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all opportunity to set up the “apex” the way they really wanted it 
-- private. They demanded these conditions and got what they 
demanded. 
A quick summary of their immunity, explained further below, 
includes:
•	 diplomatic immunity for persons and what they carry with 

them (i.e., diplomatic pouches) 
•	 no taxation on any transactions, including salaries paid to 

employees 
•	 embassy-type immunity for all buildings and/or offices 

operated by the BIS 
•	 no oversight or knowledge of operations by any government 

authority 
•	 freedom from immigration restrictions 
•	 freedom to encrypt any and all communications of any sort
•	 freedom from any legal jurisdiction[9] 
•	 Further, members of the BIS board of directors (for instance, 

Alan Greenspan) are individually granted special benefits: 
•	 “immunity from arrest or imprisonment and immunity from 

seizure of their personal baggage, save in flagrant cases of 
criminal offence;” 

•	 “inviolability of all papers and documents;” 
•	 “immunity from jurisdiction, even after their mission has been 

accomplished, for acts carried out in the discharge of their 
duties, including words spoken and writings;” 

•	 “exemption for themselves, their spouses and children from 
any immigration restrictions, from any formalities concerning 
the registration of aliens and from any obligations relating to 
national service in Switzerland ;” 

•	 “the right to use codes in official communications or to receive 
or send documents or correspondence by means of couriers 
or diplomatic bags.”[10] 

•	 Lastly, all remaining officials and employees of the BIS have 
the following immunities: 

•	 “immunity from jurisdiction for acts accomplished in the 
discharge of their duties, including words spoken and writings, 
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even after such persons have ceased to be Officials of the 
Bank;”

•	 “exemption from all Federal, cantonal and communal taxes on 
salaries, fees and allowances paid to them by the Bank…” 

•	 exempt from Swiss national obligations, freedom for spouses 
and family members from immigration restrictions, transfer 
assets and properties – including internationally – with the 
same degree of benefit as Officials of other international 
organizations.[11] 

Of course, a corporate charter can say anything it wants to say 
and still be subject to outside authorities. Nevertheless, these 
were the immunities practiced and enjoyed from 1930 onward. On 
February 10, 1987, a more formal acknowledgement called the 
“Headquarters Agreement” was executed between the BIS and the 
Swiss Federal Council and basically clarified and reiterated what 
we already knew: 

Article 2 
Inviolability 
The buildings or parts of buildings and surrounding land which, 
whoever may be the owner thereof, are used for the purposes of 
the Bank shall be inviolable. No agent of the Swiss public authorities 
may enter therein without the express consent of the Bank. Only the 
President, the General Manager of the Bank, or their duly authorised 
representative shall be competent to waive such inviolability. 
The archives of the Bank and, in general, all documents and any 
data media belonging to the Bank or in its possession, shall be 
inviolable at all times and in all places. 
The Bank shall exercise supervision of and police power over its 
premises. 

Article 4 
Immunity from jurisdiction and execution 
The Bank shall enjoy immunity from criminal and administrative 
jurisdiction, save to the extent that such immunity is formally waived 
in individual cases by the President, the General Manager of the 
Bank, or their duly authorised representative. 
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The assets of the Bank may be subject to measures of compulsory 
execution for enforcing monetary claims. On the other hand, all 
deposits entrusted to the Bank, all claims against the Bank and the 
shares issued by the Bank shall, without the prior agreement of the 
Bank, be immune from seizure or other measures of compulsory 
execution and sequestration, particularly of attachment within the 
meaning of Swiss law. [12] 
As you can see, the BIS, its directors and employees (past and 
present) can do virtually anything and everything they want, with 
complete secrecy, immunity and with no one looking over their 
shoulders. It was truly a banker’s dream come true, and it paved 
the international freeway for the rampant financial globalism that 
we see manifest today. 
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16. AS THE WORLD BURNS,  
By Michael C. Ruppert
-- But when the run on the dollar begins, OPEC will inevitably at 
some point switch its pricing to the Euro, which the entire world is 
wrangling - much to Europe’s chagrin - into not only a safe-haven 
currency, but a profitable one. The next house is being built before 
the old one is abandoned. When the run on the dollar begins, it will 
be as if the rest of the world declared war on the United States of 
America by launching a missile, dropping a bomb, or landing an 
army at Bethany Beach, Delaware. That this will lead ultimately to 
widespread global warfare seems certain. This is exactly the way 
the administration is setting it up to appear to the American people. 
Think of 9/11 times fifty.
The rest of the world is merely defending itself with non-violent 
means - for the moment. But it will be portrayed as an attack upon 
the US. “Why?” George Bush will ask, rhetorically. “They hate us 
because of our freedom.”
And, barring a miracle, the end results will be exactly the same as 
from a physical attack: devastation so complete and unthinkable 
- magnified by the brutal impacts of Peak Oil - that only a few will 
even try to prepare for it. That is sad because preparation will make 
all the difference (barring luck or divine intervention) in who survives 
and to what extent they remain intact and functioning afterwards.

*  *  *  *  *

17. NEWS WEEKLY, 4 DECEMBER 2004
While the Australian economy has stayed buoyant from a borrowing 
and spending spree for housing, Reserve Bank governor Ian 
Macfarlane has warned that the bubble must eventually burst.
The Howard Government kept the economy bubbling along on the 
back of a booming housing market, helping it to win the recent 
federal election. 
Prosperity meant there was no reason to change government. The 
fear of higher interest rates under Labor made it doubly certain 
voters would not change government.
The extent of our spending spree was spelt out by The Age 
newspaper’s Tim Colebatch: “In 1980, Australian companies, 
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governments and households owed the world just a net $8 billion, 
or 6 per cent of GDP. In 2004 we owe the world $393 billion, or 
48 per cent of GDP. In the past five years, the value of our annual 
output has risen by $224 billion, yet our net debt has risen by $163 
billion.
“Suppose we had not borrowed and spent all that money. Would 
Australia’s growth look so impressive for the past five years, or the 
past 25?”
Much of our recent borrowings have gone into the property market. 
Over the past year, net lending for housing soared to $200 billion, 
to about a quarter of our GDP. In 1986-87, it was only 15 per cent 
of GDP.
The huge investment in housing is reflected in the massive rise in 
household debt. In 1990 it was 50 per cent of household income, 
but now it is 150 per cent of household income.
Two weeks ago Reserve Bank of Australia governor, Ian Macfarlane, 
stepped up his warning of a housing market bubble.
He said, “There has been a step-by-step reduction in credit 
standards over recent years. A significant proportion of mortgages 
are now sold by brokers who are paid by commissions on volumes 
sold ...
“Intermediaries are now lending to individuals whose income is not 
substantiated. There has also been an upward drift in the maximum 
permissible debt-servicing ratio.
“When once a maximum of 30 per cent of gross income was the 
norm, now it is possible for borrowers on above-average income 
to go as high as 50 per cent of gross income ... The new lending 
models used by the banks ... seem to regard the bulk of income 
above subsistence as being available for debt-servicing.”
Reduced standards
Macfarlane was describing how mortgage-brokers have reduced 
their lending standards, in large part because they no longer carry 
the risk of home-buyers defaulting, as was once the case by the 
banks. They are able to bundle up a package of mortgages, say 
worth $100 million, sell these mortgages as bonds and then use 
the new revenue raised to finance another $100 million worth of 
property loans.
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Mortgage-brokers have sold about $85 billion worth of mortgage 
bonds as securities since 2000, while regional banks, credit unions 
and building societies have sold about $47 billion in mortgage 
bonds securities.
Tony Boyd, of the Australian Financial Review, recently reported 
how officials of the Australian Prudential Regulation Authority 
(APRA), the regulator of Australia’s financial institutions, have 
criticised the banks for:
* 	 Failing to independently verify customer data - particularly 

debt-servicing ability.
* 	 The use of informal means of valuing properties.
* 	 Inadequate information systems on vital loan information.
* 	 Unsatisfactory error rates in compliance with the terms and 

conditions of lenders’ mortgage insurance.
Macfarlane warns that, while lenders have tightened up on lending to 
some sectors like inner-city housing, “these have been small steps 
compared to the much bigger drift to lower credit standards ...”
Under federal legislation, the Reserve Bank’s primary task is to 
keep inflation low, not manage the property market.
But any interest rate moves will have consequences on the 
mainstay of the apparent economic prosperity over which the 
Howard government presides. 
If rates rise, it will prick the property bubble, leaving many 
homebuyers in heavy debt, and precipitate a recession.
If interest rates stay low, the property market will continue to boom.
Where Australian interest rates go now will most likely depend not 
on Mr Macfarlane but on his US counterpart, Alan Greenspan, who 
has been warning of the problems posed by the rising US foreign 
debt and rising US government debt. Together they are driving 
down the US dollar.
Like Australia, the US has maintained its prosperity by borrowing 
from the rest of the world.
Japan, China and other Asian nations have lent to the US the huge 
trade surpluses they have gained from booming exports to the US. 
They have been prepared to lend to the US, partly because the US 
dollar became the world’s reserve currency when the British pound 
forfeited that role after World War II.
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But Greenspan warns of a double whammy. Not only is US foreign 
debt unsustainable, but the EU euro is slowly becoming the world’s 
second reserve currency. A loss of confidence in the US dollar and 
a shift by investors into Euros could force a severe decline in the 
value of the US dollar.
This would see a sharp rise in the value of the Australian dollar. 
That means we would earn even less from our exports and suck 
in more, cheaper imports. This would push up Australia’s foreign 
debt even faster.
When our creditors eventually put the brakes on our debt binge, 
either we will have to start repaying our foreign debt or our interest 
rates will have to rise sharply - at a time when Australians are 
burdened with record household debt.
Then there is a real risk that Australia’s debt binge will collapse like 
a house of cards.

*  *  *  *  *

The SANE website in South Africa also promotes a LETS systems 
although they don’t call it that. Here is an adjusted version of their 
spiel about the need for new money:

18. WHAT’S WRONG WITH MONEY?
The simple answer is that our conventional money system only 
works well for those who already have money and marginalizes 
the rest of us. It is also the fuel that powers the growth imperative 
of our economies, forcing us all to compete with each other and 
creating disastrous consequences for the health of our planet.
The main problem with conventional money is that most of it doesn’t 
really exist. Entries in account ledgers and nowadays computer 
databases, signal to us to imagine that it exists. But it doesn’t really - 
most of it is actually debt or negative quantities.  We are encouraged 
by the commercial banks to believe that money `exists’, so that they 
can ‘lend’ it to us at a price! To enable this to happen it has to be 
created, distributed and the amount of it restricted and controlled. 
As money comes into existence when commercial banks grant 
loans (they create over 90% of our money supply like this - central 
governments don’t), every unit in existence is based on a unit of 
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debt. This determines the quantity of money, which has nothing to do 
with the amount of money people require to live decent lives.
Despite its modern electronic trappings, our conventional money 
system is a relic of history. It is the latter day equivalent of cattle 
or gold. The debt-based money system was developed for the 
industrial revolution to provide a rapidly expanding money supply 
that could not be provided by a money system based on the quantity 
of precious metals. This introduced intangible money (called `fiat’ 
money) that did not exist in the same way as earlier ‘hard’ monies, 
but people are encouraged to continue treating it as a tradable 
commodity. Money that ‘exists’ in this way can thus be accumulated 
like any other commodity. It can also be stolen, traded, collected, 
destroyed and lost. Its distribution is not based on the delivery of 
value to others but on the ability of people to ‘make money’. 
Conventional money has no restraints and always flows away from 
where it is created and needed, towards the ‘money centres’. New 
currencies (such as L.E.T.S.) break out of this system by taking this 
historical transformation of money from coin to abstract symbols as 
described, to its logical conclusion. It recognizes that the electronics 
revolution has eliminated the need for a physical exchange medium. 
Never before in the history of humankind has it been possible 
to record accurately who delivers value to whom. Now that this 
is possible through computers there is no longer a need for an 
‘existential’ money. Money can at last truly measure the delivery of 
value and be based on nothing other than the expenditure of effort 
by people for other people. Money is really information, not a thing, 
or commodity. If money does not need to exist as a thing it does not 
have to be created and distributed. People will earn ‘money’ solely 
on the basis of their delivery of value to others, not through charging 
interest, trading it in money markets and a multitude of other ways 
without delivering any real value. 
Money that does not exist can never be in short supply. Everyone 
will be able to take as much from the social product as they give to 
it; no one will be able to take more than they give, as they do under 
our current money system. Wealth will remain where it is created 
and needed, and not leak away to the ‘money centres’.
Adapted by Julian Hinton from SANE at 
http://www.ces.org.za/docs/newmoney.htm

*  *  *  *  *

Chapter 34. Monetary Policy



458

Drafting a New Constitution for Australia

ELECTRONZ - 448
20 December 2004
Weekly international Ezine focusing on the New Economics

19. (1) WHY MONETARY REFORM? 
However, if you are like those of our readers who prefer short 
crisp explanations, no matter how brutal or provocative they are, 
the following should fill your bill. There may be justification for 
accepting the initiation of fractional reserve lending in the early days 
of banking while no one except bankers knew what was going on. 
However, there is now so much incontestable fact about so-called 
fractional deposit lending being nothing but a charade to conceal 
from the public that banks are actually using their “licenses” with 
government connivance, or ignorance, to create credit money 
literally out of nothing, that the fictional cloak should be dumped.
If the “money” they create was not at commercial interest, and 
was only the amount necessary to keep commerce functioning, an 
argument may be made in favour of it, but such is certainly not the 
case. The created “money”, coming into existence as spendable 
credit figures in bank accounts, can be used to pay taxes and 
literally purchase anything, either here or elsewhere. Put more 
bluntly, it is a claim on the assets of the actual community; created 
by the community. It can be, and often is, used to “purchase “ them, 
commonly as Government Bonds, company shares, and by the” 
writing off” of overdrafts, then even companies and real estate. 
Should a banking licence allow it to use its computers to generate 
figures to acquire other people’s property? Monetary reformers 
contend that the benefit of creating the “money supply” should 
be limited to an organ of representative government; and not the 
privately owned finance industry.

[ 2 ] SPOTTY PAST OF MODERN BANKING
Politicians and economists also know that if they stop being buddies 
to the banking fraternity, being now the source for 97% of the national 
Money Supply, the mere thought or hint of some screwing down of 
lending criteria or repayment schedules can undermine business 
confidence with widespread and very unhealthy repercussions. It is 
widely recognised that there is a positive correlation between the 
availability of three production factors: Money; Physical resources, 
and Human resources. The extent of utilisation of the latter two is 
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controlled by the availability of the first. That is why, in a cash starved 
community, the introduction of an effective and well-run Green Dollar, 
Time, or LETS organisation can transform depression conditions 
into a grassroots boom, for those at the bottom of the heap. But 
for a countrywide boom at all levels, there is no substitute for a 
government committed to monetary reform at the national level.

*  *  *  *  *

20. OLD LABOR POLICY. 
There is in existence a Labor Party flier used in the 1934 Federal 
General Election, written by J H Scullin, promoting the benefits of the 
Commonwealth Bank. The text starts, “The Labor Party proposes 
to extend the scope of the Commonwealth Bank until complete 
control of banking and credit is in the hands of the nation.”

*  *  *  *  *

21. DOOM FOR THE DOLLAR – AND EVERYTHING ELSE 
Dan Ackman, 01.10.05
h t t p : / / w w w. f o r b e s . c o m / e c o n o m y / 2 0 0 5 / 0 1 / 1 0 / c x _
da_0110doomdollar.html
NEW YORK - The stock market is up and economic growth has been 
steady, if unspectacular. But, an increasing number of economists 
are seeing serious storms build on the horizon. They point to ever-
growing federal budget deficits, a record current-account deficit, 
increased consumer debt, a real estate market that looks like a 
bubble ready to burst, a surge in personal bankruptcies and the 
prospect of inflation.
Meanwhile, interest rates are on the rise, and if they increase much 
more, many of these problems could get dramatically worse.
Doomsayers tend to be ignored--until it’s too late. This week, we 
give voice to five prophets of doom, starting with Peter Schiff, CEO 
and chief global strategist of Euro Pacific Capital.
Could the falling dollar mean we’re in for a major financial disaster? 
He thinks so.
He has been warning about the currency’s fall for a while now. 
Even though it lost a third of its value in the last two years against 
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the euro, he believes it will decline even further. But, the dollar’s 
fall is more a symptom than a cause. The real problem is that the 
U.S. is producing too little--and spending too much--and the result 
is likely to be far worse than the happy-talkers on Wall Street will 
ever let on.
“We are going to go through one of the most trying financial times 
in U.S. history, including the Great Depression,” Schiff says.
Why Should We Care About The Falling Dollar?
“The basic problem,” Schiff states, “is that Americans don’t produce 
enough, and don’t save enough.” Indeed, over the past 15 years, 
the savings rate has fallen from over 6% to less than 1% in recent 
quarters. As a result, the goods that we are consuming are being 
supplied to us by foreigners. Not only are they producing the goods, 
but they are lending us the money to buy them, and, in doing so, 
are driving the U.S. deeper and deeper into debt to the rest of the 
world, Schiff says.
As American industry has lost productive capacity, it has become 
increasingly difficult for the U.S. to produce enough--and sell 
enough—to reduce that debt. The massive U.S. trade and current-
account deficits, now at around 6% of the gross domestic product, 
mean that non-Americans are exchanging consumer goods today 
for consumer goods they will obtain in the future.
The U.S. doesn’t have the ability to supply those goods, Schiff 
says. 
“We are using dollars that we print to exchange for goods that 
we don’t produce. We have to borrow from abroad as there are 
no domestic sources of savings, so the value of those dollars will 
continue to fall.”
How Bad Will It Get?
“Very bad,” Schiff says. The dollar will fall a lot lower than it already 
has--dropping by perhaps 50% against the Japanese and Chinese 
currencies.
How will the government respond? Could efforts to forestall the 
currency decline have a perverse--and ultimately negative--effect? 
No matter what the outcome, Americans will have to consume a lot 
less and save a lot more. Spending on cars, clothing and electronics 
will all drop dramatically--perhaps right out of the economy.
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What Caused It?
“We are a society that has lived beyond its means for a long time,” 
Schiff says, adding that while the trend has been evident for two 
or three decades, “in the last five years, it has gone off the deep 
end.” 
Americans are relying on foreigners more and more to produce 
goods, rather than producing them themselves.
What Will The Results Be?
Americans will have to restrict future consumption or default on 
debt, whether directly or indirectly. “I think something in the near 
future--maybe early this year--will make us realize the error of our 
ways,” Schiff says. “Our creditors are going to stop. They are going 
to bite the bullet,” which means realizing we can’t repay them in the 
way they want and expect.
They will take a huge loss, but it will be necessary to check an 
unsustainable process. At that point, the people of Japan and other 
Asian nations will be able to consume a lot more, because they will 
send less of what they produce to the U.S.
“They will not be producing for us; they will be producing for 
themselves.”  
Meanwhile, to attract savings from abroad, the US will have to 
increase interest rates into the double digits. This will cause a 
serious wave of defaults in the real estate market and elsewhere.
“The further into the future this starts, the worse it will be for 
Americans,” Schiff says.
When And Why Will It Bottom Out?
“I don’t know. A lot will depend on the government,” Schiff says. 
The debt to Japan, China and others has been building for a long 
time. The process will also take some time to reverse. But, the 
analysts on Wall Street don’t want to say this.
“They pull their punches, because they don’t want to be 
marginalized.  But, the fact is we owe Japan a fortune; it’s not the 
other way around.” And that, Schiff says, means the dollar will be 
heading south for a while.

*  *  *  *  *
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22. It is possible for communities to prosper using their own 
medium of exchange.
The historic monetary policy of the Island of Guernsey which was 
launched early in the 19th Century, has relevance, as we-the-
people of this 21st Century, are learning that given the ease of 
modern technology, we can actually create and spend our own 
usury-free time currency within our own loyal database (network) 
which can serve us locally, nationally and internationally.  The 
article ‘The Guernsey Market House Scheme’ appeared in the ‘THE 
FIG TREE’ Quarterly edited by C. H. Douglas (No. 10, September, 
1938, pp.190-3): 

The Guernsey Market House Scheme 
By D. M. Sherwood 
THE financial experiment known as the Guernsey Market House 
Scheme was started over 100 years ago and, although of modest 
proportions, since it was confined to a small island of 25 square 
miles, it contained so many fundamental principles that everybody 
should know of it. 
At the beginning of the nineteenth century, as a result of the 
Napoleonic wars, the trade of Guernsey was practically extinguished 
and the people were in despair.  Unemployment was rife, the sea 
defences were breaking down, there were practically no roads, 
public buildings were in disrepair and, above all, a new market 
house, where the islanders could exchange their produce, was 
urgently needed. 
It was impossible for the Government to finance these necessary 
improvements out of revenue, as this only amounted to £3,000 
yearly, all of which was required for ordinary expenses and the 
interest charges on the island’s debt of £19,000. Nor could the 
necessary finance be obtained by borrowing; the Government 
sought indeed to raise a loan, but such was the poor state of 
the island’s assets that the only would-be lenders demanded the 
prohibitive rate of 17 percent per annum. 
“Necessity is the mother of invention”; and in this case the idea 
put forward that the State should issue its own money duly gained 
ground. It was argued that, as labour and materials were both 
available, it was absurd for improvements to be held up simply 
through lack of money, and as conditions became even worse, 
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this plan served to provide the only solution. Finally, after various 
setbacks and considerable opposition, the adherents of State money 
carried the day and, in 1816, 4,000 notes of £1 each were printed 
by the Government and paid out for the most urgent repairs. 
By the success of this issue the principle was established and 
during the next 20 years the Government authorised notes to 
the extent of £80,000, which were utilised in building the new 
Market House, schools in every parish, roads all over the island, 
St. Elizabeth’s cottage, etc. These Government notes were 
redeemed, as the economic circumstances of the island justified, 
from earnings derived from the collection of market rents, customs 
duties, etc., and in 1836, when the scheme ended, there was a 
balance outstanding of £55,000 Government notes. 
OPPOSITION 
It is sad to relate that in spite of its eminent success this experiment 
was deliberately brought to an end. Although, after the first issue of 
the notes, there had been little active opposition to it in Guernsey 
itself, there were two outside bodies violently opposed to it. First, 
the inhabitants of the neighbouring island of Jersey became so 
jealous of Guernsey’s prosperity that, in 1819, they obtained 
from Westminster an Order in Privy Council to the effect that 
the Government of Guernsey should not in any year exceed the 
amount of its annual income without Royal Consent. The Guernsey 
Government, however, took no notice of this and continued issuing 
notes as and when required.* 
[*It would be interesting to know by whose advice Jersey was 
induced to appeal to the Privy Council.]
A few years later, however, opposition came from another quarter, 
the banking community in England.  Although there had been no 
bank in Guernsey since 1810, there is reason to believe that the 
English bankers were becoming more and more apprehensive as 
the success of the Guernsey State money became more widely 
known. 
BANKS INTERVENE 
It was in 1827 that a bank was established in the island and 
started issuing notes, which circulated side by side with those of 
the State. Two years later the directors of this bank complained to 
Westminster that the Government, by issuing its own notes, had 
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exceeded its powers as defined by the Privy Council some ten 
years earlier. The Privy Council wrote to the Guernsey Government 
for an explanation, and such a logical and determined reply was 
sent that no further action was taken at that time. 
In 1835 a second bank was started and more bank notes were 
issued to an extent to produce inflation, and by 1836 there was 
something akin to panic in the island. The Guernsey Parliament 
met and hurriedly appointed a Committee to discuss, with the 
bankers, the steps necessary to control the position. The members 
of this Committee were not all fully sympathetic to the issue of 
Government notes and the bankers won the day, for an agreement 
was reached whereby the Government was to convert £15,000 of 
their notes into a bank loan at 3 percent interest, and to cease 
issuing further notes, whilst, on the other hand, no limit was placed 
on the issue of notes by the banks.  
This was the end of what was commonly known as the Market 
House scheme, the balance of the original Government notes, 
amounting to £40,000, being still outstanding today. Although since 
1914 the Guernsey Government has again issued its own notes, 
these are now always covered by the Government deposits with 
the banks, and as today Guernsey currency is linked with sterling, 
these notes are issued or withdrawn in conformity with orthodox 
principles. 
In considering the Market House experiment the following points 
should be borne in mind. 
Orthodox finance could do nothing to get the people out of the 
depression caused by the Napoleonic wars. The Government could 
not obtain the necessary funds, either by taxation or by borrowing, 
and provided that labour and materials were available, as they 
were, there was nothing to prevent the Government issuing its own 
money. This it did, with the result that the appearance of the island 
changed out of all recognition. From its backward and depressed 
state it became, within 20 years, renowned for its well-being. 
Moreover, by issuing State money, this transformation was carried 
out without increasing the island’s national debt and without 
incurring interest charges. In fact if interest had been payable on 
the capital sums for these improvements, they could not possibly 
have been carried.
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It is interesting to note that up to 1914 the Government of Guernsey 
had collected in taxes over £35,000 to pay the interest on the 
£15,000 of State notes which were converted into a bank loan by 
the agreement of 1836. 
THE BOGEY OF INFLATION 
The opponents of State issuance of money can usually be relied 
upon to raise the bogey of inflation. It must be remembered that 
inflation depends on the amount of money issued relative to the 
goods for sale, and does not depend on who issues the money. 
In the case of Guernsey, when the State first issued money, if it 
had been inflation there would have been either a shortage of 
commodities or else a rise in prices, and there is no record of either 
of these until 1836. Up to that year the Government had gradually 
and continuously increased the note issue, and it is reasonable 
to suppose that the net increase of money approximately 
corresponded with the island’s increasing productivity. In that year, 
however, the banks deliberately brought about inflation, flooding 
the island with notes, with the inevitable result that, as there was 
no corresponding increase in goods for sale, prices began to rise 
and a panic ensued. 
Let us compare the conditions of Guernsey and its need a century 
ago, with the condition and need of Australia today. When we hear 
arguments against slum clearance, against building new schools 
or hospitals or providing better roads, or even against providing 
everybody with a sufficient income to keep themselves decently, 
on the grounds that we have not the money, if we remember the 
Guernsey Market House experiment, we realise how specious 
such arguments are. 

*  *  *  *  *

23. LIVE 8 - MAKING POVERTY HISTORY? OR 
ENTRENCHING OUR IRRESPONSIBILITY?
By John Bunzl, Trustee
International Simultaneous Policy Organisation
The very name “Live 8” used for the rock concerts being held 
around the world on 2nd July to coincide with the G-8 meeting of the 
world’s richest nations indicates a focus on just eight politicians. It 
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thus implies that just eight people could, if only they are sufficiently 
pressured, change the world by finally making poverty history. Bob 
Geldof KBE certainly seems to agree that these eight people have 
this within their power when, in referring to the original Live Aid 
concerts, he recently said, “We couldn’t change politics 20 years 
ago. It was a different world. Now it’s not a charity, it’s about political 
justice.” Live 8, he says, “has to be this great national moment. 
This country gets to change the world and tilt it in favour of the 
poor. These eight guys should do this thing.” [i]
These eight guys should do this thing!
Well, that would be nice. But can they? Does the G-8 really, genuinely, 
have the power to make poverty history? Does it really have that 
much power at all? Geldof and Bono by all accounts certainly think 
so. But are they not, perhaps, simply in thrall to the very attractive 
idea that some small group of people must have massive power 
and could change the world if only we put enough pressure on 
them? It’s tempting to think that someone must be in control of the 
global economy because, after all, aren’t our politicians supposed 
to be in charge of it? But how frightening would it be if we were to 
discover and to have to take on board the truth that no one is really 
in control; that the global economy actually runs on a kind of auto-
pilot and governments and their appointed institutions such as the 
IMF, the WTO and the World Bank are  merely puppets in a game 
over which they have no significant control?  
How frightening would it be, in short, to find that politicians and 
corporate executives are merely sitting in first class because there 
is, in reality, no pilot in the cockpit?
And it’s not just rock stars who seem to believe that a restricted 
group of politicians or business people have the power to change the 
world. The thousands of NGOs (Non-Governmental Organisations) 
that make up the ‘global justice movement’ and who consistently 
campaign against global poverty and other global problems all 
essentially adhere to the central tactic of blame, shame and protest 
to advance their cause. But blaming politicians or multi-national 
corporations inevitably carries with it the implication that they act 
wholly out of their own free will  and thus have the power to change 
their behaviour. Blame implies power. After all, why else blame 
them?
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It may be true that politicians and their appointed institutions have 
some power to reduce or cancel debt and to increase aid to poor 
countries and doing so would doubtless provide some short-term 
relief.  
But if we have a genuine intention to make poverty history, we 
should recognise that aid and debt are merely symptoms of a 
global economy that isn’t working. It is not therefore politicians’ 
performance on aid or debt that will determine whether poverty is 
made history or not.  
Rather, we need to assess the extent to which politicians have any 
significant power over the deeper workings of the global economy 
itself.
Power Over Markets or Markets Overpower?
If we look, firstly, at corporations, investors and business executives 
who are the global economy’s main actors and whose behaviour 
is often blamed for many of our global ills, let’s consider whether 
they act purely out of their own free will and whether they therefore 
have the power to substantially alter their damaging behaviour. It 
should be clear that in a competitive global market any corporation 
or investor taking on greater social or environmental responsibility 
- and thus an increase in its costs - would only lose out to less 
responsible competitors causing a loss of its profits, a consequent 
loss of jobs and, ultimately, the prospect of becoming the target 
of a hostile takeover. Corporate execs are thus largely obliged to 
do what they do for as David Korten has accurately pointed out, 
“With financial markets demanding maximum short-term gains 
and corporate raiders standing by to trash any company that 
isn’t externalizing every possible cost, efforts to fix the problem 
by raising the social consciousness of managers misdefines the 
problem. There are plenty of socially conscious managers. The 
problem is a predatory system that makes it difficult for them to 
survive. This creates a terrible dilemma for managers with a true 
social vision of the corporation’s role in society. They must either 
compromise their vision or run a great risk of being expelled by the 
system.”[ii]
And what about politicians and governments? With no barriers to 
capital and employment moving instantly to any country where 
costs are lower and profits therefore higher, how should we expect 
governments to unilaterally impose increased regulations or 
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taxes on business when that would only invite employment and 
investment to de-camp elsewhere?  
This collective governmental fear has become so ingrained and 
accepted that it has long since attracted its own code-name. 
For whenever you see the phrase, “maintaining our international 
competitiveness”, you will be witnessing an unspoken inter-
governmental race-to-the-bottom; a vicious circle which forces 
every nation to down-level social and environmental protection 
so as to better out-bid competitor nations for capital and jobs. It 
is therefore the global free movement of capital which drives the 
ever-widening gap between rich and poor and which explains why 
the environment is continually sacrificed at the altar of competitive 
economic growth. Such a political environment thus inevitably 
precludes the implementation of just the kind of measures needed 
if global poverty and so many other pressing global problems are 
really to be consigned to history. Because any government or 
restricted group of nations that moved first would lose out to all the 
others. And that is why nothing changes except that our problems 
only get worse. Because governments, too, - even the G-8 - are 
largely powerless to buck the vicious circle of global capital flows 
over which they have no significant control.
International Competitiveness Emasculates Democracy
Which party we may vote into government or what their pre-election 
promises may have been consequently no longer much matters. 
Once in government even Green parties are forced to jettison their 
most cherished policies in the name of maintaining their nation’s 
international competitiveness as the German Green party has 
shown. This is why party politics has become little more than an 
electoral charade in which all parties become ‘business parties’ 
and none can offer substantive solutions to global problems. While 
we may have the mechanics of democracy, the reality is a kind of 
pseudo-democracy in which whatever party we elect, the policies 
delivered inevitably conform to the profit-seeking demands of 
foot-loose global capital. There is no democracy; there is merely 
the illusion of political choice. Conventional party politics cannot 
therefore save us.
Even the WTO, IMF and World Bank whom we might expect to 
have a greater measure of control are, in fact, merely reacting to 
forces well beyond their influence. This encourages and justifies 
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their close-held delusion that competition is an exclusively 
beneficial phenomenon. For in having no control over the global 
free movement of capital or corporations, and thus in accepting that 
state as a “natural given”, what else can they do but recommend 
that each nation improves its attractiveness to global investors by 
implementing structural adjustment and privatisation programs? 
Taking their free movement as a natural given thus constrains these 
institutions to prescribe yet more competition as the cure to our 
global ills and not less. Sacrificing society and the environment thus 
becomes neatly and logically justified by the ever-present need for 
each nation to “improve its international competitiveness”. In failing 
to realise that economic competition becomes destructive when it 
fails to occur within a framework of adequate global regulations 
which protect society and the environment, the WTO, WB and IMF 
serve only to exacerbate the problems they think they’re solving. 
They are not in control. There is no pilot in the cockpit.
Because we so often refuse to see what is so plainly in front of our 
eyes, I will repeat myself: There IS NO PILOT IN THE COCKPIT. 
There IS no restricted group of politicians who can change the 
world. Such is the nature of the vicious circle of global capital 
flows that the system runs all by itself. No pilot needed. No pilot 
available.
For all the good Geldof, Bono and the global justice movement 
have undoubtedly done to bring global poverty and other global 
problems to wider public attention, they ultimately do us a disservice 
by perpetuating the common belief that politicians have substantial 
power.  
After all why, despite all the promises they manage to elicit from 
politicians regarding greater debt relief, increased aid and so on, 
do global poverty and other global problems only get worse? It was 
to broadly this question that Bob Geldof, during his interview on 
Friday Night with Jonathan Ross (BBC 1,10th June 2005), rather 
limply answered: “I don’t know”. For Bob Geldof and NGOs, the 
first crucial step to understanding why their campaigns have little, 
if any, lasting effect would be to finally take on board and accept 
that those they believed to have significant power simply do not 
have it.
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Adolescence or Maturity?
Very many of us would likely agree with the proposition that 
humanity’s aggregate mode of behaviour in the present age of 
scientific materialist globalisation, with its wars, grabs for natural 
resources, terrorism and unbridled consumption, is a sure sign 
that we find ourselves in the full flush of our species adolescence. 
Evolution biologist, Elisabet Sahtouris, notes ruefully that “Young 
species are found to have highly competitive characteristics: They 
take all the resources they can, they hog territory, they multiply 
wildly. Sound familiar?”[iii] Indeed, one of the traits of adolescence 
is the avoidance of reality; the propensity to ignore the unpalatable, 
to remain dependent upon others, to blame others for our problems 
and to expect others to sort out our own mess. In short, the hallmark 
of adolescence is the abdication of responsibility. By maintaining the 
illusion that politicians have the power to change the world on their 
own, by abdicating responsibility to them, and by encouraging us 
to think that all we need to do is to buy a little white wrist-band and 
go to a rock concert, Live 8 regrettably perpetuates our avoidance 
of responsibility. It encourages us to think that someone else - in 
this case eight politicians - can save the world for us.
Fortunately, the road out of adolescence and towards humanity’s 
adulthood is being pioneered through the work of a number of as 
yet little-known organisations whose supporters have taken the 
crucial step of releasing themselves from these delusions and 
who, in taking proper responsibility, realise that they themselves, 
co-operating globally with other citizens, must take the necessary 
action. They know that no one else can or will do it for us. One such 
group is the International Simultaneous Policy Organisation (ISPO)
[iv] which offers a way for citizens the world over to firstly take 
back control of our hollowed-out pseudo-democratic processes 
and, secondly, a way we can co-create the policies necessary to 
achieve environmental sustainability and global justice. Finally it 
offers the crucial means for us to bring our politicians to implement 
them simultaneously so that no nation, corporation or citizen loses 
out to any other, thus allowing us all to escape the vicious circle of 
destructive global competition in which governments, corporations 
and citizens are presently locked.
By using our right to vote in a completely new way which makes it 
in the vital electoral interests of politicians to support Simultaneous 
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Policy, it thus has the potential to turn the destructive, competition-
led politics of globalisation on its head by offering global citizens a 
practical way to take back the world with a new politics of citizen-
led, international co-operation for our emergent - but yet-to-be-
born - sustainable global society. As Elisabet Sahtouris comments: 
“Simultaneous Policy is an imperative if we are to evolve humanity 
from its juvenile competitive stage to its co-operative species 
maturity. A wonderful ‘no risk’ strategy for finding agreement on 
important issues in building global community!”.
It’s time we grew up.
John Bunzl - June 2005.
John Bunzl is the founder and a Trustee of the International  
Simultaneous Policy Organisation (ISPO).

*  *  *  *  *

A quote from a long article by Henry C K Liu <http://www.atimes.
com/atimes/Global_Economy/GE24Dj01.html>, the tenth of a 
series of long articles in Asia Times:

24. THE GLOBAL ECONOMY
The Nazis came to power in Germany in 1933, at a time when 
its economy was in total collapse, with ruinous war-reparation 
obligations and zero prospects for foreign investment or credit. Yet 
through an independent monetary policy of sovereign credit and a 
full-employment public-works program, the Third Reich was able 
to turn a bankrupt Germany, stripped of overseas colonies it could 
exploit, into the strongest economy in Europe within four years, 
even before armament spending began. In fact, German economic 
recovery preceded and later enabled German rearmament, in 
contrast to the US economy, where constitutional roadblocks placed 
by the US Supreme Court on the New Deal delayed economic 
recovery until US entry to World War II put the US market economy 
on a war footing. While this observation is not an endorsement for 
Nazi philosophy, the effectiveness of German economic policy in 
this period, some of which had been started during the last phase 
of the Weimar Republic, is undeniable.

*  *  *  *  *
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25. TRADE IMBALANCE
The ongoing current account deficit clearly implies that our nation 
is living beyond its means. And that reality ultimately translates into 
further debt enslavement to the multi-nationals. Such a situation 
can only be rectified when imports and exports are brought into 
balance, and several schemes have been proposed for doing 
so. I’m inclined to support the “IMPEX” scheme, which has been 
elaborated in a series of excellent books by John Iggulden. In 
these works John discusses issues relating to economic reform, 
mainly within an Australian context. In a nutshell, the IMPEX 
scheme entails setting up a specially constructed intermediate 
currency, through which all foreign sales and purchases must be 
effected. The IMPEX exchange rate is adjusted on a daily basis, 
and according to a prescribed formula. This formula ensures that 
the long-term objective of obtaining approximate parity between 
imports and exports is achieved.    -- John Herman

*  *  *  *  *

26. CURRENT ACCOUNT DEFICIT
My proposal to resolve the current account problem is a “foreign 
transaction surcharge” (FTS); a variable surcharge on all local 
money (e.g. A$) exchanged for foreign currency set at a level to 
bring the current account into balance and (very) gradually retire 
net foreign debt.
The surcharge is tax neutral as long as the money it raises is used 
to offset domestic taxation.
The FTS is, as I understand it, permitted under IMF/WTO rules.
There are close parallels in the FTS proposal and the IMPEX 
concept, but I think the FTS is far simpler.  
Lowell Manning

*  *  *  *  *

27. MONBIOT ON CAPITALISM: 
“If we require a contraction in the amount of energy that this 
economy uses and that every individual within this economy uses, 
then that will have an impact in terms of what people consider to be 
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their quality of life – they won’t be so free to drive and fly wherever 
they want to go, they won’t be so free to buy every consumer 
appliance that they want. And a lot of people regard those as pretty 
irreducible factors in their quality of life and we can’t turn round 
to them and say ‘yes, you can have all that and you can have the 
environmental vision’ – some hard choices do need to be made.” 
[…] 
“It’s true to say that at the moment it [capitalism] is the only game in 
town; there is no viable alternative around, but it is fundamentally 
incompatible with environmentalism. Capitalism depends on 
lending money at interest – if you lend out 100 quid you expect 
to get 105 quid back. That means that the money supply has to 
keep expanding. If that expanding money supply is not to become 
inflationary then the supply of goods and services must also keep 
expanding and that can’t be done infinitely on a finite planet. What 
we see when we take these things into account is that capitalism is 
in fact a gigantic Albanian pyramid scheme whose apparent health 
today depends on unsecured loans from the future and that is not 
compatible with environmentalism.” 
[…] 
“How can you have capitalism without lending money at interest? 
… How can you address capitalism without addressing the issue of 
lending money at interest.” 
[…] 
“You’re still creating credit… And what that means is that the 
economy has to keep expanding.” 
[…] 
“In the long run we do not help ourselves if we pretend that a system 
which patently is inherently unsustainable can deliver sustainability. 
We have to look beyond that system and we have to start trying 
to devise a system, at the same time as working within the current 
one, that can actually crack that problem.” 
Porritt’s parting shot: 
“It’s not a complete rethink and indeed I was comparing this with a 
book I wrote in 1984 called ‘Seeing Green’ and many of the ideas 
are flagged in that. It’s different because I’ve spent 10 years now 
working with business and with government and have understood 
the nature of the change process that’s being called for. If we 
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don’t learn to utilise the power of markets and the power of certain 
aspects of capitalist economies, I can’t see these changes ever 
being brought about and that I suppose is pragmatic, if you like 
realistic, because we’ve only got about 20, 30 years to do this and 
I can tell you that capitalism is not going to be swept away in those 
20 to 30 years.”

*  *  *  *  *
28. I’ve reviewed four very interesting new books that would be 
useful references for this Task.  However, because this paper is 
already too long, I will leave it to you to follow them up in your 
library.
* 	 Fred Harrison: Boom Bust - House Prices, Banking and the 

Depression of 2010
* 	 Richard A. Werner: New Paradigm in Macroeconomics
* 	 James Gibb Stuart: Fantopian Update
* 	 and most useful of all, James Robertson & John M Bunzl, 

“Monetary Reform: Making it Happen”.
- read together, the first two of these books complement each 
other beautifully. They suggest the need to look into the links and 
interactions between proposals for replacing taxes on productive 
activities with taxes on the value of land (and other common 
resources), and proposals for transferring the creation of money 
from commercial banks to the state. An extract from the last of 
these four books is included here to whet your appetite.

*  *  *  *  *

29. MONEY REFORM – MAKING IT HAPPEN
James Robertson & John M Bunzl
Simultaneous Policy Organisation, London, 2003
Some extracts -
Thomas Attwood was an early 19th-century monetary and political 
reformer. He played a vital part in one of the great events of his 
time. As a family banker aged 29, in 1812 he had made his mark 
with the manufacturers and artisans of Birmingham by leading a 
political campaign on their behalf against the monopoly enjoyed by 
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the East India Company and other British Government restrictions 
on overseas trade.
Between 1810 and 1819 Attwood campaigned, eventually 
unsuccessfully, against the parliamentary “Bullion Report” which 
recommended that the number and value of banknotes in circulation 
should be reduced and their exchangeability for gold should be 
restored.
Attwood and his colleagues in the “Paper Money” school were, in 
effect, calling for money to be permanently redefined to include 
paper banknotes as well as gold coins and bullion. Today this 
redefinition has been long accepted. Banknotes are recognised, 
along with coins, to be “cash”. The challenge we face is similar 
to Attwood’s. But our definition of money should now extend to 
include, not just banknotes as well as coin, but also the electronic 
bank-created money in our current bank accounts. Although 
some people with pretensions to knowledge of these things say 
that that is something distinct from money, called credit, it is now 
clearly recognised to be money, directly and immediately available 
for spending. That commercial banks still create this official-
currency money for private-sector profit has become a glaring 
anachronism.
He (Attwood) resigned from Parliament in 1839. Meanwhile, the 
new Bank of England representative in Birmingham described his 
ideas about currency reform as “ingenious” but “lamentably wrong”. 
Economists called him a monomaniac, and the description stuck. 
Some years later banknotes (paper money) were recognised to 
be real money, and commercial banks were no longer allowed to 
create money by issuing them. But it was not until 1931 that Britain 
finally came off the gold standard, and not until 1973 that the USA 
did.
One thing that many of us share with Attwood, however, is an 
awareness that the money system needs to be brought up to date. 
For over two centuries political democracy has been spreading 
through the world, thanks to Attwood and others like him. But our 
capacity to control the power of money and harness it to the public 
good has lagged far behind. So much so that failure to bring the 
workings of money and finance into line with economic justice and 
the realities of the Information Age is already damaging confidence 
in political democracy itself.
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An international monetary system, which is based on one or two 
superpower currencies such as the US$ and (as some people 
hope) the euro, profits the countries that issue those currencies at 
the expense of the rest of the world.  About 97% of this country’s 
(UK) money supply is created in that form by commercial banks, 
and only 3% as banknotes and coins issued by the Bank of England 
and the Royal Mint.
The commercial banks create the non-cash money out of thin air, 
calling it credit and writing it into their customers’ current accounts 
as profit-making loans. That gives them over £20 billion a year in 
interest, while the taxpayer gets less than £3 billion a year from the 
issue of banknotes and coins. Stopping commercial banks creating 
non-cash money, and transferring to the central bank responsibility 
for creating it and issuing it debt-free to the government to spend 
into circulation, will result in extra public revenue of about £45 
billion a year. This is the reform with which this book is specifically 
concerned.  It will mean that:-
1) Taxation and government debt can be reduced, or public 
spending can be increased, by up to £45 billion a year.
2) The value of a common resource - the national money supply - 
will become a source of public revenue rather than private profit. 
That will remove an economic injustice.
3) Withdrawing the present hidden subsidy to the banks will result 
in a freer market for money and finance, and a more competitive 
banking industry.
4) A debt-free money supply will help to reduce present levels of 
public and private debt, which are partly caused by the fact that 
nearly all the money we use has been created as debt.
5) The economy will become more stable. Banks inevitably want 
to lend and their customers want to borrow more at the peaks of 
the business cycle and less in the troughs. So, when the amount of 
money in circulation depends on how much the banks are lending, 
the peaks and troughs – the booms and busts - are automatically 
amplified.
6) The central bank will be better able to control inflation if it 
itself decides and directly creates the quantity of new money the 
economy needs. It now tries to control inflation indirectly, by raising 
interest rates (i.e. the price at which people borrow from banks). 
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But raising costs in that way actually helps to cause inflation. That 
partly explains why inflation has to be allowed to rise steadily 
every year – by 2.5% in the UK – in order to avoid deflating the 
economy.
7) Environmental stress will be reduced. When, as now, almost all 
the money we use is debt, people have to produce and sell more 
things in order to service and repay debt than they would if money 
were put into circulation debt-free. In our proposals for this reform, 
Joseph Huber and I called it “seigniorage reform”. Seigniorage 
was the profit made by monarchs and local rulers from minting 
and issuing coins. In democratic societies in the Information Age, 
the proposed reform will restore the prerogative of the state - now 
on behalf of the people - to capture as public revenue the value of 
putting the money supply into circulation. Many more people now 
understand that money is power, and that the institutions of money 
today negate democracy by using their power to exploit people and 
keep them dependent. Meanwhile, to recapitulate from Chapter 1, 
the proposed national monetary reform is as follows:
1) As national monetary authorities, central banks should create 
non-cash money (i.e. bank-account money) as well as cash (i.e. 
banknotes and coins). They should create out of thin air at regular 
intervals the amounts they decide are needed to increase the money 
supply. They should give these amounts to their governments as 
debt-free public revenue. Governments should then put the money 
into circulation by spending it.
2) It should become illegal for anyone else to create bank-account 
money denominated in the national currency, just as it is already 
illegal to forge coins or counterfeit banknotes. 
This will involve the following changes:
1) The central bank will no longer regulate increases in the money 
supply by manipulating the interest rates at which commercial 
banks lend into circulation money they create for that purpose. The 
central bank will be directly responsible for deciding how much is 
needed and for creating it and issuing it itself.
2) Commercial banks will be prohibited from creating money. They 
will have to borrow already existing money in order to lend it, as 
other financial intermediaries do.
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This will parallel what happened with banknotes in 19th-century 
England (see Chapter 1). Electronic bank-deposit money has now 
become real money and it is time to stop pretending it is just credit. 
As the issue of banknotes became subject to seigniorage then, 
so the creation of bank-account money should become subject to 
it now. In other words, the profit from creating it should no longer 
accrue to commercial banks but be collected as public revenue.
This global reform would clearly need simultaneous support from 
many national governments. That does not necessarily mean that 
one country could not undertake national monetary reform on its 
own. But it would clearly be easier for single nations to do it, if the 
global version of the same reform was on the global agenda.
Another report finds that “ever since 1971, when US president 
Richard Nixon took the dollar off the gold standard, the dollar 
has been a global monetary instrument that the United States, 
and only the United States, can produce by fiat. ... World trade is 
now a game in which the US produces dollars and the rest of the 
world produces things that dollars can buy. The world’s interlinked 
economies compete in exports to capture needed dollars to 
service dollar-denominated foreign debts and to accumulate dollar 
reserves “. (15)

Dealing with Obstacles and Objections
The following are among the obstacles to national monetary reform 
and the objections put forward against it:
1) 	 powerful opposition from banking and financial interests (and 

from associated constituencies of professionals, academics 
and politicians), and threats that even the prospect of 
monetary reform would destabilise the economy;

2) 	 public ignorance and confusion about the present 
arrangements;

3) 	 an elitist belief that ignorance about them is positively 
desirable;

4) 	 ignorance and obfuscation about what the monetary reform 
proposals actually are;

(15) Henry C K Liu , US Dollar Hegemony Has Got To Go, Asia Times Online 
Co Ltd, 2002.
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5) 	 the claim that they would involve a further centralisation of 
state power;

6) 	 the assumption that the reform would be inflationary;
7) 	 the assumption that it would ‘crowd out’ investment in the 

private sector;
8) 	 the argument that depriving banks of the present seigniorage 

subsidy would increase the costs of borrowing, would raise 
the costs of payment services, and would force banks to cut 
costs, close branches and reduce jobs;

9) 	 the argument that it would damage the international 
competitiveness of British banks and therefore of the British 
economy as a whole;

10) 	 the argument that no other country has undertaken, or is 
seriously considering, this reform.

People have learned from history that allowing governments to 
create new money is a recipe for inflation. So a conventional knee-
jerk response to the proposed monetary reform is that it will be 
inflationary. It is true that money creation by feudal and monarchical 
governments in the past and by elected governments more recently 
has led to inflation. But that does not mean inflation will result from 
giving an operationally independent central bank responsibility for 
creating new money directly, instead of indirectly influencing by 
interest-rate changes how much the commercial banks create.

*  *  *  *  *

Analysis and Report

34.1. Member responses to this task were analysed and the 
following report prepared.

Task 34: A New Monetary Policy

Analysis and Report
34.2. This large and difficult Task covered a fundamental area of 
national policy. It attempted to ascertain the views of members in 
two general areas: firstly, whether a dramatic change in direction is 
called for, and secondly, the extent to which monetary policy can 
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and should be entrenched in the Constitution rather than being left 
to the government and Parliament of the day. 
34.3. An introduction attempted to define the current problems 
afflicting the international monetary system, examine the effect 
on Australia, and analyse our current economic and constitutional 
system with regard to monetary policy. Three different proposals 
for reform were set out, with common elements covering foreign 
financial transactions, trade, the money supply, creation of a new 
institution, tentatively titled ‘The Australia Bank’ to manage the 
money supply, and control of land and other natural resources. The 
proposals differed in the question of whether banks would be able 
to charge interest on loans and pay interest on deposits, and an 
additional proposal for the devaluation of money in the form of 
cash and transaction accounts at a rate of 0.5%-1% per month.   
The Task also included a very large Appendix containing a wide 
variety of materials from Australia and overseas.

Task 34
34.4. Q1.Does the philosophy expressed in paragraph 35 (that the 
wealth of Australia resides in our natural and human resources and 
that ownership belongs to all Australians) adequately encompass 
your views?

YES 73%, NO 9%, undecided 19%
34.5. If not, can you offer an alternative?

The small minority who offered an alternative focussed on 
reducing trade barriers and other international barriers.

34.6. Q2.Do you agree that we need a system of ‘tokens’ (money) 
to facilitate transactions between people?

YES 82%, NO 0%, undecided 18%
34.7. Q3.Should Australia aim for self-sufficiency?

YES 73%, NO 9%, undecided 19%
Some reservations were expressed; some who answered 
YES as well as NO stressed the value of interdependence 
and international trade.
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34.8. Q4.Should we aim to balance our imports and exports?

YES 82%, NO 0%, undecided 18%
34.9. Q5.Do you agree we should take steps to overcome our 
‘Current Account Deficit’?

YES 82%, NO 0%, undecided 18%
A minority of YES respondents as well as the ‘undecideds’ 
expressed pessimism about this challenge.

34.10. Q6.Do you agree with the introduction of an impost on all 
money going overseas? Should that be 5%, or 10%, or some other 
percentage?

YES 64%, NO 18%, undecided 18%
Significant and roughly comparable minorities favoured 5%, 
10%, and a graduated system so that small amounts, e.g. for 
overseas holidays, would be taxed at a lower rate.

34.11. Q7.Should we have an overall reduction to our imports or 
should we empower the Parliament to decide what commodities 
should be restricted and by what amounts?

Some responses were unclear, and overall consensus was 
lacking. A significant minority favoured an overall reduction, 
but a similar number of respondents favoured legislative 
discretion, for example, to restrict imports of luxury goods.

34.12. Q8.Having read all the above and Appendix 1, do you agree 
that we should regain control of the money supply in Australia?

YES 55%, NO 45%
34.13. Q9.Do you agree that Australia should re-create an 
independent institution to control the money supply?

YES 64%, NO 0%, undecided 36%
Name it?

Of those who suggested a name, about two-thirds agreed 
with “Australia Bank”. 

34.14. Q10.Should ordinary banks be stripped of the power to 
create money through lending money as debt?

YES 45%, NO 10%, undecided 45%

Chapter 34. Monetary Policy
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34.15. Q11.Do you agree that regulating the introduction of ‘new 
money’ is likely to be a more effective means of curbing inflation 
and/or stimulating the economy than is currently possible through 
regulating base interest rates?

YES 55%, NO 0%, undecided 45%
34.16. Q12.Should the bulk of ‘new money’ be supplied to 
government for public services?

YES 45%, NO 18%, undecided 37% 
34.17. Q13.Should the ‘commonwealth’ recover ‘ownership’ of all 
natural resources?

YES 73%, NO 9%, undecided 18%
34.18. Q14.Should the ‘commonwealth’ regain ‘ownership’ of all 
land?

YES 64%, NO 18%, undecided 18%
34.19. Q15.Money was devised as a system of tokens to facilitate 
transactions in a community. Should it revert to just that?

YES 55%, NO 18%, undecided 27% 
34.20. Q16.In Proposal B it is suggested that charging interest 
be abolished completely.  Do you agree to the total abolition of 
interest?

YES 27%, NO 27%, undecided 46%
If you disagree with the abolition of charging interest, is that 
because you have difficulty envisaging such a system?
Or do you have some other reason?

The effect of this change on retirement savings was 
mentioned by several respondents. Some found it difficult to 
envisage and some favoured a gradual approach that would 
respect existing contracts. 

34.21. Q17.The intended outcome of Proposals A, B and C is 
that:
d.	 It would seriously hamper the ability of the rich (usually the 

lenders) to get rich and the poor (usually the borrowers) to 
get poorer.  

Do you: Agree? - 64%, Disagree? - 9%, Don’t know? - 27%
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e.	 It would break the cycle of ever-increasing consumption 
keeping pace with an ever-increasing money supply. Do 
you: 

Agree? - 55%, Disagree? - 9%, .Don’t know? - 36%
f.	 It would therefore reduce our impact on the environment.  Do 

you:
Agree? - 50%, Disagree? - 9%, .Don’t know? - 41%
34.22. Q18.If banks are to be given authority to pay interest on 
deposits and charge interest on loans of part of those funds:
f.	 Should ‘market forces’ be allowed to determine interest 

rates?

YES 27%, NO 46%, undecided 27%
g.	 If interest rates are to be regulated, what maximum interest 
should banks be allowed to pay on deposits?

3% - more than one-third of respondents; 5% - about one-
tenth; remainder – uncertain.

h.	 If interest rates are to be regulated, what maximum interest 
rates should banks be allowed to charge on loans?

5% - almost one-half; remainder – uncertain.
d. 	 What proportion of deposited funds should banks be allowed 

to ‘on-lend’?

Various answers, ranging from 30% to 90%, tending to 
cluster around 50% (over one-third of respondents).

e.	 Should the draft Constitution stipulate these rates so that they 
can only be changed by the people voting at a referendum?

YES 46%, NO 18%, undecided 36%
34.23. Please add any other comments you might have on the 
proposals.

Almost half of respondents expressed scepticism about some 
of the details or about the general thrust of these proposals. 
A desire for worldwide change rather than unilateral change 
was mentioned, as was the desire for much greater education 
and public debate on these issues.

Chapter 34. Monetary Policy
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Summary
34.24. Most responses seemed to express at least tacit agreement 
with the proposition that aspects of monetary policy should be 
stipulated in the Constitution. The general proposition - that the 
wealth of Australia resides in our natural and human resources and 
that ownership belongs to all Australians – was supported by a 
large majority. Balancing imports and exports, and overcoming the 
Current Account Deficit, were well supported. The introduction of 
an impost on all money going overseas, and the regulation of the 
money supply by an “Australia Bank” were supported by a smaller 
majority.
34.25. Commonwealth ownership of all land and natural resources 
was also regarded favourably by a large majority. However, the 
more radical proposals, particularly involving abolition of interest, 
were regarded with a much greater degree of scepticism. The 
setting of interest rates in the Constitution was favoured by almost 
half of respondents, with a high proportion being undecided. A 
large proportion of members’ comments indicated a high degree of 
support for the general principles espoused in the Task, combined 
with scepticism or outright pessimism concerning specific 
strategies for dealing with the problems.
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The Draft Constitution –  
A Synopsis

The papers and reports presented herein were used to prepare a 
Draft Constitution. A synopsis of that draft appears below. The 
full text is presented in The First Draft of a Constitution for the 

Sovereign Nation of Australia: A Grass Roots Approach, Charles 
S Mollison, Cobbs Crossing Publications, 2009. 

The aim is that, after wide public discussion and amendment as 
required, the Draft Constitution should be put to the People in the 
form of a plebiscite to secure general agreement. The Draft would 
then become a blueprint for gradual Constitutional reform.

A SYNOPSIS

This Constitution establishes the sovereignty of the Australian 
People. It establishes the People’s ownership of the commonwealth 
of Australia and provides each and every Citizen with an equal 
annual dividend from that ownership. 
There is established with this Constitution a unique Australian 
federation in which there is intimate, accountable representation; 
both levels of government have clearly articulated powers and 
responsibilities; and public services are delivered by organisations 
close to the People. The system of government ensures freedom 
of the individual, and efficient and effective administration of 
Australian society with less regulation, fewer elected representatives 
and fewer bureaucrats.
The federation consists of a National Parliament and 96 regions 
each with its own Regional Assembly. In general terms the National 
Parliament is responsible for policy; and Regional Assemblies 
are responsible for implementing that policy and delivering 
public services. The Regions will be based on water catchment 
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areas giving Regional Assemblies unprecedented control of their 
environment.
The National Executive Government consists of a popularly 
elected President and the Heads of Government Departments. 
Regional Executive Governments consist of popularly elected 
Chief Executive Officers (or Mayors) and the Executive Officers of 
Regional Government Departments. The Executives at both levels 
are accountable to the elected body. This arrangement produces a 
clear separation of powers between the Parliament, the Executive 
and the Judicature.
The President’s powers are codified in the Constitution. He is 
positioned to be the Head of State, head of the National Executive, a 
protector of the Constitution and is accountable to the Parliament.
The Regions have populations of between 30,000 and 250,000 
people depending on population density. Members of Regional 
Assemblies are elected from single-member electorates of only 
5000 voters. This ensures intimate representation and optimum 
accountability. All elections use a unique, optional preferential 
voting system and electronic voting. This ensures quick and 
easy voting and fair representation of the People rather than 
representation of political parties.
One Member of each Regional Assembly is elected by the 
Assembly to represent the Region in the National Parliament. 
These Representatives will return to their Regional Assembly 
for one week in every month to brief, and to be briefed by, their 
Regional Assembly. This ensures intimate representation and 
optimum accountability.
Constituents at both levels have the power to recall their 
representative and hold a new election. This is one of many 
measures that empower the People and ensure accountability.
Legislation before the National Parliament is debated in Regional 
Assemblies. This is the review process; there is no Senate. When 
required, legislation is reviewed also by the Constitutional Court 
before being signed into law by the President.
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A new Central Bank of the Australian Commonwealth distributes 
national revenue with 25% going to the National Treasury and 75% 
going to the Regions on the basis of population. This, together with 
clear allocation of responsibilities to each level of government, 
eliminates “pork-barreling” and “buck-passing”; and facilitates 
cooperation between the National Parliament and the Regions.
Human rights are enshrined in the Constitution. Furthermore, the 
People have the right to initiate referenda to change the Constitution 
and to create, amend and annul legislation. There is also a clear 
definition of the responsibilities of citizens including an obligation 
to serve the nation in the armed forces or emergency services.
At both levels of government, representatives sit in round-table 
configuration and each Member has an equal right to speak; thus 
creating effective government by and for the People by eliminating 
party politics and block voting. A 75% majority is required to pass 
legislation.
The Constitution establishes a set of basic laws. Most crimes against 
society are expressed as crimes contrary to the Constitution - greatly 
reducing the need for reams of criminal code and ensuring that the 
Constitution remains a living document with continuing relevance 
to everyday living. In the justice system, judges are trained as 
judges from an early age and follow a career path separate from that 
of lawyers and barristers. Cases before the courts are conducted by 
judges who have the power to direct investigations, call witnesses 
and conduct cross-examinations. The primary concern of judges is 
to ascertain the truth and to administer justice. The letter of the law 
is a secondary consideration.
Also established in the Constitution is monetary policy that 
reestablishes a fixed valuation of the Australian Dollar, restricts 
imports to the value of exports, prohibits overseas borrowing, 
restricts the creation of credit to the central bank and fixes interest 
rates. That is, interest rates are fixed at 5% reducing per annum for 
the duration of all loans. This rate can be changed; but only by the 
People voting at referendum. The central bank also controls the 
economy by controlling the creation of new money.

A Draft Constitution for the Sovereign Nation of Australia
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The Constitution introduces the debit tax system at 0.1% to eliminate 
the Goods and Services Tax with provision for this rate to rise and 
gradually replace all other forms of taxation. No more tax evasion, 
tax concessions, tax returns or Business Activity Statements with 
massive savings to business through a cost effective tax system.
Last but not least, the Constitution provides that the Nation will 
only go to war following a “Yes” vote by the People at referendum. 
Also included is a War Act. This Act will commit the whole nation 
to the war effort, will eliminate profiteering and will ensure Service 
men and women are treated appropriately before, during and after 
war service.
The complete Draft Constitution can be accessed on the website of 
the Foundation, www.national-renewal.org.au and in the book, The 
First Draft of a Constitution for the Sovereign Nation of Australia: 
A Grass Roots Approach, Charles S Mollison, ISBN 978-0-
9757507-2-8 (Paperback), 978-0-9757507-3-5 (Hard Cover) and 
ISBN 978-0-9757507-6-6 (CD-Rom)
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Nominal Roll of Contributors
The following persons contributed to this publication to a more or 
less degree by responding to papers and expressing their views on 
various topics. Their contribution to this whole exercise over a long 
period is greatly appreciated. It is most unfortunate that some have 
passed away before seeing their efforts come to fruition.
It goes without saying that I take sole responsibility for the content 
of the Draft Constitution published in the sister volume to this, “A 
Draft Constitution for the Sovereign Nation of Australia” and that any 
conclusion manifestered therein should not and cannot be attributed 
as necessarily being the view of any one individual listed here.

NAME	 POST CODE

WOLDRING, Aafke	 2256

ROBERTSON, Alan	 2455 

MILLS, Alan	 2315

ANDERSON, Albert	 2322 

DE JONGE, Alice	 3056 
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SANDELL, Arnold	 4285 

SCURR MBE, Arthur	 4122 
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SMITH, Basil J	 3152

LOMAS, Barry	 3885 

HUTCHISON, Beverley	 4740

LOVETT, Brenda	 2315 

LEE, Brian	 4556

STEPHENSON, Bruce	 2350

NAME	 POST CODE

BONGARZONI, Carlo	 2093

MOLLISON, Charles	 4559 

COSTELLO, Christine  	 2761

SAWKINS, Clff	 3136 

KONINGS-ROMMENS, Corrie	 4559 

MOLLISON, Cynthia	 4068 

SVENSON, David	 4069 

CAVANAGH, Del	 3084

DAVIS, Donnell	 4113

EVERINGHAM, Doug	  4074 

GREEN, D R	 5006 

CANTWELL-DEAN, Gaynor	 4556 

CHAPMAN, Edwin George	 6991

MATTHEWS, Elwyn	 3995

LIGHTFOOT, Frank	  4570 
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NAME	 POST CODE

MAU, Frank	 3444 

HORSFALL, Fred	 3579

JOHNSON, Fred	 5043 

CARLSON, Glen	 2000  

MOORE, Gordon	 4555

CARLSON, Gloria	 6010

FOSTER, Jim	 2315

SECZKOWSKI, Joanna	 5048 

DRYSDALE, John	 2480  
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LIKIARDOPOLOUS, John	 3072 

BRYANT, Joseph	 2760 

MOLLISON, Judith	 3230 

PARKER, Judith A	 6169 

ANDERSON, Karen	 2322

KRAWFORD, Karyn	 2089
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FENNELL, Kevin T	  2232

CAVANAGH, Ken	 3084

MOLLISON, Ken	 3230 
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LOMAS, Margaret	 3885  

DRUMMOND, Mark	 2617
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GIESE, Martin	 2605  

KJAR, Martin	 7322 

HUMPHREYS, DSM, Michael	 4053

CUTTER, Mike	 4560 

OGDEN, PSM, Mike	 2607 

MITCHELL, Murray	 3875

Beyond Federation Network	 2600

JOHNSON, Neville	  4350

FAULKNER, Nic	 2483 

HUNTER, Noel	 2008 

GILLESPIE, Patricia	 3429 

TOWNSEND, Paul	 3429

GILLESPIE, Peter	 3810 

FRIIS, Peter	 4556

ANDERSON, Philip George	 2099 

MOLLISON, Phil	 2607 

KING, Phillip	 2519  

CUTTER, Phyllis	 4560 

LIKIARDOPOULO,  
Pota Pamela	 3072
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NAME	 POST CODE

BURTON, Ray	 4507 

HUMPHRIES, Reuben	 2550 

SLATER, Richard	 2082

WIDT, Rob 	 4034

BROWN, Ron	 3871 

HUTCHISON, Ron	 4740 

LOVETT, Ron	 4165

MUNRO, Ron	 3550 

SHARP, Ron	 4401
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COPE, R L	 2035

NAME	 POST CODE

SHERLOCK, Rupert	 6021
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NATHAN, Tony	 4215

ALONZO, Trevor	 2137
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There are  101 names in this list
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