table.  The NEED Act, conceived in fairness and social justice, can lead us in our struggle to "promote the general welfare" of all Americans.

This pamphlet was based on and inspired by The Lost Science of Money by Stephen Zarlenga, The American Monetary Institute (AMI) and HR 2990 The NEED Act.  

Visit and join the American Monetary Institute to organize for social justice through monetary reform.  
monetary.org

Nick Egnatz is a Vietnam veteran. He has been actively protesting our government’s crimes of empire in both person and print for some years now and was named “Citizen of the Year” for Northwest Indiana in 2006 for his peace activism by the National Association of Social Workers. 

Contact Nick OccupyNick@yahoo.com  
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