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Brief history of ancient money systems in the light of marketability  

Sandeep Jaitly 

The circulation of gold and silver coins, or some form of obligation denominated in them, 

doesn’t occur currently, but why? When gold and silver coins did circulate, there were always 

attendant, perennial problems such as the ‘disappearance’ of either silver coins or gold coins 

from a particular national circulation, but why? Banking crises littered the C18th and C19th, but 

why? 

To answer these questions and more, we will have to examine the false ideas of ‘money’ that 

have plagued civilisation, particularly European civilisation, throughout the centuries. When 

these have been examined and the observations explained, the likely evolution of our current 

contrived system will be undertaken.  

Rome 

The way that most monetary 

systems were framed within nation 

states is of the form ‘X weight of 

silver/copper is Y units.’ Ancient 

Rome started off as a bronze 

based society – in contrast to most 

contemporary societies based on 

silver. The aes rude (rough bronze) 

gave way to the aes signatum 

(stamped bronze) which itself gave 

way by the C3rd BCE to the aes 

grave (heavy bronze.) 

For the Romans, the process of changing their medium of exchange from nonstandard weights 

to regular coins took many 

centuries.  

The (early C8th BCE) aes rude – 

a completely nonstandard 

weight of irregular bronze – 

had given way to a standard-

weight, coined-form of bronze 

of about one Roman pound or 

libra. This was known as the 

libral standard – whereby one 

libra of 12 unciea is 1 as.  

By mid C2nd BCE, the libral standard gave way to the light libral standard whereby 10 unciea changed 

to 1 as. Around 217 BCE, the light libral standard gave way to the semi-libral standard whereby 6 

unciea changed to 1 as.  
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After the establishment of the semi-libral standard, the triental (1/3 of original standard) and 

sextantal (1/6) followed. The end of these machinations was marked by ‘1 libra of bronze is 12 

asses’ known as the uncial standard.  

Naturally, these procedures were an insult to the word ‘standard.’ Why exactly was this 

procedure carried out? It doesn’t take much effort to figure out why.  

Quotes for exchange at the forums were given against asses and not against the libra or 

multiples/fractions thereof. The way by which the Roman State tried to acquire more for 

nothing in their multiple wars against the Carthaginians was by this method. The concept of fiat 

(command) was born here: with the insistence that the mere name as was the money – rather 

than what an as is meant to represent.  This fraudulent behaviour with the bronze as predated 

similar action with the silver denarius centuries later. The induced dichotomy between denarius and 

a silver coin ultimately led to Diocletian’s edicts   

The Roman concept of legal tender plays on the purposely confusing definition of ‘money:’ ‘X 

weight of silver/copper is Y units.’ The Roman citizens would naturally say the ‘X weight’ is the 

money (i.e. the most marketable good) and the ‘Y units’ is merely a shorthand nomenclature for 

this ‘X weight.’ The Roman State would say otherwise: the ‘Y units’ is the money and the ‘X 

weight’ happens to be whatever The Roman State wants it to be. Obviously such a posture is 

pure deception, fraud and theft viz the people ‘running’ the Roman State and their fellow 

citizens.  

Britain 

The frame ‘X weight of silver/copper is Y units’ from the Roman system was the frame for all 

subsequent European money systems after Rome’s collapse. The pound sterling is a prime 

example. Prior to a definition based on gold from 1816, the pound sterling was based on silver. 

‘X weight of silver/copper is Y units’ morphed to ‘one pound of silver is 240 pennies’ with the 

unit as a ‘penny.’ Various other coins equivalent to an integer multiple of pennies also existed: 3 

pennies gave the threepence; 4 pennies gave the groat; 6 pennies gave the sixpence; 12 pennies gave 

the shilling; 30 pennies the half-crown and 60 pennies the crown.  

In pre-Norman times, the penny weighed around 1.5g. By the time of its retirement in 1820, it 

weighed just under 0.5g. This rate of fraud was certainly not as quick as the Roman episodes but 

fraud it was nevertheless.    

India 

What about the frame of non-occidental monetary systems? For this, we turn to India. Gold and 

silver ‘coins’ of standard weights were in use from the earliest times, as attested in passing by the 

various Sanskrit literatures. From remote pre-history, the name rupya was applied to silver coins 

and in the mid C16th, Sher Shah Suri defined the rupiya as a coin of 178 grains silver. The rupiya 

was divided into 16 annas and 1 anna was divided 4 paisas or 12 pies.  

This frame of the rupiya didn’t involve the occidental predicate ‘X weight of silver/copper is Y 

units.’ Were the Mughal rulers of India tempted to change the definition of the rupiya? It seems 

not: even amongst their incessant infighting and quarrels, as there was no culture of borrowing 
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on ‘the emperor’s name’ there was no temptation to change the definition of the rupiya. 

Accordingly, the rupiya stayed as a 178 grain silver coin up until 1919.   

The examples of Rome and Great Britain are variations on ‘X weight of silver/copper is Y units’ 

whereby the ‘Y units’ is the legal “money” and the ‘X weight of silver/copper’ isn’t.  

 

The tendency for hoarding  

When there’s a dichotomy between gold coins (money true) and legal ‘money’ (i.e. all forms of 

gold standard that aren’t Fekete’s unadulterated gold standard) whereby the ‘value’ of legal ‘money’ 

can be changed at the State’s whim, there’ll always be insurmountable problems in trying to grow 

coordination. Such problems manifested themselves as ‘banking crises’ or ‘liquidity crises’ 

supposedly removed from the deceptive nature of legal monetary arrangements.   

The constant public angst about the integrity of the ‘monetary’ unit (as, denarius, pound, dollar) 

which wasn’t present with what this ‘monetary’ unit was supposed to represent (a gold coin of 

various complexions) paints a bad picture on the mechanism of hoarding. A gold/silver coin in 

and of itself does not change.  

The exchange of our surpluses and its advancement, whatever form these surpluses take, results 

in the promotion of the most marketable good. For the exchange of ‘large’ goods, the gold coin 

was found. For the exchange of ‘small’ goods, the silver coin was found. The free exchange of 

gold against silver coins ensured that those engaged in the creation and production of ‘small’ 

goods could acquire the products of those engaged in the production of ‘large’ goods. That gold 

and silver coins do not circulate and are replaced by pure fiat does not negate the fact that they 

remain the most marketable goods. Whatever twisted form of exchange that results from 

denying this facet of gold and silver coins is a lie.   

Take the occidental predicate ‘X weight of silver/copper is Y units’ with the pound sterling ‘one 

pound of silver is 20 shillings’ (valid prior to Henry VIII’s reign from 1491.) By this relationship, 

we arrive at the theoretical pure silver mass of a unit shilling as 270 grains (c. 17.5g.) By 1816, a 

‘shilling’ had been reduced in weight to 87 grains. To mistake the word ‘shilling’ with a true 

monetary unit in contracts would result in losses in the course of general business to some. For 

the king to borrow in the name ‘shilling,’ taking in weightier silver coins than were returned 

when the king changed the definition of ‘shilling’ is an act of theft and fraud (†).  
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(†)The ‘pound sterling’ didn’t exist as a coin apart from a brief period during the English civil war. The ‘shilling’ 

didn’t appear as a coin until the mid C16th –being solely a ‘unit of account’ without a ‘medium of exchange’ facet 

(i.e. the silver coin element.) This made it especially easy to defraud holders of contracts – and especially the king’s 

contracts – referencing the ‘pound sterling’ or ‘shilling.’ 

This constant threat of debasement (theft) acted as a barrier to the unhindered circulation of 

silver coins.  

When ‘shilling’ could be changed at a whim, there was always a general reluctance to accept a 

‘shilling’ as its supposed definition outside of the actual silver coin itself. This adulteration always 

prevented exchange from reaching what it could and is the cause of the ‘business cycle’ – 

nothing more than a form of resonance. Gold and silver coins were still hoarded under the 

classical gold standard because of this dichotomy – they were just hoarded at a much less 

noticeable rate than current times. 

With this in mind, we turn to our current ‘money’ system and its likely progression… 

 
♦♦♦♦♦♦♦ 
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The efficiency of the free market economy compared to the 

socialist economy 

Barczikay Tamás 

“The land belongs to whoever cultivates it the best and only until he is the best to 

cultivate it.” 

Liska Tibor  

In my thesis I will compare the operations of the free market and socialist economic 

models using extraordinary methods. First, I will describe the differences in the 

viewpoints and calculation methods between the Austrian school and the Marxian 

tradition. In this section, due to issues of length, I will not describe in detail the 

differences and similarities between the new and mainstream Austrian schools because 

they have the same approach to the criticism of the socialism.  

Second, I will describe in detail the Liska model which originated in the 1960’s as an 

alternative economic system, which can be characterized by even more free principles 

than the traditional free market economy. Finally I will utilize this model for the 21st 

century and draw a parallel between the contemporary problem of high redistribution 

rates and the forcefully planned socialist system. 

The New Austrian School 

The New Austrian School is a marginalistic economic approach based on Menger 

traditions which claims that economic decisions stem from the individual’s level. The 

neoclassic economics and the New Austrian School both have the same roots but evolved 

in different directions.  

The main difference lies in the rejection of the quantitative methods from the part of the 

Austrian school, which is based on the inherent diversity of human preferences. 

Proponents of the theory instead analyze economic events and draw conclusions with the 

help of a so-called praxeology, which is a deductive logical method. 

The Austrian school argues for a completely liberalized free market economy with the 

tools of methodological individualism, subjectivism, opportunity costs, diminishing 

margin of profitableness and catalaxia. Their solutions, however, differ from the 

mainstream on the impact theories of economic cycles, inflation and interest rates. 

(Madarász, 2002) The reason for these differences is the rejection of the assumption of 

homogeneous market operators, perfect information and perfect competition.  

Their market analysis can be interpreted through the description of market processes, 

instead of through the definition of equilibrium prices and comparative statics, as in the 

case of the mainstream school. Their objective is the definition of market coordination 

mechanics from a process-oriented point of view, while also taking into account the 

presence of innovations, varying qualities and non-endogenic preferences. (Mátyás, 

2004) 
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The Marxian opposition and the evaluation debate 

The theoretical debate between the marginalistic and Marxian schools date back to the 

formation of the latter in the 1870’s. The subjective theory of value under the school of 

marginalism completely refutes the labor theory of value. Böhm-Bawerk and the 

marginalists claimed that the value of every product is a reflection of its value for the 

consumer rather than the capital and labor hours invested in it. (Madarász, 2002) 

Simultaneously, another debate emerged between the schools concerning their 

interpretation of society. Marxian beliefs hold that that system of institutions that is 

society is defined from the outside, while marginalists led by Menger stress the 

spontaneous organization of societal institutions. According to their reasoning it is the 

sum of self-interests that led to creation of language, money and legal system and not 

their intentional behavior to create such institutions. From a Marxian point of view this is 

the source of suppression, while proponents of the free market economy would rather let 

this process prevail without any intervention. 

This opposition culminated in the evaluation debate, which focuses on the potentials in 

planned economic systems. This problem seemed to be very realistic, given that the 

contemporary economic crisis had negligible effects on the Soviet Union1. 

In the debate, Mises and the followers of the Austrian school categorically stood by the 

efficient, albeit at times obscure market mechanics, while on the other side the prevalent 

opinion held that planning will sooner lead to a general equilibrium, as it is defined by 

Walras. The main arguments in the debate were concerning various subjects, that I will 

describe below in detail. While both approaches rely on the underlying assumption that 

the aim of economic and social planning is the maximum utilization of available 

resources, the differences lie in their methods and feasibility. (Horváth, 2008) 

The first topic of debate was how to define prices of goods. Mises used the compensation 

principle to assume that prices are defined on the markets and because a socialist 

system has no markets consequently it cannot contain any such price information, which 

could then be used to plan the system. 

In response, Taylor argued that economic governance is feasible with the creation of a 

specialized ministry utilizing a trial-and-error method. The core of this principle is that 

economic planners define a price as a point of reference that can be used by market 

operators and which is refined from time to time based on information of oversupply or 

overdemand. (Horváth, 2008) 

According to Lange the organization of the economy along consumption or labor market 

patterns works equally well, they only differ in capital markets. In a capitalist system, 

assuming a perfect competition, the prices are ultimately the result of outside factors, 

while in a socialist economy the prices are also set, but by a state led monopoly. 

Furthermore, prices are more just, because it is the sate that decides on distribution 

patterns, while in a capitalist system monopolies and oligopolies may evolve which hijack 

the equilibrium of the free market with harmful effects on the consumer. In a capitalist 

system consumers have no means at their disposal with which they can interfere with 

these patterns, while on the hand, in a socialist economy a similar situation may not 

arise due to social control. 

                                                           
1 Csaba László Globalization, Financial Crises and Development, University course 
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The two sides also differ on their viewpoints on private and public property. According 

Mises, decision makers are not motivated by profitability and therefore will always create 

inefficient planned economies. He states that adequate motivation may only be given by 

the existence of private property, because it forces market operators to properly assess 

the risk of economic decisions. 

Hayek later introduced into the debate the concept of market, as an informational 

mechanism. Supporters of the Austrian school claim that the economy is a sophisticated, 

self-organizing information system, that must not be tempered with because there is no 

technology that would successfully account for all of its variables. Local information that 

may provide a market edge to those in possession of it, simply cannot be a part of a 

model for optimum calculation. Hayek also questions the neoclassic planning based on 

Walras, claiming that it contains too many unrealistic assumptions, like homogeneous 

goods, perfect competition and perfect information. 

Let us suppose that the Friedmann principles are true, and retroactively analyze the 

empirical experience, even though Hayek and his followers were declared to be on the 

losing side of the contemporary debate. 

Examining the socialist and capitalist economies of the era, we can deduce that not only 

capitalist economies did not collapse as Marx predicted, but were rather prosperous. On 

the other side, socialist economies were wartime shortage economies, no matter how 

precisely planned. 

On the stock markets – due the lack of price information – shortages were perpetual. 

This was mainly due the aforementioned impossibility of complete inventory on one 

hand, and on the other the difficulties of the bureaucratic coordination of the political 

management.   

However, the main obstacle in the development of extensive stock markets was the well-

known norm system. The most illustrative example of this can be seen in the black 

market of nuclear weaponry, as most of its ordinance originates from the Soviet Union2. 

This is due to the fact that soviet physicists were forced to hide fissile materials in times 

of market surplus in fear of retributions if the quotas are not met. These fissile materials, 

that officially did not exist, ended up on the black market after the end of communism. 

From this, a rule was established: if one overachieves the quota it will be raised in the 

following years increasing the chance that it will not be met, and the participants will be 

punished. 

In parallel with this, there was full employment on the labor market. However, it was 

only an illusion, as those unemployed who could not obtain productive employment were 

either imprisoned or were forced to do menial and pointless jobs, wasting the supply of 

labor and hampering the optimum capitalization of resources. (Indoors unemployment.) 

  

                                                           
2Source: http://www.usatoday.com/story/news/world/2012/12/10/georgia-nuke-investigations/1757963/ 
Letöltés ideje: 2014-05-25 

http://www.usatoday.com/story/news/world/2012/12/10/georgia-nuke-investigations/1757963/
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History and main points of the Liska model 

By the 1960’s the Hungarian economy reached a state that was no longer sustainable 

and therefore the political elite decided to reform the system on scientific foundations. 

This culminated in the economic reforms of 1968 which relied on the trendy notion of 

calculating input needs for each sector through connection models between multi-sector 

national economics and other sectors. The efficacy of these models in lieu of the later 

end of communism in Hungary is not necessary to analyze. 

Liska Tibor immediately threw down the gauntlet to the system and constructed his own 

socioeconomic model that would have been able to construct an efficient Hungarian 

economy with thinly concealed capitalistic foundations out of the present socialist one. 

The Liska model radically reduces the function of the state and the redistribution rates. 

In return, it provides skill-based competition in which everyone has equal chances. 

Liska’s concept is that redistribution and tax can be omitted from the system. The center 

of his competitive model is that everyone can freely determine the value of their 

enterprise and pay their proportionate tax. However, if a market operator decides to 

purchase the business venture on the nominated value, then its proprietor is obligated to 

sell it and thus the system becomes an immaculate economically motivated society.  

Theoretical basics 

Liska Tibor held the opinion that for every economic problem can be solved by economic 

means and it is duty of economist to seek out such solutions and create simple, 

motivating rules along with them. (Liska, 2000) 

Liska was severely critical of redistribution and its accompanying tax institutions. He 

claimed that people are most careful in their risk assessments if they are able to spend 

all of their money on themselves. If they are forced to spend their own money on 

someone else, or someone else’s money on themselves, or someone else this 

carefulness diminishes dramatically. (What’s more, the case of spending other people’s 

money on ourselves is a thinly veiled criticism of the corruption of the state.) Therefore, 

if everyone can only spend their own money on themselves the result is an efficient 

mechanism. 

In his writings, Liska describes the taxation system as open robbery and repeatedly 

stresses that in an ideal economic system everyone should only pay for what they are 

using, and therefore taxes are unnecessary.  

Liska calls for an open competition for the means of production. This statement, 

however, has to be interpreted in light of the contemporary socialist environment. 

According to him, in the case of production facilities state and private ownership both 

hinder the efficient mechanisms of economy and therefore the bidding system should be 

extended to cover this market as well. 

The Liska model in practice 

For every newborn a mandatory, so-called social inheritance account is opened which is 

designed to cover the medical, educational and other costs of the infant until their 

coming of age. However, a portion of this account may be used freely, which is the risk 

quota of the account. (Liska, 1988) 
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The risk quota is inheritable, the rest, however, is put back into combined fund upon the 

death of the individual and all newborn’s social inheritance is financed from this source. 

Liska named two important rules in connection with this system. First, the amount of this 

inheritance has to be set so that at the end of the persons expected career it is able to 

finance at least one more generation. Second, it may be advisable to set this inheritance 

proportionately to interest rates so that it is better adjusted to the economic system. 

What is the purpose of the risk quota of the social inheritance? According to the analysis 

carried out by Project Syndicate, Europe consists of only 7% of the population of the 

world, but accounts for 50% of all its expenditures3. The aforementioned two social 

institutions, however, would be able finance the social and pension systems without any 

significant administrative costs. 

Another pillar of the Liska model is the bidding-based entrepreneurship model, in which 

entrepreneurs can bid for production facilities that are listed at the local governments. 

The value of their enterprise may be freely set, but it is this value after which 1% of 

utility fee has to be paid into their OWN social inheritance account. Furthermore, if 

another market operator bids more for the use of the given asset, then they are 

obligated hand it over. (Liska, 1988) 

Consequently, entrepreneurs are motivated to set a price that does not overcharge them 

with tax and still don’t come out badly, if they are overbid. Thus demonopolization of 

production facilities is feasible. 

Relevance of the model 

Liska’s view on society turns up after every major economic shock in Hungary. However, 

today the problem is more complex than it was before the fall of communism because 

the so-called liberal economies of the world all maintain extensive state sectors and 

redistribution or they are well on their of having one. This is the exact opposite of the 

criticized free market-based substantive liberalism. 

The debate between socialism and capitalism may be translated into opposition of strong 

state-managed redistribution and free market principles. 

Liska’s advice about placing the economy on even more free principles should be 

heeded. It is my opinion that a social inheritance account system can only be introduced 

step by step, otherwise it would prove too great of a burden for the state budget and 

might lead to indebtedness. The most efficient method of introduction would be to 

implement the system for 30.000 newborns and the same number of deceased citizens 

per year. In parallel to this – or maybe with temporary induction of a system of 

Friedman vouchers – the school system should be outsourced from the state and 

converted into a self-financing system based on free market competition. Parents would 

then be able to finance their offspring’s tuition from their social inheritance account. In a 

timespan of several years this would shed light on what kind of education is in demand 

and how much they are worth. The method of introduction may also be used in the case 

of the health care system. 

                                                           
3 Source: http://www.project-syndicate.org/commentary/jean-pisani-ferry-says-that-many-european-
governments-can-cut-spending-without-fueling-inequality , retrieved: 2014-05-26 

file:///C:/Users/Barczikay%20Tamás/Downloads/:%20http:/www.project-syndicate.org/commentary/jean-pisani-ferry-says-that-many-european-governments-
file:///C:/Users/Barczikay%20Tamás/Downloads/:%20http:/www.project-syndicate.org/commentary/jean-pisani-ferry-says-that-many-european-governments-
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The bidding system may also be implemented to enhance the efficiency of state, and 

local government-owned production facilities. In the case of MÁV (Hungarian Railway 

Corporation) the company operates on the free markets, but in the background 

bureaucratic coordination is prevalent and therefore their services are subpar.  

Let us hypothesize that we create an internet interface on which every state factor of 

production is up for bidding. MÁV estimates its own value based on its own infrastructure 

evaluation and calculates their utility fee that is pays the state from this source. This 

statement is available to anyone in the world and may be outbid by anyone, whose 

market research supports this decision. The algorithm of the bidding would thus allocate 

the infrastructure to whoever would be able to use it with utmost efficiency. Also, the 

selling duress combined with contestable market theory would keep prices on or near 

competitive levels. Furthermore, because there are perfect substitutes on the mass 

transportation markets, such as bus companies, monopolies would not be created. 

The same mechanism could also improve public education, health, garbage disposal, 

park management and every other public function that otherwise could not be 

commercialized.  

Summary 

In my paper I have described the operations of the free market and socialist economies. 

Both the analysis and history have made it clear that socialist system is unsustainable 

mainly due to the volume of information present in a single economy.  

Leaving this frame, I have described the Liska model, that was designed in the 60’s and 

which can also be a viable alternative to the current problems of economic management. 

Experience proves that the model is able create an economic environment that is 

desirable even from the perspectives of free market economies and the Austrian school.  

It is my opinion that even if the Liska model is not implantable under current 

circumstances it can still greatly reduce local government property and state wastage, 

while it would also introduce the market mechanics of efficiency into the management of 

assets owned by the local government. 
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To Hoard, or Not To Hoard? 

David van der Linden 

The following article aims to show the two roles of monetary metals in the hands 

of the consumer. It is found that both the hoarding and the spending of such 

commodities have merit. 

Recently, I visited my favourite guitar dealer, a small, local retailer with expert 

knowledge of the instruments on sale. Generally, I frequent this particular 

dealer for small purchases, strings and the likes. On this occasion, I realised my 

wallet contained a silver coin. Out of curiosity, I decided to find out if my dealer 

would accept it as payment. His response was that he would gladly exchange 

some of his wares for silver coin, but why would one not consider keeping the 

coin? It will certainly be worth something in the future! 

This reply is one of many such remarks made about silver coins and their value. 

The question of whether to hoard or to spend monetary metals is an interesting 

one indeed. A first premise of this question is: what constitutes a hoardable 

commodity? Generally, marketable commodities are considered hoardable. My 

guitar dealer understands this, as since his young daughter is promised a 

number of high-end electric guitars. Should an alternative subject to guitars 

pique her interest, she is free to put the instruments on sale. These marketable 

instruments are currently hoarded, but only in the expectation that they will 

yield capital gains [1]. 

Silver can be named the most hoardable commodity; the opportunity cost of 

hoarding the commodity is less than that of any other marketable commodity. No 

potential capital gains are required to induce its hoarding [1]. Another premise of 

our question is: why would one hoard monetary metals? In the case that the 

banknote is not legal tender, but monetary metals circulate freely, a saver 

dissatisfied with the low rate of interest withdraws gold or silver coin from their 

bank, and hoards it until the rate of interest is sufficiently high. The saver, or 

marginal bondholder, has influence over the (bid) rate of interest, determined by 

their time preference. 

In the absence of a link between monetary metals and interest rates, however, 

does not mean the absence of the hoarding of such commodities. With current 

legal tender laws, savers still have a reason to hoard. Monetary metals can be 

considered a type of insurance against the on-going depreciation of fiat 

currencies. This results from the constant marginal utility of monetary metals, 

so that satiation for these is said to be infinitely far away. Whatever happens to 

fiat currencies, monetary metals will always retain their constant value and 

their marketability. 
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The guitar dealer’s response to my offer of a silver coin was that it will be worth 

something in the future. One should not interpret this as the expectation of a 

capital gain, as with marketable, non-monetary commodities, but as the 

realisation of monetary metals’ constant marginal utility, and the implicit 

realisation of the ongoing depreciation of fiat currencies. 

Recall that the question is whether to hoard or to spend monetary metals. The 

guitar dealer was more than happy to accept silver coin in exchange for his 

wares. As little as the individual wishes to be exposed to the depreciation of fiat 

currencies, so little also does the retailer. Should an individual wish to be able to 

purchase goods from these retailers, they must, sooner rather than later, provide 

monetary metals in exchange for the desired goods. 

One expands using the example of the guitar dealer. The point at which fiat 

currencies cannot purchase gold is expected. This absence of exchange against 

fiat currencies is expected to spread to other monetary metals such as silver, and 

other marketable commodities such as timber. One will not be able to purchase 

timber with fiat, but with gold and silver. Eventually, as the timber is fabricated 

into a specific good, the guitars in question, its marketability may be less, but 

the guitar dealer ultimately will require monetary metals to purchase his wares. 

The consumer would be prudent to offer his silver coin to the guitar dealer, if 

said consumer wishes to frequent this dealer in the future.  

To exchange fiat currencies for the dealer’s wares is an insult. This will be 

realised when the array of marketable goods that fiat can purchase is found to be 

contracting. There is then a case for the hoarding and for the spending of 

monetary metals. Either way, one attempts to insure oneself against the 

depreciation of fiat currencies, and their diminishing marketability. 

References: 

[1]: “Causes and Consequences of Kondratiev’s Long-Wave Cycle”, Professor A.E. 

Fekete (2005) 

 

♦♦♦♦♦♦♦ 
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Evil; Uncorrected Error 

Rudy Fritsch 

The signs are perfectly clear if we but allow ourselves to notice; humanity is rushing 

headlong to Hell in a handcart. The economy is collapsing, health care is falling apart, 

education is a shambles, food supplies are contaminated and corrupted, any degree of 

civilization we have achieved is being destroyed... Freedom to live happy, unfettered lives is 

being replaced by blatant, world-wide tyranny and endless warfare. 

The fact of decay is not in doubt; controversy arises in naming reasons and causes. Why, 

exactly, is all this happening? Why are we not progressing, advancing, reaching ever higher 

levels of wealth, peace, cooperation, happiness...? Why are we regressing towards poverty, 

war, terror... is this the pre-ordained doom of mankind, and if so pre-ordained by whom? 

Are we truly the victims of ‘original sin’... sin that can only be ‘washed away’ by a redeemer, 

a supernatural, unhuman messiah? By a paternal, extra-terrestrial God? 

Do we really believe the stories we are told... that humanity and human beings are 

inherently evil, or at least have an irresistible evil streak in them... an evil streak that can 

only be suppressed by authority, by external power... must we be held at gun point else we 

all turn to evil, and devour each other...? As Comrade Mao put it, ‘Power flows from the 

barrel of a gun’. 

Or is this all a big lie? Are we in reality decent beings at heart, with an inborn ability to get 

along, to live and let live, to cooperate as well as compete in all fun and fairness? Beings 

with the ability to build civilization, to create wonderful art, to design engineering marvels, 

to support nature and indigenous peoples instead of dominating and destroying them? 

Interesting, isn’t it. History shows both these aspects...  so I suggest that we need to take a 

very close look at all this. If Human beings are inherently evil, then the deal is done... it’s all 

over. On the other hand, what about ‘we are created in his image’... in the image of the 

almighty God, the “omnipotent, omniscient, omnibenevolent”... Is the evil in us truly an 

image of evil in God? Or is this just (false) myth? 

Can we shift the bedrock of our belief system from domination as promulgated by 

Abrahamic religions to respect as promulgated and lived by indigenous, Pagan cultures 

worldwide and through thousands of years of pre-history? From domination... and 

subsequent destruction... of other cultures, of nature, of the very planet that supports our 

lives, to respect for Mother Earth, to respect for animals and species other than ourselves, 

to respect for human cultures other than our own? 
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How can we tell myth from reality... if we live our lives according to a false myth, a myth 

that does not reflect reality or truth... what then? In fact, do we need any myth at all; can’t 

we simply live by ‘humanitarianism’ alone? Or is Humanitarianism itself just another 

utopian, false myth? 

Comparing Humanity to other species on Earth, one thing is obvious; we have talents that 

differentiate us... we have the ability learn, to act in ways beyond the instinctive responses 

of other creatures... and this very ability, this flexibility, this unique imagination is what 

leads us into error. 

Indeed, we can make a good case that trial and error is the fundamental method of 

learning... but trouble starts if we continue on with uncorrected errors. Jack the Ripper and 

Ted Bundy were errors. They committed evil acts... whether due to genetic flaw, or trauma, 

or whatever else caused their deviance... their anti-human, anti-life behaviour... but the 

errors were corrected before true all-encompassing evil emerged. Less than fully human 

creatures that exhibit this error are executed or incarcerated. The error, the insanity is 

corrected by other, sane human beings. 

But what happens if an error is not corrected? What happens when the error continues, 

unchecked? Why, we get Joe Stalin, Adolph Hitler, Mao, and all the other errors of 

humanity... psychopaths... who have managed to get into positions of great power. Now we 

are talking evil incarnate. 

Stalin is supposed to have said ‘the death of a human being is a tragedy. The death of a 

million human beings is a statistic’. Talk about evil. Or closer to home, how about Madeleine 

Albright and American forces murdering, dismembering, blowing to shreds thousands of 

human beings, innocent women and children... and her inhuman reply, ‘that is a price we 

are willing to pay’? 

So, what does all this have to do with Gold, you may ask? In the past whenever the grave 

error of abandoning Gold was committed, other sane countries solidly ‘on Gold’ helped the 

ones who went ‘off Gold’... off into paper insanity... helped them to recover. The error was 

corrected before all-ensuing evil. Not so today. All countries are now ‘off Gold and ‘on 

paper’; uncorrected error is leading to ever greater evil. 

Another way to look at Gold is as the ‘canary in the mine’; if the canary dies, miners run for 

their lives as poison gas is invading the shaft, and soon humans will start to die. 

The role of Gold as an economic ‘canary in the mine’ is well recognized, at least by people 

familiar with Gold and its history. The fact that Gold is going into hiding is well known. The 

fact that Gold has been pushed out of the world monetary system is well known. 

The fact that Gold is the only monetary asset that is no one else’s liability is well known. The 

fact that Gold holds its purchasing power for centuries is well known. All in all, TGSI has 
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been presenting these monetary, materialist facts about Gold for years... but there is more 

to this, much more. 

One of the first responses I get regarding Gold money is ‘why Gold... you can’t eat it’, as if 

money was meant to be eaten. Another version of this response; why not something 

‘useful’ like crude oil, or grains, or a ‘basket’ of commodities to ‘back’ paper currency? 

Of course, we have answered this question in a technical manner over and over; seemingly 

with little impression on most people... people don’t seem to get it. Something is missing. In 

fact, all the questions and discussions are about the utility of Gold, the scarcity vs cost of 

mining, the performance of Gold money vs. paper money and other ‘investments’... all 

materialist questions. 

The reality is that Gold has been valued, treasured, indeed worshipped for tens of 

thousands of years before it was ever coined into money, by Greek artisans, some two 

thousand years ago. The truth is avoided at all cost; the truth that Gold is and was valued 

simply because it is beautiful! 

The shine, the colour, the heft, the formability, the eternal glitter... all non-utilitarian values, 

all vitally connected to the most human part of us; the part that has been denied and 

suppressed for two thousand years... the spiritual reality of Anthropos, of the Human being. 

Gold reminds us of, points directly to this missing connection; to what makes us Human. Our 

appreciation of beauty, our honesty, our trust in other Humans... all the factors that are 

denied and suppressed under the patriarchal tyranny we have created under the guise of a 

paternal male God. 

Gold is pointing ever so clearly to this bigger ‘mine’ problem; as the canary dies, so will the 

Human race... Gold is pointing to our salvation. Our salvation lies not in the hands of the 

extraterrestrial paternal God... but in our own hands. 

Now all this may seem a bit over the top, but I suggest that the re-awakening of Humanity, 

the change of beliefs, the recapture of our true humanity is well under way. The materialist 

paradigm has clearly come up way short in its explanations and projections of humanity’s 

future. 

We are not here by chance... current research in molecular biology shows without doubt 

that life on Earth could not, did not arise by chance... any more than a herd of random 

monkeys pecking at typewriter keyboards could write Shakespeare’s plays. The possibility of 

just one protein... of which there are thousands in every mammalian cell... arising by shear 

chance has been shows to be impossible. 

The neo-Darwinian explanation of evolution has also failed; it cannot explain speciation, any 

more than random chemical processes in a primordial ‘soup’ can explain the origin of life. 

The structure of DNA, now that the human genome has been decoded, shows undeniable 
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evidence of intelligence; the genome could not have arisen by chance. SETI, the search for 

intelligent life in space has been searching in the wrong place; evidence for intelligence is 

clearly found in the human genome. 

If you doubt this, if you still believe in the disproven ‘random mutation’ paradigm, I suggest 

you do a bit of research... and you soon will find that current scientific research in Quantum 

physics and molecular biology supports the understanding that the universe does have 

conscious intent... that human life, indeed all life is not random, is not driven by ‘survival of 

the fittest’ but has aim and direction. We need to absorb this newly emerging reality, and go 

with it. If we continue living our uncorrected error, we will end up in a truly dystopian 

future... or with no future. 

So, if life itself arose not by directionless, blind chance... but by intent; if the human genome 

arose not by directionless, blind chance... but by intent; if the Universe itself is imbued with 

conscious intent, is it an impossible reach to presume that Gold exists not by directionless, 

blind chance... but by intent? That Gold is/was meant to be money? Let’s correct our beliefs 

before the evil of uncorrected error destroys us. 

 

  

 

 

 

♦♦♦♦♦♦♦ 
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RESURRECTION OF GOLD COIN CIRCULATION IN THE LIGHT OF 

MARKETABILITY 

Sandeep Jaitly 

The ‘unit of state’ (dollar, euro, pound, rupee,…) is the unit of account of a national body or 

collection of national bodies. The good behind the unit of state could be changed by the 

authorities as required. The example given with the as – the unit of state during the early Roman 

Republic – is a sufficient example.  

Why did such a procedure need to be carried out? The citizens of any particular state, in their 

innocence or under fiat (command) would naturally quote exchange of their goods against the 

unit of state. The state itself would pay the military and civil service in the unit of state. Taxes 

would be levied and accounted for in terms of the unit of state. The state would borrow with the 

denomination of the borrowing in the unit of state. The most relevant aspects behind the need 

to change the unit of state are the state’s payment of the military and civil service as well as the 

repayment of borrowing denominated in the unit of state. 

The unit of state of the various nations was a fashioned bullion coin of some sort for most of 

recorded history. Of course, the actual dimensions (mass, fineness) of this bullion coin could be 

changed at a whim. If the emperor or king needed more soldiers for an expedition than the 

current rate of pay could support, the easiest way to (supposedly) bypass this problem is to make 

the unit of state a smaller bullion coin. The ways by which the bullion coin was made smaller over 

the centuries are interesting in their own right; with the denarius, the Roman authorities 

preferred to keep the mass of the coin the same but change its purity. With the English silver 

penny, the monarch preferred to keep the purity of the coin the same but change the mass. 

With such action, the curious idea of a bullion ‘price’ was born. If, by state decree, a pound of 

silver went from giving 240 ‘pennies’ to 480 ‘pennies’ then the ‘price’ of a pound of silver had 

gone up from 240 ‘pennies’ to 480 ‘pennies.’ This incorrect idea of ‘price’ has been engrained in 

the human psyche up to the very present.  

Definition: from a marketability perspective, the ‘Mengerian price’ of a good offered means the 

quantum of the most marketable good required for exchange of this good.  

From a state-orientated perspective, ‘price’ means the quantum of the unit of state required for 

exchange of this good.  Naturally, this assumes the goods may be on offer against the unit of 

state. To the reasonable observer, the idea of the ‘unit of state’ outside of the ‘most marketable 

good’ has no meaning. Furthermore, to change the good behind the unit of state is no more than 

an act of deception and fraud.  

This deception was so marginal over the course of a year that it could only be appreciated over 

the course of many years, even decades. Even then, most didn’t consider it a problem beyond 

mere nomenclature. When the various governments began to borrow on their own account in 

their various ‘units of state’ the idea of a constant [state-oriented perspective] gold ‘price’ was 

consistently challenged. For example, the United States Federal Govt. could borrow in their unit 

of state (dollar) up to any theoretical limit. However, the relationship of this unit of state ‘dollar’ 
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to an immutable gold coin would naturally be inconsistent; the gold coin’s ‘price’ had a tendency 

to change. 

How would the natural assembly of exchange coordinate itself without this hindrance from state 

dictat? It would centre around marketability and in particular the most marketable good. All other 

goods, by definition, are less marketable than the most marketable good. The wish to exchange 

goods outside of the most marketable good is facilitated, indeed made possible, with the most 

marketable good.  

For example, an apple farmer wishing to exchange their surplus apples for oranges wouldn’t 

search for an orange farmer wishing to do the opposite; they’d offer their surplus apples in 

exchange for the most marketable good knowing that if oranges were to be found, they’d be 

offered against precisely the same good. The exchange quanta of the most marketable good 

that’s required for an apple on offer is defined as the offered price of an apple. The exchange 

quanta of the most marketable good that’s required for an orange on offer is defined as the 

offered price of an orange.  

The production chain of a retail good 

It’s taken for granted that retail goods are available as and when we might need them. Bakers, 

butchers, grocers and fishmongers weren’t coerced into these occupations. This begs the 

question of how they arose; their produce is highly desired by the community and as a 

consequence, one can support one’s self by providing such produce to the community. 

Whatever the retail good, it is preceded by a less marketable good. This less marketable goods is 

itself preceded by a less marketable good and so on. The further removed a good in the chain is 

from the ultimate retail good, the higher its order. Some retail goods have a much longer 

production chain than others. Fresh fish on ice at the fishmongers has a less cumbersome chain 

than the bread on the shelf of the baker. The chain of production for a television set or washing 

machine is even more complicated.  

Let’s expand on the example of bread. Outside of coercion, the cause for the production chain 

of bread to arise in parallel to the community’s paying need for bread is the earnings that each 

agent in the bread’s production chain can garner. The first good in the production of bread is the 

farmer’s unprocessed wheat; this in turn is processed by the thresher to separate the chaff; 

following this the miller grinds the wheat into flour; the baker turns the flour into dough and 

finally the dough is needed and bread baked. In general terms, an agent working with a higher 

order good transforms this to a lower order good by their value added. All of this action 

presupposes that a way for all to measure objectively or compare value has been found; 

otherwise the spontaneous birth of this, or any, production chain wouldn’t occur (†). 

The collapse of the production chain: inflation and deflation 

With the Mengerian definition of price in mind, we can turn to the current situation with fiat 

‘money’ and the likely outcome of fiat ideology. At all stages of the production of any good, a 

quanta of the unit of state is used as the method of comparing supposed value as opposed to a 

quanta of another good that would have been chosen. The good that would have been chosen is 
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the most marketable good. Comparing the ‘value’ of any good against a quanta of the unit of state 

means nothing – and certainly not true price – unless a comparison between the quanta of the 

unit of state and the most marketable good exists. This comparison is guaranteed to be 

unavailable under the fiat hegemon.  

Definition: inflation is defined as a rising Mengerian price environment and deflation a falling 

Mengerian price environment.  

Since Mengerian price refers to the most marketable good, looking at falling/rising quanta of the 

unit of state needed in exchange for any good means nothing; this is what most would classically 

understand as deflation/inflation but isn’t the case, as no reference is made to the most 

marketable good. 

Each agent at every point in the production chain of a good is making an unconscious decision; 

whether to continue this particular endeavour or to do something else. With the ideology of fiat, 

a particular bias is imparted to action. The guaranty of the re-monetization of state issued bonds 

denominated and maturing into a quantum of the unit of state would eventually cause some 

agents to liquidate their business and exchange the proceeds for fiat bonds. The liquidation of 

otherwise useful business causes goods to disappear; this wouldn’t have been the case were it not 

for the fiat. This can be seen to be inflationary – as the volume of goods available decreases – 

and deflationary at the point that any good ceases to be and no longer has an exchange either 

against fiat or gold.  

The method of resurrection 

For those involved in the production of any good, a consideration must now be made: to offer 

one’s goods/services for a quantum of gold coin or a quantum of fiat, or to risk being 

impoverished for lack of need of one’s action. Under the process of fiat monetization, with the 

insistence on fiat being money and a quantum of fiat representing the price of a good in 

exchange, the goods that humanity depends on for survival will disappear; as the ideology of fiat 

takes hold. This process cannot be distilled to inflation or deflation; ‘collapse’ is best.  

Those that understand the difference between gold and gold’s fiat exchange – or Mengerian 

price generally – number a few on the whole planet. But this is likely to grow substantially as 

time progresses. Those in this set will start making considerations about how they offer the 

goods/services of their labour. Ignoring fiat, currently, isn’t an option, but to offer goods 

concurrently against a quantum of fiat as usual and against a quantum of gold coin. 

An incentive must be given for the good/service offered to clear in the gold coin as opposed to 

fiat. This is achieved via a discount: if a good/service is offered for $200, say, it can be offered for 

a 10% discount ($180 equivalent) in gold coin. In this way, the consumer is given an incentive to 

hold gold coin over fiat. This process will establish the Mengerian price of goods once again – 

i.e. exchange of goods against a quanta of the most marketable good. Furthermore, the invoices 

of those that offer their goods/services against gold coin and fiat will be settled in either gold 

coin or fiat. ‘Hybrid’ gold bills of exchange; that mature into either fiat or gold coin can easily be 

drawn on the back of such invoices (‡).  
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Unless a mechanism is established to exchange and extinguish state issued fiat bonds – that form 

the basis of the fiat currency, pension fund assets and the like – for gold bills/bonds/equity, any 

action attempting to get gold or silver coins into circulation permanently will be in vain. State 

issued fiat bonds will ultimately have no exchange value against any marketable good. Their 

extinguishment, which is guaranteed, must be compensated as much as possible. The taxing 

authority of the state (its fiat) is insufficient to act as a basis for state gold bonds.  

The asset side of each state’s ledger will have to be examined closely, in the context of themes 

mentioned in the previous paragraphs, for their fiat’s extinguishment.  

(†) Resurrection of monetary-metal coin and monetary-metal coin bill of exchange circulation, Sandeep Jaitly. 
http://feketeresearch.com/upload/Resurrection-of-Coin-and-Coin-Bill-of-Exchange-
Circulation-Sandeep-Jaitly.pdf. 
 
(‡)The Extinction of the Gold Price, Sandeep Jaitly. http://feketeresearch.com/upload/The-

Extinction-of-The-Gold-Price-Sandeep-Jaitly.pdf. 
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Is Humanity Waking? 

Rudy Fritsch 

My last article, ‘Evil; Uncorrected Error’ reflects a ‘course correction’ in my writing. Instead 

of hammering at the materialist, logical, technical ‘left brain’ approach to Gold, I took a 

different tack. This new tack reflects the unfolding of my own life; the on-going resuscitation 

of my ‘right brain’... and the on-going realization that hard core scientism, reductive 

materialism, and religious dogma has failed and failed dismally. 

Could it be that my ‘new tack’ in writing is resonating with people? Is it possible that others 

see the horrific problems Humanity is facing, and are looking for solutions? I sure hope so. 

The positive response gives me real motivation to continue in this new direction, not 

focusing totally on Gold and its immediate effects, but using Gold as an exemplar of what is 

wrong with the Human condition. 

Focusing on what it will take to recover from the egregious error...  from the evil... of 

abandoning Gold money. Focusing on what it will take to recover from the corruption of the 

human condition on this planet. Focusing on what it will take to recover from evil. 

The well embedded ‘powers that be’ are no more willing to give up their iron grip on society 

and allow freedom to flourish than they are willing to give up their death grip on the 

monopoly of printing Fiat ‘money’ and  allow Gold money to flourish. 

This leaves the perennial question of what can we do to change all this... what can one 

human being do against the apparently irresistible power, both military and otherwise of 

the current global tyranny? Apparently not very much, but only apparently; power is 

ephemeral. The tighter the tyrants squeeze, the more resistance they generate; the more 

things slip through their hands. 

Remember the ‘Evil Empire’... the USSR... considered the second most powerful nation on 

Earth, and militarily Numero Uno? What happened to this awesome, apparently irresistible 

power? It seems to have simply evaporated, collapsed like a house of cards... and indeed 

that is what happened. That is what happens to all empires; they collapse. 

The current empire is in the process of collapse. The question is not whether the ‘Greatest 

Nation on Earth’... the current empire... will collapse, but only a question of when, and how. 

Will it fold quietly like the USSR, or will it go through civil war? Will there be a second 

American Revolution? 

No one can predict this, perhaps all for the better. If knowledge of the future was possible, 

then the psychopaths running Washington could perhaps take some action to preserve their 

power... but this is not how human history plays out, is it? 
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No, the future is created as we live our lives, moment by moment. The biggest hint on how 

to deal with the future lies in the past; if we don’t learn the lessons of history, we will have 

to repeat and repeat until we do learn. And what is the big lesson? That giving away our 

Humanity, our power, always and everywhere leads to enslavement. 

In ‘Evil; Uncorrected Error’ I used the analogy of the canary in the mine; that the death of 

the Golden Canary forewarns of economic death. This analogy, while clearly true, only hints 

at the seriousness of the situation, and at the real importance of Gold. 

In any economy more sophisticated than direct barter, money is a vital necessity. Without 

money, without a proper medium of exchange, trade collapses and people start to go 

hungry. Now hunger is the one condition guaranteed to start bloodshed. Most people are 

docile, flexible, will put up with almost any abuse... but once visceral huger kicks in, any 

vestige of civility goes by the wayside and the game is up. 

Is this why we have Homeland Security buying billions of rifle bullets? Is this why we have 

Swat teams, armoured personnel carriers, drones... in small town USA? Is this the real 

answer to the militarization of US police and ‘security’ forces? You figure it out. 

All the abuses of the current tyranny are funded by Fiat; the military, the Swat teams, the 

dole, the bureaucracies, the unending surveillance, the destruction of freedom, the 

destruction of human initiative, the dumbing down of education... the endless wars and 

terror... all of it depends on Fiat. 

The tyrants pay their way by printing ‘money’, and by egregious taxation. But printing 

dominates, in spite of abusive, destructive taxation. When Gold returns, there can be no 

more printing, and the taxation level must also fall. The only way the current level of 

taxation can survive is by the dole. 

Taxation destroys the economy, drives people to the poor house... and the dole is used to 

support them... at a sustenance level. A level that keeps them from going hungry... But the 

dole depends on printed Fiat. Under Gold, there is no way for the tyrants to afford the Dole; 

and tax revolt is at hand. Imagine trying to tax people who are going hungry! 

The best known lesson in history of an empire collapsing is that of Rome. Rome, like the US, 

started as a republic, then transmogrified into empire. When the Roman Empire collapsed, 

humanity fell into the Dark Ages. Will the collapse of the US Empire lead us into a new Dark 

Age? 

The Roman lesson is crystal clear; but have we learned it? Surely the psychopaths running 

Washington have not... but then psychopaths do not care. They have no empathy, no 

connection to history or to reality... or to humanity. They are far too busy creating their 

psychotic version of ‘reality’ to even notice what is actually happening in the real world. 
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The fall of the Roman Empire is a lesson we must take to heart. Towards the end, the single 

bit of wisdom passed on by a dying ‘Caesar’ to his successor was ‘make sure you pay the 

soldiers, and forget all the rest’. 

What happens when Fiat becomes worthless... and there is no way to pay the soldiers? The 

house of cards collapses, no matter how may billion rifle bullets there may be in the 

armoury. When that collapse arrives, we had all better be ready... for human awakening or 

for a new Dark Age. 

 

 

 

 

 

♦♦♦♦♦♦♦ 
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COMPLEXITY AND THE COORDINATION PROBLEM 
 

Peter van Coppenolle 

 

Prof. Carl Menger dedicated an entire book to what he considered the 

appropriate methodology for the thinker in the human and social sciences, of 

which the field of theoretical economics is a subsection. 

 

If the methodology has been handed to us, why expand on it? Times have not 

changed since Menger exposed the fallacies of positivist theories.  The scorn 

heaped on subjectivism from positivist corners has increased, even after 

positivism was found wanting. And not only in the subsection of theoretical 

economics. 

 

This contribution is intended for the scholar in the hope it will shed more light or 

provide a deeper understanding on the justification for a subjectivist 

methodology in theoretical economics. As a philosophy of science, subjectivism 

draws on a seasoned and proven track record, something Menger thoroughly 

realized. 

 
Whατ Δο ωΣ (κ)ποω ? 

 

Evaluating the scientific tools on their appropriateness is not a task for the tools 

themselves. Obviously, that decision is a task for the philosophy of science to 

make. The quality of this philosophy will determine the quality of decision 

making about science and the quality of thinking within science. 

 

One significant result of the Enlightenment has been a marked narrowing of the 

field of reason to the sense realm. For pre-moderns, reason included in its field 

the moral and spiritual dimension of human life. For the majority of Western 

intellectuals since the Enlightenment reason is restricted to the empirical or 

quantifiable aspects of human existence. 

 

Since time immemorial, it has been characteristic for human beings to recognize 

their consciousness as a property of being. It is no surprise then that Aristotle 

expresses this desire to know as a fundamental drive of human beings to 

determine their place in the world and even in the cosmos. Humans pursue this 

need by discerning order in the universe and in their own world. The hunger for 

knowledge is fundamental.  

 

The quest for certainty of knowledge results in two extreme epistemological 

positions: the quagmire of skepticism (Hume) or the moral holiday of absolutism 

(Hegel). Each position reduces the Socratic paradox of knowing that one does not 

know, to an epistemological fallacy. 

 

Ancient thinkers like Aristotle and Socrates rejected both skepticism and 

absolutism. They were lovers of wisdom (φιλοσοφοι). Knowledge (επιστιημη) even 

when lacking a foundation in apodictic certainty, was superior to mere opinion 

https://en.wikipedia.org/wiki/Age_of_Enlightenment
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(δοχα). To them, noetic knowledge is enabled by consciousness without 

restrictions. 

 

The contemplative Aristotelian discernment of order was replaced during the 

Age of Enlightenment by radical rationalizations that dichotomized faith and 

reason, theology and metaphysics, religion and philosophy as the valid path to 

epistemic knowledge.  

 

Rationalism did not stop there, for the spirit of human commonality and dignity 

as a basis for ethics, law, and politics was replaced with an agglomeration of 

posited if not arbitrary human order. This posited order is in sharp contrast to 

the discerned order of the ancients. 

 

Comté, Durkheim and Spencer together representing early Anglo-French 

positivism, influenced by Saint-Simon who professed the secularization of the 

world was in its final stage, did not just change the nature of scientific research 

in human science, they reversed direction. Characteristic for rationalism in 

human sciences is the underlying idea of "liberation" of the human from the 

imprisonment of his conditions within the professed natural order.  

Overthrowing existing institutions such as culture, art, science, trade, property, 

money and religion will ensure the fulfillment of the promise of an infinitely 

better future, posited order. 

 

Scarcity, to name just one of the natural conditions of the human world had 

become an unmentionable and contemptuous idea. Technology, at any rate 

science, will liberate the human condition from all restrictions that humanity 

endures as a result of people being human instead of divine. 

 

Plato, Aristotle and Socrates were banned from scientific life by violently 

dichotomizing physical from noetic sciences, effectively reducing the 

respectability of gained knowledge to the knowledge obtained by empirical 

methods only.  The empirical method has become the only scientific method to 

obtain valid meaningful knowledge.  

 

The scientific method as we now know it is a circular dependence of methodology 

and empiricism. Logical positivism, espoused by Russel and Wittgenstein had 

risen to prominence. The criteria to be satisfied under the scientific method to 

count as science, are stringent. The scientific method generally requires:  

 

1. Clearly defined terminology. 

2. Quantifiability. 

3. Highly controlled conditions. "A scientifically rigorous study 

maintains direct control over as many of the factors that influence 

the outcome as possible. The experiment is then performed with 

such precision that any other person in the world, using identical 

materials and methods, should achieve the same result." 

4. Reproducibility. "A rigorous science is able to reproduce the same 

result repeatedly. Multiple researchers on different continents, 
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cities, or even planets should find the same results if they precisely 

duplicated the experimental conditions." 

5. Predictability and Testability. "A rigorous science is able to make 

testable predictions." 

 

These characteristics set the bar for strict science high. Climate study cannot be 

science according to criteria three and four. Although most of physics and 

chemistry meets the standard, some branches will not. Evolutionary biology does 

not satisfy the third and fourth requirement either.  

 

Although positivism in all its aspects outside physics was discredited, it has not 

disappeared. It is alive and well in educational institutions, even outside the 

field of hard sciences. The absurdity of logical positivism at its limits is 

demonstrated by a Scientific American article, entitled: Why Life Does Not 

Really Exist.   

  

..."Why is defining life so frustratingly difficult? Why have scientists 

and philosophers failed for centuries to find a specific physical 
property or set of properties that clearly separates the living from the 

inanimate? Because such a property does not exist. Life is a concept 

that we invented. On the most fundamental level, all matter that 

exists is an arrangement of atoms and their constituent particles. 

These arrangements fall onto an immense spectrum of complexity, 

from a single hydrogen atom to something as intricate as a brain. In 

trying to define life, we have drawn a line at an arbitrary level of 
complexity and declared that everything above that border is alive 

and everything below it is not. In truth, this division does not exist 

outside the mind. There is no threshold at which a collection of atoms 

suddenly becomes alive, no categorical distinction between the living 

and inanimate, no Frankensteinian spark. We have failed to define 

life because there was never anything to define in the first place." 

 

The preposterousness of this conclusion renders it beneath refutation. 

Unfortunately, these quality impaired contributions are ubiquitous, bearing 

testimony to their general and uncritical acceptance, despite the resulting 

quality impairment of the attribute "Scientific". 

 

The underlying fallacy of this Scientific American contribution is called the 

eliminativist fallacy.  Faced with a problem one cannot solve -- in this case the 

problem of crafting an adequate definition of life -- the eliminativist denies the 

data responsible for the problem.  In this case, the author denies that life exists.  

 

Seemingly unbeknownst to the author, he denies the very datum that got him 

thinking about this topic in the first place, rendering his philosophical view 

inconsistent with his own mode of thinking, lest the author would like to declare 

himself nonexistent. 
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Returning to the scientific method, the question whether political, economic or 

human  science could be a science according to these criteria is an obvious 

negative. Yet it is equally hard to deny that these sciences do not provide us 

knowledge. The problem of applying scientific methodology to the study of 

human sciences lies not in the inability to adequately quantify the data. Rather, 

the problem is in the underlying assumptions. 

  

The assumption that the methods of physics are appropriate to study human 

beings, leads the researcher to pass over the most important issues. The damage 

in human sciences suffered from the tendency of modernist theoreticians to 

emulate the criteria of the natural sciences is not necessarily due to an 

accumulation of irrelevant materials, but to interpretation.  

 

The content of a source may be reported correctly and nevertheless create an 

entirely false picture because essential parts are omitted. Because the uncritical 

principles of interpretation do not allow recognizing those parts as essential. 

Hence, uncritical opinion (δοχα) cannot substitute for theory in science. 

 

The principles of uncritical interpretation widely held today (e.g. rational Wiki 

as just one example) can be highlighted by examining the underlying 

assumptions on which they rest. 

  

1. The first assumption is that the theoretician has to separate facts 

from values. Once the theoretician believes he has separated 

statements of fact from normative judgments, he tends to uncritically 

assume that he will be able to attain knowledge which possesses the 

same status as the kind of knowledge pursued by the natural 

sciences. 

2. The second assumption is that one can attain knowledge of something 

like a hard fact when they study human beings, so long as he makes 

use of scientific methodology.  

3. The third underlying assumption is the assumption that the method 

utilized in the natural sciences is inherently virtuous.  

4. Finally, still underlying, this further assumption leads one to 

conclude that the methodology of the hard sciences should be the 

basis for judging a proposed object of study as ‘theoretically relevant’. 

In other words, because the assumption is made that empirical 

methodologies are valid, the researcher will be inclined to favour 

studying those aspects of human existence which are amenable to 

this method. 

  

Holding this complex of assumptions should strike one as questionable. Rarely 

are these assumptions challenged. What should be considered questionable is the 

fact that the methodological issues end up determining whether a particular 

subject being studied is considered worthy of attention, if any. 

  

Constructionism or interpretive sociology, historically rooted in German 

Idealism, is based on Kant’s ideas who laid down its ontological and 
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epistemological foundations by postulating that human actors were directly 

involved in the process of human sciences. After the romanticism of Goethe and 

Schiller the concepts of Kant were nevertheless hidden behind the rise of Anglo-

French objectivism and positivism. 

 

As a proponent of constructionism, Weber originally articulated the fact-value 

distinction to distance himself from positivism in the humanities. His distinction 

is one of the reasons for the above related still widely held opinion that 

methodology should determine what is studied. It has harmed Western 

civilization morally, spiritually and intellectually. The acceptance of the fact-

value distinction results in practice to an artificial limitation of the scope of 

reason so that it ends up dealing merely with those aspects of reality which have 

no essential relation to humans endowed with reason.  

 

The terms ‘value judgment’ and ‘value free’ science were not part of the 

philosophical vocabulary before the second half of the nineteenth century. The 

notion of a value-judgment (Werturteil) is meaningless in itself. It can only gain 

any meaning by opposing it to a situation calling for judgments concerning facts 

(Tatsachenurteile). 

  

Under positivism only propositions of the objective type can be considered 

‘scientific’, while the propositions of the subjective type should be considered 

personal preferences and decisions, incapable of critical verification and 

therefore devoid of objective validity. 

  

A simple demonstration: to the positivist, the statements   

 that torturing children or widows for fun is morally wrong;  

 that 'ought' implies 'can';  

 that moral goodness is a higher value than physical strength;  

 that might does not make right;  

 that the punishment must fit the crime;  

 that a proposition and its negation cannot both be true;  

 that what is past was once present;  

 that if A remembers B's experience, then A = B. 

are neither true nor false, but cognitively meaningless.  Empirical investigation 

inspired by positivism as a handmaiden to philosophy, cannot answer normative 

questions.  

 

Internalizing the fact-value distinction increases the likelihood that the scientist 

will equate the scientific method with virtue. The equation of scientific 

methodology with virtue is capricious and self-sustaining. Judgments about 

whether the subject matter has any value to human beings are ‘subjective’ and 

consequently, not only will such judgments not be made, but questions as to the 

relevance of the subject matter will not be posed. 

 

Yet these are precisely the judgments and questions that have to be made by any 

researcher in the social sciences and humanities. Paradoxically, once this 

definition of objectivity is accepted as posited, the theoretician is henceforth 
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unable to question the assumptions he made and which led him to make 

methodological issues paramount or why he has chosen the particular subject 

matter that he has.  

 

Insofar as he internalizes the fact-value distinction and then makes methodology 

the determining factor in his approach to research, he will define objects which 

fall within the method as ‘objective’ and those which don’t as ‘subjective’ and 

hence not valid for consideration.  

 

The practical consequence is a separation of his own judgment about what 

matters from the very act of reasoning he is involved in. Once a possible object of 

study is viewed as a ‘fact’ and therefore as scientifically objective or independent 

of reason itself, the possible irrelevance of the assumed fact to man in his 

capacity as a human being becomes very difficult to question.  

 

Ironically the most important factor shielding this scientific epistemological 

approach from scrutiny is precisely the kind of judgment proscribed by the fact-

value distinction, namely the a priori identification of the method with virtue. A 

perfect scientistic trap. 

  

Subordinating the choice of subject matter to be studied to methodology 

spuriously limits topics considered for serious inquiry. Making methodology the 

criterion for theoretical relevance requires that the identification of methodology 

with virtue remain unconscious and merely implicit. If what determines 

theoretical relevance is not made explicit and if substantive theoretical concerns 

are then subordinated to issues of methodology, the purpose and meaning of 

science is perverted.  

 

If the adequacy of a method is not measured by its usefulness to the 
purpose of science and if a contrario, the use of a method is made the 

criterion of science, then the meaning of science as a truthful account of 

the structure of reality, as the theoretical orientation of man in his 

world, and as the great instrument for man’s understanding of his own 
position in the universe is lost. 

 

Carl Menger understood only too well that restricting epistemology to 

empiricism threatened not only the quality of human and economic science, but 

also the philosophy of science that underpins the validity of meaningful 

knowledge. 

 

Ignoring other than empirical valid knowledge is debilitating the theoretician 

and is highly inconsistent for his reasoning, for there are questions of general 

metaphysics or ontology.  Among them: questions about existence, identity, 

properties, relations, modality.   
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To illustrate, consider these two claims: 

 

A. Principle of the Rejection of Nonexistent Objects:  Necessarily, for any 

x, if x has properties, then x exists. 

B. Principle of the Rejection of Unpropertied Objects: Necessarily, for 

any x, if x exists, then x has properties. 

 

Both are true propositions of general metaphysics. They are items of knowledge 

about the structure of any possible world, and therefore items of knowledge 

about the structure of the actual world. But we do not know them by any 

empirical method: they do not belong in an empirical science. 

 

The principles are not truths of pure logic either. For their negations are not 

logical contradictions. They are irreducibly ontological truths. They belong to 

metaphysica generalis or ontology. 

 

Menger in his rejection of positivism and constructionism and by embracing the 

ancient time honoured wisdom was and still is only too right. 
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Chaos, Complexity and Entropy 

Getting Physical in Economics 

Peter van Coppenolle 

 

Chaos  

Chaos Theory is a few decades old. It belongs in the field of theoretical physics, where it 

stands for undeniable, theoretical yet mathematical facts. Most of the mathe- matical 

theoretical knowledge on chaos came from the same people who applied it to build the 

large particle accelerators. I do not pretend to possess the same mathematical 

knowledge. I just have to apply whatever little I understand of physics to fields where I 

think it applies. For a long time, I convinced myself that Chaos Theory did not apply to 

economics. However, the founding father of the New Austrian School of Economics, Prof. 

Fekete, makes the doctrine of Carl Menger one of his foundational cornerstones. The 

chaos discipline emerged long after Menger yet he is known for his anti-positivist stance 

in economics, for the simple and compelling reason that humans act teleologi- cally. 

Describing human action otherwise would be pointless. Professor Fekete has been 

applying his understanding of the concepts developed in chaos and complexity theory in 

such a way as to elevate the debate in theoretical economics many levels higher, a 

quantum leap in thinking, so to speak.  

Calculus has the power to solve many quantitative problems in applied science. Analysis 

with integrals and differential equations etc...are the preferred tools of applied 

scientists. The idea has pervaded into the unconscious mind so that the general idea 

that any problem could be analysed and solved, given enough time, effort and perhaps 

computing power, had become invincibly powerful, and - of course - in its limit, 

hubristic. That is because the initial assumptions were forgotten. Some practical 

problems in economics cannot be solved with a reductionist attitude, which we can 

witness in the patently false Quantity Theory of Money. The assumption that calculus 

always applies to economics is false, especially in monetary economics. This is where 

chaos as the anti- calculus revolution comes into play.  

Chaos is the recognition that calculus has its limits. Chaos theory is the collection of 

those mathematical truths where calculus does not apply. Chaos Theory solves a wide 

variety of scientific, including certain economic problems which do not respond very well 
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to calculus. Calculus does retain all its power, but it has limited application in solving 

certain economic problems.  

Complexity  

Chaos fits in with complex systems when using dimensions to study objects such as 

space and time, the two more important ones. Consider chaos in space first. An object 

considered chaotic in space may be labeled "fractal". There exist many definitions of the 

term fractal, yet the general consensus may be good for my purpose: a fractal is a 

geometric figure that does not become simpler when analysed on a smaller scale. Cantor 

sets, Sierpinsky triangle and Menger sponge are examples known to mathematicians for 

a long time and are considered elementary simple fractals. The Mandelbrot set on the 

other hand is more complex, for it does not produce self similar fractals on a different 

scale like a Cantor Set, but it carries an element of surprise.  

Nature is full of fractals such as mountains, shore lines, trees or ferns. A very obvi- ous 

example can be found under the category of vegetables, disliked by certain children, 

known under the name of 'broccoli'. Mandelbrot went out his way to demonstrate that 

man-made fractals, like the graph of a stock or an index, do not respond well to calcu- 

lus, despite efforts of Fama & French, convincing mainstream applied economists that 

the Capital Asset Pricing Model (CAPM) using a single variable β would be improved 

with a three factor β. They missed the point. Mandelbrot pointed out that the risk free 

return rate, used by financial specialists, is a false assumption, and that risk is not log-

normally distributed, but that risk follows a Cauchy distribution. To say it simpler: risk 

is much higher than assumed in the CAPM, Fama & French notwithstanding. 

Mandelbrot's thoughts were published in 1974 and successive events on stock exchanges 

have vindicated his stance on risk. Why the world's economists are still holding onto 

their flawed ideas and the CAPM may be explained by cognitive dissonance, a.k.a. the 

art of lying to oneself. They seem reluctant to let go of calculus and enter the world of 

chaos, complexity, fractals, man-made risk, etc...  

In this context, one is reminded of the distinction between natural risks, such as 

tornadoes and man made risks, like financial crashes as pointed out by Professor Fekete 

and apply this to Mandelbrot's conclusion of risk distribution: using gold and silver as 

natural and spontaneously born exchange media, systemic or monetary risk is indeed 

far different from using state imposed money in the form of irredeemable currencies.  
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Turning to the second dimension: time. Chaos in time seems to be better received and 

accepted, as it is commonly known under the category "dynamic systems". The plain 

vanilla economists work from a "general equilibrium model", instead of a disequilibrium 

model. To Neo-Austrians, the disequilibrium model has been convincingly argued, 

explained and elaborated by Prof. Fekete. Dynamical systems are capable of changing 

one or more variables and the set of outcomes is predictable, given the initial state or 

conditions. This sensitivity to initial conditions is better known as the "butterfly effect", 

named after E. Lorenz, a meteorologist who coined the term first. Two sets of initial 

conditions, though close in the beginning, will diverge exponentially in time. Hence, a 

"butterfly flapping its wings on a Caribbean Island, may cause a tropical storm a month 

later." Lorenz' ideas gave rise to a flawed anthropomorphic greenhouse gases debate, 

which painfully exposed manipulated data and bent logic, yet the discovery of initial 

conditions as a principle remained solid.  

Time sensitivity to initial conditions is the proverbial nail in the coffin of the 

reductionist calculus analysis. This is especially true in monetary economics burdened 

as it is by irredeemably currencies. Statist currencies, all floating or rather sinking 

against each other, have lost all meaningful measurability, as described by the "lattice" 

tale, graciously explained by Prof. Fekete to a critic named Larry West. In it, Prof. 

Fekete explained how we have lost our ability to calculate in monetary affairs and to 

perform economic calculations in "rubber land", due to a lack of a stable measure, 

compounding errors regarding the state of the system. It is a major discoordinating 

factor propagated as 'progress', reminiscent of the calculation debate about the old 

Soviet Union, started by the eminence grise of the Austrian School, Ludwig von Mises. 

Nevertheless, the proverbial bulge under the carpet, where inconveniences have been 

swept under, is visible to all. Most people, including Mr. West reduce this problem 

erroneously to the "inflationist" debate. All the while, this problem shows that the 

Quantity Theory of Money as an analysis tool is too linear and tota"y inapplicable. Some 

pundits have predicted hyperinflation for the past half century or so, offering a flawed 

post hoc ergo propter hoc reasoning. Obviously, the irredeemable currency issue and the 

working of its inherent monetary policy is much more complex as a system.  

Complexity is a larger field than chaos. Where chaos is a pure mathematical concept, 

well known to scientists, complexity is a work in progress. It is not delineated as yet. 

Nevertheless, despite the lack of a precise definition, the meaning can be conveyed by 
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listing the common denominators of what seem to be the most typical properties in 

physics and other sciences.  

• Complex systems contain more than just a few constituents that act in a nonlinear 

fashion. Chaos can be a property of very simple systems and does occur with very few 

constituents, but complexity does not. Nonlinearity is a necessary condition for chaos, 

yet not all chaotic systems are complex.  

• There is interdependency amongst the constituents of a complex system. First 

consider a non-complex system such as a company with millions of shares and 

shareholders. The company can increase the number of shares with a share issue. What 

will happen is that the new candidates will have to pay a higher price than the nominal 

price, (assuming profitable operations in the past) i.e. the reserves are added to the 

nominal value and divided by the new number of shares. This preserves value and is fair 

to existing shareholders. If not, the existing shareholders would have to share their 

entitlement to profits and reserves with the newcomers that underpay for the new scrip. 

This is all standard accounting. It can be likened to a container with gas(es) under 

pressure and one changes either the temperature, the pressure or the volume or all of 

them. Nothing dramatic and very predictable. Next a complex system in economics: 

increase the amount of money in circulation by 10%. What will happen? Why some will 

scream 'inflation', that would be inductive reasoning leading to a flawed conclusion. The 

facts bear it out. Velocity in money circulation may change instantly or in time (that 

important dimension which causes a flow) and purchasing power may change or all of 

them, maybe at once or in time. Or not ! This is a nonlinear system and it behaves 

differently, although all constituents are interdependent. Surprises are guaranteed. 

This may be likened in biology to a complex system like a human body, from which we 

will take away 20%. The results will be spectacular, especially if one suggests to 

amputate, say a head. It is obvious that the human body changes with more than 20% in 

functionality.  

• A complex system possesses a structure over several scales. Take the human body and 

we may suggest several scales in decreasing order: scale 1- the limbs, head and trunk; 

scale 2- the bones, muscles, organs, etc.; scale 3- cells, nucleus, cytoplasm etc; scale 4- 

chromosomes, DNA. Scales can always be refined, it seems, as long as there is a 

structure to be uncovered. In economics, scales are to be found as rightly suggested by 

Prof. Fekete in a disequilibrium model, such as the one on price formation either for the 

consumer or the producer. He thereby uses terminology from the stock exchange such as 
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bid and ask, spreads, vertical or horizontal, higher or lower order goods, etc. which 

should be familiar language. In short: the disequilibrium model of price formation is a 

complex system spanning several scales.  

• Complex systems are capable of emerging behaviour. Consider a human body. It is 

capable of walking, which is emerging behaviour, not understood if one only 

concentrates on a different scale like the legs or feet. The combination of structure and 

emergence leads to self-organisation. In economics, we have a splendid example given by 

Carl Menger, and reiterated by S. Jaitly, that a monetary system, as it has emerged 

over the last few millennia of human development, is the manifestation or the 

consequence, not the cause, of productive social interaction. It is why gold and silver 

have emerged as the preferred barter good or money of humankind. In short: the 

structure of trading communities and the emergence of spontaneous self-organised 

money is the signature of the existence of a complex system. Another example is to be 

found in the coordination problem in economics and how it is solved by the 

entrepreneur, by observing and acting on profitable vertical straddles. Consequently, it 

comes as no surprise that interference with the coordination system (the self-

organisation as emerging behaviour) in the form of (some) government legislation can be 

highly disruptive. Marx and Keynes professed that "production will reach maximum 

entropy, extinguishing the capitalist mode of production." This ought not be the case if 

disco-ordination of the economic system, by enforcing disruptive legislation or e.g. statist 

irredeemable currencies instead of the spontaneous emerging money such as gold and 

silver, were to be abstained from. The disco-ordination role of irredeemable currencies 

was already shown in the (broken) lattice tale and reiterated by K. Weiner.  

• Complexity implies the interplay between chaos and non-chaos. Most nonlinear 

systems are not exactly 100% chaotic. Consider irredeemable currencies which have, 

according to their administrators, certain control parameters. This means that there 

exists a threshold beyond which a nonlinear event is likely to take place. It is a critical 

point in phase transition. Milton Freedman's example of the monetary supply, set at 6% 

p.a. seems to be such a threshold. That was at least his opinion. If the monetary supply 

on a yearly basis were not to exceed this threshold, then Nirvana was our heritage. 

(Today, even a Ben Bernanke is concerned about the veracity of the thresholds and the 

level of control he actually exerts on the monetary system.) Ilya Prigogine, 1974 physics 

Nobel Prize winner, defined a dissipative structure by the spontaneous appearance of 

anisotropic behaviour where the interacting particles exhibited long term correlations. 
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In this regard, Professor Fekete must be credited with discovering the mile- stone 

revelation of the symmetry breaking behaviour (anisotropy) of structural participants 

causing bias in the monetary system. The first bias, breaking symmetry (causing chaos) 

is the favouring of bond speculation as opposed to commodity speculation and the second 

bias is the obvious bias for favouring bulls over bears in bond markets. Their behaviour 

is most certainly spontaneous: bond speculators, a.k.a banks and insurance companies 

know exactly what they are doing and why.  

• Complexity involves interplay between cooperation and competition. The usual 

situation is that competition on scale n is nourished by cooperation on the finer scale 

below it (scale n + 1). This follows from the logic of the disequilibrium of price formation 

theory. Consider the bourgeois families of the Victorian age in England (and elsewhere). 

"They competed with each other toward economic success and toward procuring the 

most desirable spouses for their young people. And they succeeded better in this if they 

had the unequivocal devotion (cooperation) of all their members, and also if all their 

members had a chance to take part in the decisions.... Then of course there is war 

between nations and the underlying patriotism that supports it." (Baranger, 2000). All 

of this is still purposeful action (Menger, Mises) put under a microscope to discover the 

appropriate scales. Baranger makes the following observation: "Once we understand 

this competition-cooperation dichotomy, we are a long way from the old Darwinian 

cliché́ of “the survival of the fittest”, which has done so much damage to the 

understanding of evolution".  

Entropy  

Chaos, complexity and entropy are concepts from physics. However, Menger was right in 

gauging the differences between natural sciences and human sciences as only one of 

scale. Thermodynamics is the physicist's name for their body of knowledge about 

ordered and disordered energy. Most of us are aware of the first law of thermo-

dynamics, the one about conservation of total energy over the time dimension.  

The second law is on entropy or disorder. The entropy of an isolated system does not 

decrease over time because left on their own, they spontaneously evolve to maximum 

entropy or disorder. That point of maximum entropy is the equilibrium state where 

entropy is constant. And then there is a theorem by Liouville stating that entropy can 

never change. Apparently a paradox. But Barranger puts forward a solution to this 

paradox by introducing chaos (non-linearity).  
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Here we observe the irreversibility of the time vector in thermodynamics. Entropy in a 

complex system left on its own is irreversibly increasing in physics. Do the principles of 

thermodynamics apply to large systems like economics? There is prima facie evidence so 

I am not in a minority of one in this. I will not dwell on that question, save for pointing 

out that Prof. Fekete talks about entropy, as well. Entropy is a measure of dis-order and 

in economic terms, we have a lot of disorder.  

The Austrian School is notorious for pointing out that the disorder has a general source, 

usually government legislation. The business cycle is one such infamous example and it 

belongs in the domain of complexity. "Thermoeconomics" does not refer to Austrian 

economics, but it is not difficult to consider an economy as a dissipative system 

(Prigogine) in which the voluntaristic exchanges of goods, resources and services are 

purposeful, complex and chaotic. Entropy has everything to do with chaos and nonlinear 

events introduced by interference in voluntaristic markets, that were initially simple 

and easy to oversee. Eventually, even the Bank of International Settlement and the 

World Bank will have to admit to the derivative mess. And perhaps they have already 

given up trying to understand. It is this chaos, self-inflicted, that eludes authorities 

which eventually will fail to control the systemic crisis of their own making, because 

every time they try to control the messy situation...they increase entropy even more.  
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Supply Chains and Payment Systems in a Traditional Market Environment 

Simon Baxter 

Foreword 

When economies and monetary systems fail, society and civility can fall along with it. The results for 

the general populous can be devastating, considering what happened when the Roman Empire 

debased its money. The Roman mint, by instruction of the emperor, reduced the size of their coin, the 

denarius, and debased it with copper, which lead to the demise of the west of the Roman Empire. 

What followed was known as the dark ages and it was not a particularly pleasant or prosperous time 

for normal folk.  

Looking to more recent times, when economies fail they can fall into totalitarian control like North 

Korea where gulags are common place and it’s rife with poverty and hunger. Alternatively they could 

go the way of Cuba, without being a protagonist for socialism, the key difference between these two 

examples was food production. Cubans grew food from and on the land, it may not be a bastion of 

wealth due to economic sanctions but the people and culture survived because of their ability to 

produce food. 

Standing on a street corner with a sign reading ‘This is the End’ is not something which encourages or 

would illicit change because it isn’t the end, the earth will continue to turn whether the human race is 

thriving or dying. When the monetary system of a country or as we find ourselves today, the world, 

has become debauched and corrupted, the end of this system will not benefit the advancement of 

mankind but in fact set it back. This is the raison d’etre for this thesis; food, as well as fuel and fodder 

are key components in ensuring that society can continue to function, without the basics, it cannot. 

The UK finds itself in a precarious position, it relies heavily on imported food and when a currency 

collapses other countries will not accept the currency. If all fiat based currencies collapse then it will 

leave many people across the world, including in the UK, starving. As a nation the UK was running a 

£1.4 billion aggregate balance deficit in January 2013 with 32% of food imported, this is an issue for 

suppliers and consumers alike.  
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Money and an advanced society go hand in hand with one another, without the former or the latter, 

both cannot co-exist together. Words are used to obfuscate truth; ‘enhanced interrogation techniques’ 

should be defined as torture, ‘pre-emptive strike’ and ‘financial sanctions’ as an act of war and 

‘quantitative easing’ as re-monetising short term bonds into long term bonds. If the words we use or 

indoctrinated with are used or subjected to portray a false image, then getting to the crux of an issue 

is increasingly complex for the public. In order to move forward, defining money and society would be 

advantageous.  

 

Money 

When people had no commodity or item that represented ‘money’, they would resort to barter. This is 

a highly inefficient process. A person entering a market would have to find another participant who 

wanted to exchange their item(s) for the exact same item(s) they require. This creates a coordination 

problem; participants cannot simply enter into a direct exchange with their goods for the goods they 

require, without an accepted medium of exchange. 

Money resolved the issue of barter. People were free to use a good, a good of marketable qualities. It 

is true that value does not exist outside of the conscience. If the human race disappeared tomorrow, 

how much would a pint of beer be worth? What about a car or a palatial home? The answer is 

absolutely nothing; there is no conscience to assert or assign value.  

Money, over the thousands of years of mankind’s known history has morphed and changed. Over the 

years, commodities such as salt, cattle, bronze axes, cowrie shells as well as gold and silver have 

been used as money. As previously stated, obfuscation is prevalent in the 21st century, what we term 

as money is in fact currency, fiat to be precise. The term fiat, derived from Latin, means ‘by decree’. I 

decree this is money, even though it’s not, and let this be so. When a traveller visits another country, 

one which does not use the same ‘money’ as where they are from, they visit a currency exchange 

with no mention of the term money. 

In 1971, when the USA defaulted on its gold obligations, the world moved onto a de-facto fiat 

standard and any tie to gold was severed. This allowed governments to create gigantic levels of debt, 

not seen in our known history, to fund war, social programmes and unrivalled levels of surveillance 

and economic waste. It is not just governments that can create money out of thin air but also private 

banks.  

‘In the modern economy, most money takes the form of bank deposits. But how those bank deposits 

are created is often misunderstood: the principal way is through commercial banks making loans. 

Whenever a bank makes a loan, it simultaneously creates a matching deposit in the borrower’s 

bank account, thereby creating new money.’ 

Bank of England - Money Creation in the Modern Economy 

Under true capitalism, a loan would have to be based on the capital or money an individual or 

institution had to loan out or held in reserve. Fiat allows this to be circumvented, ‘ex nihilo nihil fit’, 

nothing comes from nothing and this is crony capitalism at best or a clear example of fraud. 
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Aristotle, the Greek philosopher over 2000 years ago defined the properties and attributes of what 

money should be. It is incomplete but can be expanded on: 

• Portable 

• Durable 

• Divisible 

• Intrinsic Value 

• Medium of Exchange 

• Standard of Account 

• Store of Value 
 

Six of these qualities hold true in physical and non-physical attributes but as value does not exist out 

of the conscience, intrinsic value is therefore a fallacy. One needs to look into what makes a 

commodity, good or item, money.  

Marginal utility theory is the study that illustrates the satisfaction gained from receiving an additional 

unit of a good. Money has a constant or extremely slow reducing marginal utility. As a person 

receives an extra gold or silver coin, the satisfaction of receiving that coin is constant or declining at 

an extremely slow rate. This constant marginal utility that some goods hold over others is termed, 

marketability by Carl Menger. The most marketable goods are therefore money. Money can be now 

be defined, with its physical and non-physical properties as: 

• Portable 

• Durable 

• Divisible 

• Medium of Exchange 

• Standard of Account 

• Store of Value 

• Most marketable of good(s) 

 
Fiat does not meet the criteria to be defined as money. It is not a store of value or is it the most 

marketable of goods. When the English pound came into existence it was based on weight and tale, 

one English pound equated to a pound of silver or 454g. 

Currently, a 500g bar of silver (September 14), delivered to your door from an online bullion store 

would cost approximately £280 including VAT. Fiat, through its creation robs the people who use it of 

purchasing power and erodes the wealth they think they hold. Inflation is defined as an increase in the 

money supply, rising prices are a consequence of this and therefore reduced purchasing power or 

value is to be expected.  

Governments and private banks can create fiat out of thin air and as this increases exponentially as 

we see today, so the value of fiat will be reduced to nothing and the holders of fiat will be reduced to 

poverty. As all countries in the world use fiat, we are witnessing a race to the bottom as money is 

created out of thin air to mask over the misallocation of resources and dire systemic issues befallen 

by a fiat standard. Although a fiat standard is fundamentally flawed, there are two other main 

components to our financial system that are noteworthy, they are fractional reserve banking and a 

debt based monetary system.  

Fractional reserve banking allows banks to exacerbate the creation of fiat. A bank would take a 

deposit from a customer for a £100 and if the fractional reserve rate was 10% they would hold £10 in 

reserve and lend out £90 creating £190 into existence. That £90 is deposited into an account and 

then £9 is held in reserve and £81 is then lent out. The process is repeated until  

£1000 is created from the initial deposit of £100 with interest charged on every loan. The banks are 

not content with using fractional reserve banking any longer and confirmed by the Bank of England 
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above, create money not based on a ratio of reserves held but out of thin air. As a direct 

consequence, if all customers of a modern day bank wished to withdraw their holdings in note or coin 

form they would be unable to as the fiat is not held in reserve. All that is there is an entry on an 

electronic ledger.  

When fiat is created, it is created by the push of a button or the running of the printing presses, the 

cost is next to zero but interest is charged by the entities that create this money out of nothing. 

Looking back at the start of a debt based monetary system, if a person borrowed £10 with a 10 

percent interest charge, the total amount payable would be £11. With only £10 created, a further loan 

would be required to pay back the principle plus interest. This is not an equitable or fair monetary 

system but it is comparable to a Ponzi scheme which aims to make slaves out of the participants. 

More debt is required to maintain and grow the system, the idea that the countries around the world 

will ever repay the massive national debts or the unfunded liabilities  accrued is preposterous, this 

system is designed to fail and fail future generations it will. It can be deduced that governments can 

run Ponzi schemes but not private entities such as Charles Ponzi himself. 

The modern day financial system is based upon an immoral troika, applying chains to the majority of 

the participants, ensuring misallocation of resources, impeding actual price discovery as well as 

failure and poverty for those that have not invested in marketable goods.  

"It is well enough that people of the nation do not understand our banking and monetary system, for if 

they did, I believe there would be a revolution before tomorrow morning" 

Henry T Ford 1922 

Few people to this day understand the banking and monetary system, tomorrow morning has yet to 

arrive. 

 

Society 

As previously stated, words are used to mislead and obfuscate the truth. Society is something that we 

are apart of, something that provides law, justice and where trade can take place and all human 

beings are inextricably linked. Within the English language, society is defined as: 

The aggregate of people living together in a more or less ordered community (mass noun) 

The community of people living in a particular country or region and having shared customs, laws and 

organisations (count noun) 

Oxford Dictionary 

A society is much more than just people living together, human action as well as inaction helps 

determine how a society acts.  

Without a fair society, people are unable to exercise their natural rights of freedom and liberty. Human 

beings are of infinite possibilities on a finite timescale, not the other way around and a just society for 

all should allow as many of those possibilities to be open and accessible to them. The term society 

needs to be defined from an etymological stand point, etymology being the ‘the study of the real or 

true state of things: 

Several old sayings express the idea that law or ius is a principle or necessary condition of society: 
ubi societas, ibi ius (“where there is society, there is law”, or “without law, no society”), fiat justitia ne 

pereat mundus (“let there be justice, so that the world will not perish”). It is unfortunate that Latin, and 
also French and English, have only the word ‘society’ to express this idea which is, in fact, the 
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fundamental presupposition of natural law. This is unfortunate because, as we shall see below, the 
ambiguities of ‘society’ may easily mislead us to read into these old truths a completely mistaken idea 
of law. However, we can infer the proper interpretation if we recall the original idea of law as laeg, the 

lay-out or order of things. The opposite of laeg is orlaeg (the old English word for war; it survives in 
Dutch as ‘oorlog’), the desintegration of order (Dutch: ‘war’). The modern English ‘war’, like the 

French ‘guerre’, derives from the Frankish ‘werra’ (disorder, confusion). Thus, society, or the condition 
of social existence, implies the absence of war and warlike actions that create disorder by destroying 

social bonds. In Latin, ‘ius’ stands in opposition to ‘iniuria’, the general term for typically warlike 
actions: insults, willfully inflicted injuries, takings of and damages to property, kidnappings,…. Such 

acts destroy society, or the social bond (objective ius). That they do so is obvious when we consider a 
society of two persons. On an island with only two inhabitants, there is no society, if they engage in 

actions that are injurious to the other. In larger settings, such actions continue to produce their 
destructive effects, although these may not be so immediately obvious or threatening when they leave 
a large number of social bonds intact. In the light of these considerations, we may say, that society is 

the absence of war, i.e. peace, in human relationships. Society is therefore a shared mode of 
existence without enmity, i.e. a condition of friendly interaction or friendship. 

Frank van Dun - ‘The Lawful and the Legal’ 

 

We live in an age of perpetual war and war destroys social bonds, those bonds which allow a society 

and human beings to grow, develop and trade. The ‘War on Terror’ post September 11th has not 

brought stability or peace to the world. When you have a war you create terror, thus perpetuating the 

very thing you wish to stop. War is profitable for some but costly for the many. 

 

Grainger Market 

Grainger market is a Grade I listed building, located in the heart of Newcastle town centre since 1835. 

Offering a choice and quality of many products from fresh and cooked foods, clothing and services as 

well as offering a unique shopping experience compared to the modern supermarket. Individual 

traders exist within the Grainger market, leasing their stalls from the council for periods of 3 years at a 

time. The council owns the market, a common theme with local and regional traditional markets in the 

UK.  

Food is a main component to ensuring that a society can survive, within this study it was prescient 

that those traders whose retail goods were fresh fruit and vegetables, meat and fish as well as oils 

and spices were approached. In engaging with these traders an understanding would be made of how 

the goods of higher order arrived at market and how the fiat flowed back up the retail or production 

chain.  

The good of first order, A1 arrives from the seller A2 and consequentially from A3 until reaching An, 

the initiator of the production chain. At each retail or production stage it is established that a human 

being adds value. In regard to fresh produce, at each stage of the retail chain the trader buys in 

progressively smaller amounts. The value added by A2 compared to A3 within the retail chain is due 

to the fact that A2 will split their produce into smaller and therefore marketable amounts. 

Two documents were produced for their perusal, the first ‘Dear Supplier’, explaining the concept of 

money, bills of exchange and providing them with information on long term interest rates over the past 

200 years as well as UK debt figures. The second document provided was ‘Money Creation in the 

Modern Economy’ produced by the Bank of England. In engaging with the traders it was vital not to 

rush them into a decision, it was key for engagement that they were not pushed or hurried. It was 

required that they read and understood the material and if they were so inclined, participated or 

rejected the proposal. It is also note worthy not to over-engage with the traders, it is worthwhile buying 

produce so engagement in conversation can take place while they are bagging up the produce, it is 

their lively hood and every customer helps to pay the bills. 
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Butchers 

Eight butchers from Grainger market and one from Gosforth were approached during this study, with 

six butchers initially agreeing to be part of the study. Three butchers per week were approached, 

buying produce on each occasion and they were asked if it was a good time to carry out the survey. 

Over the space of 8 weeks I realised that never appeared to be a good time for them so in earnest a 

questionnaire was produced which listed 4 animals; cow, pig, chicken and lamb, the supplier of the 

produce including address and how they paid, cash or invoice. This was to allow the butchers to fill in 

the questionnaire in their own time. 

After a further 8 weeks, lost surveys replaced and a freezer brimming with meat it was evident that no 

information from these traders would be obtained and the study came to an end with these traders.  

The reason for the lack of participation from this market segment of traders is unclear. Possibilities 

include the approach of the interviewer or it may have been linked to recent scandals within the meat 

market as a whole, scandals such as those pertaining to horse meat may have sullied the butchers 

from taking part. 

 
Fishmongers 

Four fishmongers located in Grainger market were canvassed, one fishmonger owning two lots. 

Engagement with the fishmongers was cordial and relatively straight forward. Within 4 weeks all of the 

fishmongers were surveyed, noting down all their produce, the majority of which came from the Fish 

Quays at North Shields, located on the North East coast. Taylors’ Seafood are the main supplier to 

Grainger market traders, offering produce to public and trade as well as offering goods at auction, 

which is not open to the public. A letter was sent to the CEO enclosed with the ‘Dear Supplier’ 

document and ‘Money Creation in the Modern Economy’. Contact was not forthcoming so contact with 

the Taylors’ head office was established via email. Regretfully after agreeing to participate in the 

study, no response was received and the study came to an end.  

 
Greengrocers 

Within the Grainger market there are six traders, four of whom were wishing to participate in my study, 

owning seven stalls between them. 2 of which were owned outside of the market. After engaging and 

surveying it came to light that their produce came from 3 main suppliers, JR Holland, Total Produce 

and Thomas Baty.  

The same process was followed as with Taylors Seafood, except no response was forthcoming, each 

supplier was called and a request for a call back to discuss my project was made. 

 

Specialist Store 

Mmm Glug, specialising in foods from all over the world from pasta, beer, pastes, spices and oils. Two 

product types were targeted, spices and oils. All spices are bought from Suma, a sustainable 

company dealing in a wide range of products. Letter despatched, email enquiry sent, call made but a 

response was not forthcoming.  

Mmm Glug was unwilling to give the details for the suppliers of the oils but Yellowfields rapeseed oil is 

a local company based in Northumberland. Contact was made via email and they were willing to 

participate in my project.  
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Yellowfields 

Yellowfields rapeseed oil is locally produced in Northumberland with a by-product of cattle feed from 

the production process. Contact was made via email and the same information was sent to 

Yellowfields as to the suppliers of fishmongers and greengrocers. Yellowfields sell their produce 

through over 30 outlets in the North East. I requested information pertaining to their production 

process in order to understand how goods develop and become more marketable as they move 

through the production chain in order to satisfy the need of the customer. Goods of higher order are 

termed as: 

‘Quantities of goods of higher order…in the existing state of technology of the relevant branches of 

production for supplying our full requirements for goods of first order’ 

Carl Menger - ‘Principles of Economics’ 

In the case of Yellowfields, goods of higher order would be classed as land, seed and bottles, with the 

below diagram illustrating a simplified production chain which lead to goods of first order being 

produced for consumption by the public. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The rapeseed oil and the cattle feed are both termed goods of first order, these are goods that are in 

demand by customers to satisfy a need. When a human being needs to satisfy a need they will not 

think of the production process a product has gone through to get to the table, in the case of 

Yellowfields. 

‘Human beings experience directly and immediately only needs for goods of first order – that is, for 

goods that can be used directly for the satisfaction of their needs’ 

Carl Menger – Principles of Economics 
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The good of first order, A1, is initiated through the production process from the goods of higher order, 

beginning with A12 and moving to the good of first order which satisfies the need of a consumer. 
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North East Organic Growers (NEOG) 

NEOG is a workers co-operative based at Earth Balance, Bomarsund, approximately 12 miles North 

of Newcastle. They have existed since 1995 and grow organic, non-GMO vegetables on their 12 acre 

site. They operate a ‘box scheme’ which offers consumers the choice to buy small, medium or large 

bags of fruit or vegetables. The consumer can pick these up from pick-up points throughout 

Newcastle and as the produce is grown in an ecologically and sustainable manner the consumer is 

supporting a healthier environment and enhancing their health as no insecticides or pesticides are 

used. The fruit they offer to customers is bought from domestic, as well as from foreign suppliers, all 

certified as non-GMO and organic. 

In understanding how goods of first order are produced within this production chain I asked NEOG to 

list in order the goods of higher order that lead to the production of goods of first order.  

 

The above production chain is homogenous for most vegetables grown by NEOG but a further 

numerical example is required to elucidate the production process for a specific vegetable, the 

courgette.  

 

 

 

 



49 

 

 

‘A finished good ready to be sold to the consumer is called a first order good. There are also higher 

order goods. An n-th order good is a semi-finished good that is n times removed from the consumer.’ 

A E Fekete - Econ 105 

Starting with the good of highest order A11, the initiator of the production good flows to the good of 

first order, A1, there is value added at every stage by humans and the environment. As goods of first 

order are only desired by consumers, it is important to understand that although one can go to a 

market and buy the produce they require to satisfy their needs, the goods of higher order are vital in 

establishing how produce ends up in the cooking pot to satisfy the need of hunger and of good health. 

 

Levelling the Playing Field 

 

Bill of Exchange 

Gold and silver bills or bills of exchange are credit instruments used by suppliers and purveyors of 

sought after consumer goods. They last no longer than 91 days, the length of a season as fashion 

and trends wane as the years’ progress. Bills of exchange can also be shorter term instruments such 

as 30 days, whatever is required by the participants. Bills of exchange were prevalent in the UK pre 

1914, before the start of World War One and were removed from economic history post haste. They 

include details of the transaction such as payee and payer, what is being sold including quantities and 

payment method. In essence it is an invoice that matures into gold or silver coin within 91 days. The 

below example is a bill of exchange from Australia.  
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NEOG is a special case in that it does not sell its produce directly to the consumer but creates a 

shopping bag with seasonal produce. In the case that it did sell directly to consumers, it would help to 

illustrate to how the bill of exchange would initiate trade from producer to consumer. 

Suppose NEOGs (A3) cost is 1 silver ounce per 5 kilos of courgettes and A2  buys 150 kilos of 

courgettes. A3 draws the bill on A2, who must accept this bill by signing it, before it has any value, in 

essence NEOG bills A2. A bill originates with the payee, in this case A3 but a note originates with the 

payer. There is a difference between a bill and note, the latter represents debt while the former 

represents value to be added.  

A3, in order to make a profit, could then sell 150 kilos of courgettes at 5 kilos for 1.2 silver ounces.  A3 

draws a bill for payment within 21 days on A2. A2 sold to A1 7 days after the initial purchase and in 

turn draws a bill on A1 payable in 14 days for 1.3 silver coins. A1 is closest to the consumer, similar to 

a Grainger market trader and the consumer will pay in money and the bill to mature into silver coin. 

A1 sells to the consumer for 1.4 silver ounces per 5 kilos in order to make a profit.  
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There is no loan, no lending or any borrowing involved in this retail chain, none whatsoever. A bill of 

exchange represents a transaction where merchandise matures into gold or silver coin and that which 

only the consumer of first order goods can provide.  The relationship between A3 to A1 is one of co-

ordination, rather than one of subordination. Abstractly, A3 could be considered the subordinate as A2 

is closer to the consumer as they are first in line to receive the silver or gold coin. 

It is important to stress the fact that extending credit is not lending. A2 is in not in debt to A3 as a 

result of this transaction. A3 is in a very strong position; the bill they have accepted can circulate as 

money for 14 days. A3 can either wait 14 days for their payment in money or they can go to a bill 

exchange/clearing house and sell their bill. They will receive something less than 36 silver ounces 

because they take interest due for the 14 days out of the proceeds. The main point to consider is that 

banks are not necessary for bills to be effective and useful.  

By contrast, legal tender bank notes circulate by virtue of the strong arm of the government or by the 

barrel of a gun. 

A E Fekete – Real Bills and Gold 

 

Types of Credit – Discount and Interest 

Bills of Exchange are short term credit instruments used to move goods in high demand to the 

consumer, the wielder of the gold and silver coin and that which extinguishes the bill. The bill can be 

taken to a discount house to be exchanged for gold or silver but receiving an amount less than face 

value. The reduction in the face value of the bill is proportional to the number of days due to maturity 

of the bill. The discount rate is dependent on consumer demand, if consumer demand is high then the 

discount rate will be low and vice versa. This short term credit is driven by the propensity to consume, 

if a good is not in high enough demand to be settled within 91 days a bill will not be drawn on that 

good.  

For longer term credit, anything over 92 days will be sought in the bond market via the gold bond. 

Longer term credit is driven by the propensity to save and it is savings that drive capital formation. 

 

 

Antal E Fekete – Econ 104 

 

 

Hybrid Bill 
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In order to integrate one monetary system alongside another, payment must be allowed to be made in 

both mediums under the scope of each system, therefore fiat and the new method, gold and silver. 

This leads us to a hybrid bill of exchange, allowing for payment in either of the mediums but offering a 

discount on gold and silver. When people begin to understand the difference between money and 

currency, settlement in precious metals will become the norm. Why deal in a medium which can be 

printed ad infinitum and is not money? It is money, real money, that freedom can be sought through 

and won. Only on a level playing field, the pro’s and cons can be truly weighed up by the participants.  

 

 

 

In order to bring the bill of exchange into the 21st century and to actively encourage participation in the 

bill market, as well as to aid socially circulating capital, instant access to said market must be 

enabled. Using 2D bar codes a participant when visiting a bill exchange could enter their details into a 

computer programme, which would print onto the bill the details of the transaction, participants, 

payment amounts and due dates. The bill can be uploaded online with the original being kept on file 

till it is claimed by a participant who receives a new bill from their closest exchange. In order to 

prevent fraud, any bills with a 2D barcode printed on them are not to be accepted as payment; 

essentially they are only found in exchanges. Anyone offered a bill with a barcode printed on it will 

know that it is invalid as money. The reason behind printing on the bill is required is that it allows only 

one bill to circulate at any one time and removes temptation from employees who work and 

participate in the bill exchange market.  

 

If bills of exchange are to develop, to aid trade and empower the people who use them they need to 

be made of something that represents the very ideals it represents. Paper derived from trees is 
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leading to the destruction of the worlds’ forests which is not sustainable and therefore cannot 

represent the ideal which the bill of exchange represents. The material for the bill of exchange is 

therefore hemp. It is a weed and can grow almost anywhere, it has thousands of uses from food, 

paper, clothing, oil and building materials. It requires little input from the farmer to grow and it is a 

crime of corporate interests that it is not actively encouraged and supported to this day. The first draft 

of the Declaration of Independence was written on hemp paper and it is very apt that bills of exchange 

should follow this path. It represents freedom from a corrupt and wasteful monetary rule and in order 

to set off in a new direction, it must be sustainable. 

In regard to the aforementioned example, A3, if using a hybrid bill of exchange would offer settlement 

in fiat and money but offering a discount for payment in money. A3 sells 150 kilos of courgettes to A2, 

assuming a cost of £3 per kilo of courgettes and £25 per silver ounce, a bill would be drawn for £450 

in fiat or 18 silver ounces. A3 offers a discount rate of 5% for payment in money meaning 17.1 silver 

ounces will be billed. This is a mutually beneficial arrangement for both A3 and A2, A3 receives 

money for their produce and A2 receives a discount for paying in money. 

 

Hybrid Intermediary 

When a farmer wishes to produce a crop he does not throw seed on a field and hopes for the best. 

They have a process and system in place to ensure, excluding extraneous factors like weather, that 

they harvest a profitable crop and the ends justify the means. 

In order for a hybrid bill to circulate and take its true form as money it must be supported by a hybrid 

system or intermediary. While fiat is in existence, an intermediary must be established that links local 

markets with a central exchange. This hybrid intermediary must take on several functions to support 

the bill of exchange. It must act as a bill of exchange, bullion and coin supplier, reverse bullion-good 

dealer, a focal point for business interaction and education, establishing rapport with schools and 

offering vaulting services for interested parties. Only when a supporting system is built around a 

process with the right people in place and only then, will the desired outcome be achieved. As the 

monetary landscape changes, so will the hybrid intermediary, it will morph and change to enable trade 

can take place. 

  

Traders and Re-Capitilisation 

It is important in the introduction of a new monetary system, especially for private businesses that 

they begin to recapitalise with money (precious metals). Diversification of assets is key for any 

investor but in a world where everything has a price and nothing has value, it is imperative that the 

business owner diversifies his risk of holding either mediums as a store of value to hedge their risk. 

The fact that value resides in the conscious is testament to the fact that paper money obscures our 

value system and by extension, our conscience.  

Global fiat has existed in its current form for 43 years as a medium of exchange, after the USA 

defaulted on its gold obligations in 1971 but precious metals have fulfilled the obligation as money, 

not just as a medium of exchange for thousands of years. It is hubristic thinking that this will last 

forever. The Chinese were the first to invent paper money in our documented history. Marco Polo 

returned from the Far East with a chest full of fiat from China and the church burnt it for heresy, 

precious metals are money and by extension, bills of exchange as they mature into gold or silver upon 

expiration of the bill date. The important point to note is that the world has never been on an 

unadulterated precious metals standard before, gold or silver is generally tied to a number or ratio 

thus preventing price discovery and true free market trade. Not only should the savvy business owner 

diversify risk but he should be aware of the ‘marginal trader’. In times of economic downturns, a trader 
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who has wealth to exchange for income can participate more actively in the bill market and earn an 

income from wealth acquired in the good times.  

 

The Marginal Trader 

The marginal trader is a noteworthy trader within the market, when business is brisk or tastes and 

fashions change, the trader will run not replenish goods which are classed as a marginal item. A 

marginal item is an item whereby the propensity to consume reduces, bills of exchange will not be 

drawn on those products and the item will not be brought to market. An example of a marginal product 

would be a sprout, during the Christmas period this good is in high demand but as the seasons 

progress, the demand for sprouts reduces and the marginal trader will replace sprouts with the 

another marginal product. 

Each merchandise on the shelf of every retail shopkeeper has a productivity of its own that can be 

measured by the ratio of the percentage of the retail mark-up (with due allowance being made for 

overhead) to the average length of its sojourn on the shelf. Thus if the retail mark-up on $1 worth of 

sauerkraut is 1⁄2 cent and the average sojourn on the shelf of one bottle is three months, then the 

productivity of sauerkraut is (1/2)/(3/12) = 2% per annum. The merchandise on the shelf of the 

marginal shopkeeper with the lowest productivity is called the marginal item of social circulating 

capital. The marginal shopkeeper is the one who is first to change the composition of his stock at the 

first sign of change in the willingness, buying habits, and taste of the consumer. In other words, the 

marginal shopkeeper adjusts the volume of social circulating capital to the propensity to consume. 

 

Antal E Fekete – Economic Entropy 

 

The Unadulterated Free Market 

This is a sustainable system that rewards the prudent and puts the power of monetary responsibility 

back in the hands of the producers, warehouses, traders and ultimately the consumers who 

participate in the system. The power resides in the aforementioned but never in government.  

In order for the trader to survive they require that the public are able to pay them for their goods and 

wears, if not, they do not have a business. The trader therefore has a prerogative of self-preservation, 

they need to play their part and make the consumer aware of the difference between money and 

currency, be that overtly or covertly. It is not upon them to educate the public but it is important that 

they play their role in subtlety pointing out what money is and what functions as money and as 

currency.  

The trader participating in the new monetary system should offer customers a discount if payment is 

made in money. This encourages participation of the consumer in the new system, unwittingly or not 

but it creates a perception within the conscious that precious metals are favourable to exchange, as 

well as to hoard. How will the trader allow for payment in gold or silver when legal tender is fiat and 

fiat only? As our current control systems, monetary, legal, political and media use slight of hand to 

obfuscate the truth then so shall the trader. It can be called self preservation or revolution but either 

outcome is the same.  

The trader will purchase a stock of gold or silver coins, depending on their business, from an 

intermediary exchange and using a bill of exchange if required. The trader will then have at or on the 

counter an object representing a silver or gold coin, the total amount of ‘tokens’ on display will 
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represent the number of discounts that can be given over a time period. If a customer purchases 

items of a given value or above, then a discount will be offered to the customer.  

If the trader wished to re-capitalise their business with money, for example, they wished to 

recapitalise with £2000 of silver per month. Assuming a price of £20 per silver ozt and 24 working 

days per month, the trader would put out, on average, 4 silver tokens per day. The discount rate could 

be determined by the trader or there maybe a discount from a supplier offering payment in money 

which may determine the discount rate offered to consumers. The trader sets the discount token rate 

at 5% and the consumer receives a discount of £1 for spending £20. The trader has in their 

possession 100 silver ozt and has started the process of re-capitilisation. This will be repeated until 

fiat is no longer available to be exchanged for money. 

For accounting purposes, so as the trader can limit themselves to a given number of discounts over a 

given time period and to represent something that is silver or gold to the consumer, it will  

be placed below the counter. The customer hands over cash and receives the produce, as far as 

anyone who is viewing the transaction an anomaly has happened in terms of discount but currency 

was paid for produce and produce was received. There is nothing nefarious in the transaction but the 

customer has received a discount, a positive association with gold or silver has been established and 

the trader is recapitalising with money rather than holding currency. It’s a win win for all parties 

excluding the status quo.  

 

Private Traditional Markets 

Engaging with the traders, a bone of contention appears to be the arrangement in regard to leasing 

their units from the council. One trader had spent over £120,000 fitting out his shop but he cannot 

lease for more than 3 years at a time.  

Attitude reflects leadership, if a market were to be taken private, the traders could be encouraged to 

settle their monthly rent in gold or silver, bought via the intermediary exchange and a bill of exchange 

drawn on the trader by the market owner. If the traders were also allowed to purchase or mortgage 

their units, this would enhance participation and perception with the traders.  

As an example, if a private market had 100 leases available with an average cost of £1000 and the 

leases were paid monthly via a bill of exchange, assuming all leases are signed, this could create a 

bill market worth £100,000 over a month and over the year, £1.2 million.  

Leading us to the topological map, below, this requires a hybrid bill, a hybrid intermediary and willing 

participants, to integrate one system alongside another. It is important to note that two of the entities 

that have exacerbated the financial crisis’ are not included, governments and banks, or are they 

required. This system puts consumers, traders, warehouses and producers back in control of the 

monetary system. 

‘Money is not an invention of the state. It is not the product of a legislative act. The sanction of political 

authority is not necessary for its existence’ 

Carl Menger - Geld 
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The current fiat monetary system introduces fiat by turning on the printing presses or by pressing a 

button but within an unadulterated tri-metallic standard, value needs to be added by human beings to 

turn ore into coins and bars. Gold, silver and copper will not have a fixed exchange rate but will be 

free floating, allowing the market to determine the value of each metal against each other. It is worth 

noting that copper is much less marketable than gold and silver but can be used for local purchases. 

When the current monetary system fails its participants it is vital that there is a coin that is accessible 

to the masses to allow trade to continue as efficiently as possible, copper is already in circulation and 

fits the bill. Therefore, when an ore producer delivers ore to the refiner or mint, a process and system 

will allow miners to be paid for their action. 

‘Upon delivering the metal (the miner will) draw gold bills on the…Mint payable in sovereigns. Thus 

the number one endorser of the gold bill is the…Mint. The drawer will offer gold bills to producers of 

gold or anyone else in exchange for gold brought to it or to its agents with no limitation on quantity. 

Gold bills are to mature in 91 days to reflect the time it takes for the…Mint to strike the coins from 

refining the metal through delivering the sovereigns. ‘The Miner’ will auction off its surplus gold bills to 

the great trading houses financing world trade, among which the bills will subsequently circulate till 

expiry. At maturity the full face value of the gold bill is paid to bearer in sovereigns at the…Mint or at 

its agencies. Transfer is subject to endorsing and discount in the same way as it was a century ago. 

Endorsement represents the transfer of title; discount reflects the time remaining to maturity as well 

as supply and demand in the bill market. Both sovereigns and gold bills payable in sovereigns will be 

available to the general public with no charge for seigniorage and no charge for the cost of minting.’ 

 

A.E Fekete - ‘Announcement’ 

 

 

 



57 

 

Transitionary Prices 

When moving from one monetary standard to another, the great unknown is that which how goods will 

be priced. Businesses and human beings who begin the process of re-capitalisation not only put 

themselves at an advantage to others that do not but they also play a role in price formation. The 

initial basis of value will be the fiat price coupled with the money price against the value of a good, as 

monetary debasement continues at an exponential rate, economising individuals will begin to value 

goods against money. The global fiat monetary model will be left to run its course and history will not 

look on global fiat favourably. 

‘When the supply of the good by an individual market participant or a limited number of them was met 

by the demand of a single participant or likewise a small group of participants, haphazard prices and 

other kinds of uneconomic price formations were easily the rule; but now all those who offer a 

commodity on the market in question and at the same time all those who seek to acquire this 

commodity will participate more and more in price formation. Price formation will become more 

concentrated and be adapted to the general market situation or, at least, will correspond to it far better 

than it could on barter markets. Current market prices are formed, and from now on the valuation of 

goods in money terms is incomparably more exact and economic than on barter markets, with their 

fragmented trading in goods and with price formation influenced by all kinds of chance occurrences or 

by rigid customary exchange ratios and statutory prices’ 

Carl Menger - Money: from Barter to Money p.35 

Integrating two monetary systems not only allows human beings to hedge their risk but to seek safety 

and prosperity in the most marketable of goods. Prices will spontaneously begin to emerge in markets 

that hedge their risk and offering prices, covertly or overtly, in money. Value will differ in areas and 

regions, determined by seasons, tastes and fashions but prices will begin to form, more and more 

goods will begin to be valued in terms of money until all goods have an exchange value against 

money. It may seem alien in concept to the common man, not measuring ones value in fiat numbers 

but it makes logical sense to value ones creativity, hard work, ideas and workmanship in money.  

‘As soon as media of exchange are functioning on the markets of a country and the money economy 

increasingly penetrates all walks of life, trading in goods regularly takes place through the 

intermediary of money. On every market of a money economy and at every point in time there thus 

exist, as the result of economic interests concentrating and operating on the market, for all or at least 

for most of the commodities offered there, a large or small number of prices (though mostly not at all 

uniform!) expressed in money units; these prices provide at least a valuable reference point for 

judging the actual exchange relations of market goods and their variations on the same market, and 

likewise for comparing the exchange relations of goods on different markets’ 

Carl Menger - Money: from Barter to Money p.57 

Currently, the value of fiat is manipulated against gold and silver, even the cost of coined copper is 

higher than the value given to it by the UK government. Naked short selling, dumping of future 

contracts, leasing and sales of central bank reserves as well as highly leveraged electronic trading 

funds (ETF) help keep the price of fiat up against gold and silver. The regulators appear toothless and 

benign in investigating this fraud but this is an added advantage for those that wish to exchange 

worthless fiat for money. 
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Conclusion 

It is important to recognise that under an unadulterated tri-metallic standard there is no need for 

participation of government or banks, the two main culpable agents that have lead to this current state 

of monetary madness. They have lost their right to mediate monetary matters through reckless action 

and inaction. There will be no Hollywood style hero riding to the rescue on a white stallion to save the 

society we live in and the standard of living we have become accustomed too. It is up to individual 

human beings and businesses, small and medium enterprises, to begin this change to an alternative 

monetary standard. One where value can be attained by ones own actions and ideas, devoid of the 

intervention or manipulation of governments and banks. It boils down to just a conscience decision, to 

consent or not, a choice between fear and love. 
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