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Introduction


Why this book?


Maybe a vignette will set the scene:



  As I switch on my car I speak to my phone telling whatever lurks behind
its small screen that it must guide me home. It measures where I am on
the planet to within a metre using satellites in space circling Earth,
accesses all the maps and roads in existence and determines the best
route home for me taking into account real time telemetric data from
1000’s of other phones in cars around me. I start driving where it tells
me to. Again I speak to the phone and ask it to switch to that streaming
radio station from Nebraska USA that plays the best classics from the
70’s, 80’s and 90’s. It complies and digitised music is streamed from
somewhere in the world through who knows how many communication mediums
and systems and that last mile through radio waves with music messages
meant for my phone only, eventually vibrating the speakers in my car in
just the right way to perfectly reproduce Bruce Springsteen’s “Thunder
Road”. As I glide up to the next traffic light I marvel at the ingenuity
of humanity and its ability to build such complex interconnected
infrastructure and provide such incredible services over such shared
infrastructure. Our ability to organise ourselves and collaborate is
mind-boggling. Stopping at the traffic light I’m suddenly a little
nervous. You see, I’m driving past Dieplsoot.



Paraphrased from Wikipedia:



  Diepsloot is a densely populated settlement made up of government
subsidised housing, brick houses built by landowners as well as shacks.
The shacks are built on any piece of land with nothing already on it.
Some landowners charge rent to others to stay in a shack on their land.
The portion of Diepsloot called Extension 5 has no tar roads, drainage,
sewage or streetlights. Residents use paraffin stoves and coal for
cooking and candles for light. City officials estimate that half the
population in the settlement are unemployed.



As I sit at the traffic light worrying about being robbed by desperate
people I cannot help but wonder: we can play music from the other side
of the planet in my car but we cannot build proper modern infrastructure
for these people. Building city infrastructure is a problem that has
been solved by humanity decades ago. South Africa has the raw materials
needed and we have millions upon millions of unemployed youth. So why
are we building either small little primitive dwellings or nothing at
all? We can organise the creation of the Internet but not the building
of modern city infrastructure. This can only be described as
organisational failure on an unimaginable scale.


We cannot organise our millions of unemployed to build proper European
style city infrastructure for South Africa and the developing world’s
millions. Why not?


It is obvious that the manner in which our society is organised
currently does not work for millions of South Africans. In addition,
technological change on many levels is occurring so fast and leading to
rapid change at such a vast scale that our existing societal structures
are unable and will be increasingly unable to cope with the change.
Structures such as government at all levels, central and private
banking, corporations and households. Therefore we must radically change
how we organise ourselves. If we do not, things will get worse, fast.


A life of dignity and joy for all South Africans and all global citizens
is possible. The understandings and capabilities in the modes and means
of societal organisation needed to achieve this are available today. We
can beat the scourge of unemployment, we can establish social cohesion,
we can provide housing, sustenance and more joy to all.


What is needed is a Societal Renaissance, a South African Renaissance, a
global renaissance: flexible, resilient and trusted societal structures
enabling the maximum application of human ingenuity and co-operation in
order to meet our societal challenges.


This book clarifies the shortcomings of our existing societal structures
and proposes the societal structures that will enable our much more
efficient collaboration toward our shared goals of safety, sustenance
and joy. The book uses South Africa and its infrastructure challenges as
a point of departure. The principles, techniques and solutions proposed
are relevant to all of global society. A bright future for all South
Africans and all citizens of the world is within our reach.


Who is this book for?


This book was written for all of us across our globe, with a primary
focus on South Africa and the developing world, so that we can face and
overcome our challenges together. It provides the thinking tools and
solutions needed by our politicians, business leaders, entrepreneurs,
employees, mothers and fathers in order to make the required changes to
how we organise our society.


Join me and many others in the journey to a better, more equal and just
South Africa and world. Take heart, the challenges are not as great as
they may appear.


Why is it me writing this book?


How did I end up writing this book? I sometimes wonder myself why it is
me that invested so many weekends and early mornings in researching and
writing this book.


I left South Africa end 1996 and worked in Europe until end 2006. Ten
years. I wanted to come back to South Africa. I wanted to make an impact
on the world around me. Europeans seemed to pretty much have it all
already. Christmas Eve 2005 was the moment I realised that Europe was
not for me anymore. The main news bulletin on Austrian television that
evening was the fact that a pensioner in Vienna had not had her
Christmas meal ingredients delivered to her home on time and therefore
could not enjoy her favourite Christmas meal. Citizens expressed their
indignation. I realised then that Europe’s challenges had largely been
solved, that they are just stuck in a system that does not enable them
to realise it and act accordingly. The pain they experience due to being
stuck in their current societal system is not too great though, what
with Christmas dinners and all. Payback on societal change would be
quite low and therefore the motivation to fight for societal change
there is quite low.


In Africa there are people dying of hunger, there are millions that fear
for their lives, that sleep on the streets and fall asleep hungry.
Societal change can have an enormous impact on millions of lives in
Africa, therefore the motivation to fight for societal change in Africa
is great. So back to Africa I came, back to South Africa.


I started a company called Kaizania. The name is a portmanteau of two
concepts:


	Kaizen - a Japanese word translating roughly into “continuous
improvement”

  	Azania - an old Roman Arabic word for “Southern Africa”


ergo


	Kaizania - continuous improvement in Southern Africa


My goal was and is to somehow help in improving South and Southern
Africa.


The four primary components of South African society are government,
business, financial services and households. I have been engaging across
these four fronts with various degrees of success over the past 7 years.


The first goal was to assist government and business in being able to
operate and innovate more efficiently. A chap called Arrie van der
Dussen and I started Kaizania Academies and have since consulted to most
South African blue chips and smaller product companies and trained 6500+
South Africans on how to innovate faster and operate products and
services more efficiently. Kaizania Academies was purchased by EOH end
2012 and I spend much of my time as an EOH consultant. There is still
much to do in this space, especially in major service industry
corporates, parastatals and government.


The second goal was to enable more efficient collaboration between
citizens. A chap called Brian Dalton and I tried to start South Africa’s
first peer to peer lending platform AngelMoola. None of the banks were
interested. We launched anyway and tried hard to satisfy the Reserve
Bank that we were not really a deposit taking institution but merely a
platform for citizens to collaborate directly financially. The Reserve
Bank disagreed. They said get a banking license or we will shut you
down. They shut us down. Oh well.


The third goal was to enable more efficient collaboration between
citizens and local government. This time it was Arrie and I again and we
launched Mobilitate in 2010, a platform that captured South Africa’s
political structure on Google Maps, added a social network and various
interfaces and applications for citizen and local government
collaboration. All 22 000 neighbourhoods, 4 022 wards, 278
municipalities and our nine provinces are on the system. The platform
enables better citizen and local government collaboration toward the
maintenance of our existing public infrastructure as well as jointly
determining our needs for new public infrastructure. One can download
the mobile app, take a picture of a pothole, burst pipe or any other
kind of service delivery issue, submit it, the system then notifies the
relevant department anywhere in the country and informs other community
members that the issue had been reported. And much more… Success has
been OK but the big media firms, local government and political parties
all seem to be either scared of transparency, scared of government or
believe we are a third force or something with hidden agendas. Or all
three. We are still working hard to enable more efficient and
transparent citizen and local government collaboration toward shared
goals. Let’s see.


This book is the key ingredient of the fourth goal. First researching
and understanding the systemic changes needed in order to enable
government, business, financial services and households to cooperate
together more efficiently toward solving our country’s challenges,
secondly to share the results of my research with this book, and thirdly
to engage with various role-players across government, business, finance
and civic organisations in order to bring about the societal changes I
suggest.


Thank you for buying and reading this book and I hope you, South Africa
and others in the world benefit at least a little in the process.


National Development Plan of South Africa


The National Planning Commission is a reasonably new initiative of the
South African government, chaired by the Minister in The Presidency for
National Planning, which is currently Trevor Manuel. The mandate of the
commission is to take a broad, cross-cutting, independent and critical
view of South Africa, to help define the South Africa we seek to achieve
in 20 years time and to map out a path to achieve those objectives. The
commission published a National Development Plan.


The National Development Plan is an excellent framework for what needs
to be done in South Africa in order to create a more prosperous future
for all South Africans. However, I believe the plan as is cannot be
implemented. It cannot be implemented due to the impediments contained
within our current societal structures.


I believe that the reforms proposed in this book, if implemented, would
enable South Africa to successfully roll out the National Development
Plan at speed and scale. The converse is that I believe the National
Development Plan to be unachievable without undertaking the parallel
societal reforms as proposed in this book.


How to read this book


The book is broken up into nine subject areas. The first subject areas
are used to create a shared understanding with the reader in terms of
how our world currently works and challenges in how it currently works.
You may choose to skip some of the these sections if you are very
familiar with the subject matter covered. See below to make your
decision. You can always refer back should a concept or subject I
discuss in later sections not be familiar to you.


	Constant Revolution
    I recommend that you read this section. It is short.


    A short section to introduce our current place in history and the
fact that we are now experiencing two of the known five major
turning points in the 13.5 billion year history of our known
universe, and that these two turning points are most likely
occurring in the space of a single lifetime.

  

  	How do countries work in 2013?
    You may decide to skip this section.


    This section introduces the components of our current global
society. Which logical entities do countries consist of, how do we
co-operate, what are the different kinds of money, how does the
financial services industry work, where does money come from and who
decides how much of it to create, what is interest and compound
interest, what is fiat money and what is commodity money, the credit
based theory of money, what is the role of the media, politics etc.
etc.

  

  	What is not working in 2013 South Africa?
    I recommend that you read this section. It is short.


    This short section looks at whether our society, working as
described in the previous section, works very well or does not work
very well. Do we have challenges such as corruption, crime, lack of
safety etc?

  

  	Analysis of systemic failures
    The meat of the book starts here therefore I recommend that all read
the remainder of the book from this section onward. It is critical
to following the rest of the book.


    This section looks at the characteristics of our current societal
system that make it very difficult for us to effectively co-operate
toward our shared goals. One can see this section as clarifying the
problem statement for which I propose solutions in the remainder of
the book.

  

  	Constant Revolution and our Society
    Please read this section. It makes clear why technology is making
societal reform an imperative and not a choice. It will make you
think and question how our world currently works, I am sure.

  

  	Principles and techniques for a better South Africa and world
    This is it, the core of my book and the result of much research and
staring into space whilst in company. It suggests the societal
reforms required in order to effectively co-operate toward meeting
our shared societal goals and to start laying the societal
groundwork we need in order to cope with the next 15-30 years.

  

  	The adaptive society
    The previous section introduces a host of techniques and societal
reforms that will enable us to collaborate much more efficiently
toward our shared societal goals. Now what? How do we effectively
use these structures? That is what this section covers. How do we
realise a continuously improving and adaptive society using the
proposed tools, techniques and reforms?

  

  	Addressing our societal challenges
    This section revisits the problem statement form the section
“Analysis of systemic failures”. How will the principles, tools,
techniques and societal reforms that I propose enable us to solve
our societal challenges?


    The acid test if you will.

  

  	Conclusion
    Yep, this is the end. Please read it, it is quite short :-)

  







Constant Revolution


The world around us is changing ever faster. These changes present us
all with tremendous challenges as well as tremendous opportunities.
Everyone and everywhere are experiencing ever faster cycles of
Schumpeterian creative destruction.


We are truly living in interesting times. One can single out five major
events that occurred over the past 13.5 billion years, and it would seem
two of these are occurring right now in the space of a single lifetime:


	Big Bang
    After centuries of research and efforts by thousands of scientists
it would seem our best guess at the beginning of the universe is the
Big Bang. Based on evidence gathered this seems to have happened
13.5 billion years ago. All energy and matter seem to be the result
of a massive explosion centred on a single infinitesimally small
point. What came before or what caused the Big Bang no one knows.

  

  	Life
    Approximately 3.5 billion years ago, on our planet Earth, life
formed. Inanimate matter organising to reproduce, signal and
communicate. A complex interplay between DNA, RNA and amino acids
producing all known life forms, including us humans. No one knows
precisely how the first simple life forms came to be. No one knows
whether there is life beyond planet Earth.

  

  	Sentience
    Matter studying Matter. It is an intriguing concept: collections of
atoms consisting of protons, electrons and other exotic forms of
matter studying the behaviour of protons, electrons and other exotic
forms of matter, following the trail through to the beginning of
time. Humans are the only known life form able to study the nature
of life and existence. Modern humans have been around for only about
60,000 of the previous 13.5 billion years, with serious collective
effort at studying the nature of existence and the universe around
us only since the previous 500 years or so. Sentience is definitely
having an impact on our small patch of the universe.

  

  	Directed Evolution
    Via the process of evolution life has evolved from single celled
bacteria to the millions of life forms in existence now, including
us humans. This process occurred incredibly slowly via the natural
processes of evolution and natural selection. Genetic mutation and
reproduction occurring by chance with not a thought for the required
genetic and biological changes needed to increase chances of
survival. Now for the first time humans are able to direct
evolution, not by selective breeding but through the direct splicing
and combination of the required genetic material for the desired
effect. The impact of directed evolution could make a mockery of the
3.5 billion years of natural evolution to date within short order.
This is an intriguing and somehow frightening thought.

  

  	Non-biological life and non-biological sentience
    Signals are being processed by silicon. Logical programming
constructs are being combined in an evolutionary fashion. Are the
agents of Tierra, the artificial life simulator, alive? The Internet
of things will soon combine billions of eyes and ears into one
global signalling system. Expert systems are able to drive a car,
provide directions when asked and execute simple medical procedures.
What will we have when we combine these systems into one? A system
that has access to all knowledge, can drive cars, execute medical
procedures, beat anyone at chess and any other strategic game and
recall any fact or make almost any correlation between facts
instantaneously. Is life spreading from biological “wetware” into a
flexible combination of reproducible hardware and software? The
answer will most likely arrive sooner than we expect. Directed
Evolution is a reality, with non-biological life and non-biological
sentience fast approaching.

  


Yes, the world as we know it is experiencing unprecedented change at an
unprecedented rate. We are in a state of Constant Revolution. The
primary forces at the root of this state of Constant Revolution are:


	Moore’s Law
    From Wikipedia: “Moore’s law is the observation that, over the
history of computing hardware, the number of transistors on
integrated circuits doubles approximately every two years. The
period often quoted as ‘18 months’ is due to Intel executive David
House, who predicted that period for a doubling in chip performance
(being a combination of the effect of more transistors and their
being faster).”


    The introduction of nonhuman computing power is having an enormous
impact on the world. We are essentially extending our brains and
bodies. We started from a very low base, but still computing power
is increasing at an exponential rate, therefore we are effectively
extending our brains and bodies at an exponential rate. We are
already achieving significant extension capabilities for our brains
and bodies, but the scope and range of extension over the next 5-10
years will be enormous.

  

  	Digitisation
    Every form of information and communication is being digitised at
pace. There is not much left of the analogue world. Music, radio,
television, books, educational content, photos, maps and money have
been transformed into digital bits and bytes.

  

  	Information access and communication
    Smart mobile devices which allow instant access to digitised
information anywhere on the planet are spreading faster than any
technology ever before. It is doing in 20 years, maybe less, that
which took Gutenberg and the printing press many centuries to
achieve. These devices are also used for communication and
coordination. The cost of communication across any distance is
rapidly dropping to essentially zero.

  

  	Cloud computing and cloud services
    The promise of ubiquitous computing switched on and off and
decreased and increased just like electricity is here. Designing,
developing and launching revolutionary services that combine digital
information of all types with instant global access is easier than
ever before. Many services are having their initial revolutionary
launch within weeks of the concept being dreamed up by students in
their dorm rooms.

  

  	Disintermediation
    Middlemen be wary. From brokers to video stores to recording labels
to newspaper classifieds to what next? With instant global access to
information business to business, consumer to business and consumer
to consumer transaction costs have plummeted. Are teachers and
university professors next? Banks? Political parties?

  

  	Decentralisation and Centralisation
    One used to call a number at a newspaper and place a classified ad.
They would collate all the classifieds and publish them in their
newspapers. There were 1000’s of newspapers doing this. Now global
platforms have been created where folks place their own ads.
Massively centralised platforms and decentralised self-organising
communities of interest. Wikipedia is a massively centralised
encyclopaedia yet it was created and is maintained and expanded in a
massively decentralised manner. We used to call our brokers too. Now
there are massively centralised trading platforms available to a
decentralised investor community.

  

  	Autonomation
    Humans and machines working together seamlessly. Expert systems able
to do white-collar work. The self-driving car. 3D printing. Baxter
the human friendly robot and its derivatives about to disrupt the
industrial robotics industry and many forms of remaining manual
labour.

  


The world has sped up. Lewis Carroll in Alice in Wonderland thought an
outlandish notion was:



  “Sometimes I believe in as many as six impossible things before
breakfast.”



A more appropriate quip for today’s world might be:



  “Sometimes as many as six impossible things occur before breakfast”



Transaction costs


How is this world of Constant Revolution impacting the world around us?


All forms of human endeavour have an associated transaction cost.


How much effort is needed to find financing for a new business? How easy
or hard is it to work together to produce a global encyclopaedia? How
difficult is it for thousands to work together to create free software
for the world? The factors underlying our current state of Constant
Revolution are drastically reducing the transaction costs associated
with all manner of human endeavour.


Therefore many industries are being disrupted and disintermediated.
Newspapers are closing shop, Borders bookstores has gone bankrupt, GPS
devices are becoming superfluous as they are integrated into
smartphones, Khan Academy and educational ventures such as Coursera are
exploring new means of education at pace etc. etc.


Due to these rapidly falling organisational transaction costs we are
able to organise communities, cities and countries in a profoundly
different manner, whilst still being efficient, and in many cases much
more efficient than current societal structures.


Before we look at the new forms of societal organisation available to
us, let’s first look our current primary forms of societal organisation,
how the various components of our societal system function and where we
have systemic shortcomings and dysfunctions.





How do countries work in 2013?


What is the point of a country? Why do we have all of these human
logical constructions called South Africa, United States of America,
Japan, Kazakhstan? How did they come about?


Countries are the natural result of humans trying to work together
better. Humans have increased the scope of their co-operative activities
since time immemorial: from bands of hunter gatherers to tribes to
religious groupings to kingdoms to empires to countries.


The evolution has been haphazard, but the underlying purpose has been to
enable co-operation on a greater scale, such as enabling economies of
scale via division of labour and specialisation of skills.


Coordination and cooperation to what end? All human endeavours exist in
order to fulfil these three basic needs:


	Sustenance
    to provide each of us with enough food and drink so as not to be
hungry or thirsty

  

  	Safety
    safety from each other and safety from the elements

  

  	Joy
    the enjoyment of good health; the enjoyment of each other’s company;
the enjoyment of raising and teaching our children and youth; the
enjoyment of art in all its forms; the enjoyment and appreciation of
our surroundings; the enjoyment of discovery and shared
understanding; the enjoyment of achieving individual and shared
goals

  


Note that human endeavour is not a means to an end. We do not exist to
work. This is not reflected very well in the societal structures of most
countries around the world. An independent observer would most likely
conclude that the purpose of life is to work and that joy is a hindrance
to greater levels of production. We exist for the experience of joy, and
the prerequisites are safety and sustenance. In our quest to meet our
needs our activities can be categorised as follows:


	the production, distribution and consumption of sustenance, safety
and joy
    We are producing, distributing and consuming food and drink. We
build and live in houses and other structures. We police our
streets, uphold and enforce the law and run prisons. We obtain and
process the materials needed to produce, distribute and consume
sustenance and safety.

  

  	the coordination of our actions so that we can achieve the above
together
    Our primary means of coordination are the financial services
industry and all of law not directly related to safety from each
other, such as contract law. We cannot eat money, we cannot drink
health insurance, health insurance cannot heal us, an employee
contract does not provide us with joy. These structures, agreements
and activities enable us to cooperate in order to fulfil our needs.

  


The structures enabling our co-operation are failing at many levels. The
aim of this book is to foster the understanding and adoption of more
efficient means of co-operation toward achieving our shared goals of
sustenance, safety and joy.


So how do countries work? Let’s see.


Government, democracy and politics


We are not ruled by hereditary kings anymore. We are “ruled” by
political parties and coalitions of political parties, though the word
rule applies in a much weaker form due to the constraints imposed on
rulership via laws.


Anyone can and is free to form a political party. Every few years
citizens vote which political party is allowed to be in charge, or
failing an outright majority, the proportion of power awarded to each
party by voters, leading to negotiation between parties to form a
coalition with enough representation to form a government.


The political parties in charge, government, have a reasonably good
incentive to be “good kings” since they wish themselves or their parties
to be re-elected. In addition the threat of incarceration and public
disgrace provides incentive to our elected rulers to not break the laws
of the country.


The manner in which government finances itself is through taxation.
Government levies income tax from employees, company tax from companies,
value added tax as companies create value from input materials and as
end customers purchase the goods, inheritance tax and a myriad other
forms of tax. This tax is then used by government to pay salaries to
those selling their skills and labour to government as well as for the
provision of shared goods and services to the general public.


Various levels of government exist, from national to provincial to
municipal to local wards. Taxes and service fees are collected at
various levels and services are coordinated and provided at various
levels of government.


The rule of law


All social mammals share the characteristic of social norms: what is
“good behaviour” and what is “bad behaviour”. What is allowed and what
is not allowed? Throughout all of human history there have been
agreements on how we live together. From tribal custom to the tenets of
religion to the edicts of kings to the courts we have today.


Underpinning all the various forms of explicit behavioural agreements
between humans are our evolved behaviours and norms. Why do we have
friends? Why do we help strangers with no possible way of them returning
the favour? Why do we have feelings of pride, shame, honour, trust,
suspicion, respect, contempt, love?


Well, we evolved to have these feelings. As the human species devoted
more and more of its bodily energy toward support of an ever larger and
more capable brain, evolution in turn shifted from improvement of purely
physical traits toward improvement of computational capability and
social, co-operative behavioural traits.


We evolved these feelings simply because humans can achieve more
together than we can individually. But how best to go about it? How to
strike the right balance between working together and helping others
while still looking out for No. 1? Feelings. Emotions. That’s how. 
Feelings are our everyday guide in continually making the right
decisions on what social behaviour will lead to the greatest reward for
ourselves as well as those around us.


The majority of this evolutionary behavioural development took place on
the African Savannah 1000’s and 1000’s of years ago – small hunter
gatherer communities with a clear shared goal – to survive and thrive.
In these tough times individuals perceived by close community members as
clearly too lazy, dishonest, arrogant, unreliable, mean etc. found it
very, very difficult to survive. Our internal policemen, feelings, guide
us to ensure we as individuals, as well as groups, act in our joint
interest. Over many centuries our evolved social norms have been
captured and vastly expanded into an explicit set of laws governing all
in the countries which we live in:


	What are we allowed to do and what we are not allowed to do?

  	Who can apply violence and under which conditions?

  	Who can incarcerate and under which conditions?
    It means our courts will act against someone that tries to take
something that legally belongs to us or tries to use it without our
agreement. If found guilty the perpetrator may have to pay a fine or
may even be incarcerated for a period of time.

  

  	Private property can be inherited. Thus ownership persists across
generations.

  	Private property can be sold, and bought and sold again on a myriad
of marketplaces.

  	Some things we may own and other things we may not own:
    	we may not own each other. Slavery is illegal.

      	we may not own rivers

      	we may own property

      	we may own buildings and other structures erected on property

      	we may own the rights to minerals under a specific property and
may own the minerals if we can get to them

      	we may own the rights of usage of a certain shared resource such
as the rights to use a certain amount of water from a river

      	we may own intellectual property via copyright or patent law
such as owning the rights to a book, a song or a technique or
technology to create value in society

    



We may also own companies or shares in companies. Let’s look at this
aspect of our country.


Private enterprise


There are a number of ways to earn a living in South Africa. All of
these involve the attainment of money, the nature of which will be
covered in more detail below. One can:


	sell one’s skills and labour
    We all possess a certain combination of skills and the ability to
perform labour. Others pay us to perform work for them. Folks that
earn their money in this manner are mostly known as employees. This
can take the form of programming computers, working with others to
build a house, driving a truck to transport goods, teaching
children, sweeping streets, collecting rubbish, a cashier at a
retail store to being the mayor of a city.


    The general rule that applies is: no work no pay. Most employees
have monthly obligations that require them to gather money in order
to cover those obligations. The only way in which they can gather
the needed money is to earn it by selling their skills and labour.
Should they not find anyone willing to pay them for their skills and
labour they will in short order experience pain in the sense of
reduced joy, reduced safety and possibly reduced sustenance.


    The overwhelming majority of people in society earn a living in this
manner, by being employees of a company.

  

  	start and operate a company
    Companies owned by private individuals are our primary means of
organisation in order to provide for the needs of our society in
terms of sustenance, safety and joy. The types of companies that can
be formed are for-profit, non-profit and cooperatives. The
overwhelming majority of companies are of the for-profit type.


    An individual or group of individuals may identify the need for a
certain product or service in society related to the provisioning of
sustenance, safety and joy. They then form the required legal
entity, a company, in order to provide such product or service to
society. The individuals that start the company also own the
company. Based upon the money or skills provided by each of the
individuals they agree between themselves how much of the company is
owned by each individual. They then act together via the company
entity to purchase the required raw materials, employ those with the
required skills and labour, organise the employees to produce the
required product or service with the obtained materials needed, add
a markup to the input costs of producing the product or service,
market and sell the product or service to others in society thereby
earning the markup amount as profit.


    In this instance the profit earned is the manner in which the
individuals that own the company gather the money needed in order to
pay for their joy, safety and sustenance. This is not strictly true
since there are many for-profit companies that never actually
generate a profit. In these instances the owners of the company pay
themselves a salary as they would their employees, but work hard to
exploit tax loopholes so as to provide more of their sustenance,
safety and joy before being taxed.


    The kind of company formed may also be a non-profit company. In this
instance there is a very direct connection between the company and
some societal need. The goal is not to create as much profit as
possible but to provide the need to society whilst rewarding those
that provide the need to society with enough money so that they can
in turn obtain their required sustenance, safety and joy.


    A cooperative is another form of company. Unlike a non-profit
company a cooperative may earn a profit. Some of the primary
differences between a cooperative and a for-profit company are:


    	instead of being contracted employees those that provide their
labour and skills to the cooperative are actual members of the
cooperative

      	every member of the cooperative has an equal say in the
operation of the cooperative, the remuneration of those in the
co-operative and in some cases also an equal share in the
co-operative

      	there can be no silent shareholders, every member of the
cooperative is expected to provide services to the cooperative

    


  	Earn money from the possession of private property
    The interesting aspect of earning money from the possession of
private property that legally belongs to you is that one does not
necessarily need to provide any labour in order to earn such money.
Folks that earn their money in this manner are mostly described as
capitalists, due to their earning a living from their property, or
capital. One can earn rents as others live in, use or farm on your
property. One can earn dividends from shares owned in a company
without having to provide any labour or skills to the company.
Another interesting possession from which one can earn a living is
the possession of money since interest can be earned on lending the
money to others.

  


The media


The power to rule, influence and control human affairs has been vested
in many different institutions over the centuries. These have been
described as the various states that can exert power as follows:


	the first estate – we used to be ruled by kings and queens and their
fawning aristocracy

  	the second estate – religious orders of various kinds worked with
the aristocracy to control and rule human affairs

  	the third estate – the brave martyrs of the French and other
subsequent revolutions toward democracy gave the general public a
say in what happens in their world

  	the fourth estate – questioning one’s rulers used to be punishable
by death. With the advent of democracy and the invention of the
printing press freedom of speech developed. Those which investigate
and report on the affairs of government and society in general are
now generally known as the media. They are the eyes and ears of the
general public continually searching out instances of abuse of
power.

  	the fifth estate – this is a new entrant. With the advent of social
media everyone is becoming a reporter. We can all share information
regarding the abuse of power. As witnessed during the occurrences of
the Arab Spring the direct and efficient sharing of information
between vast amounts of citizens is a very powerful thing indeed.


Thus the media in all its forms plays an important role in exposing the
abuse of power as well as the pros and cons of governmental policy such
that the law can run its course and voters elect the best possible
government.


The financial services industry


The primary purpose of the financial services industry is in enabling us
to work together to produce value for each other. The financial services
industry provides us with a set of tools enabling us to better
coordinate activities between us and to respectively track the
contribution of value to society and consumption of value from society.
This is the current situation, which is very different from the history
of the financial services industry.


The primary tool of the financial services industry is money. The
complete and detailed account of the history and evolution of money is
outside the scope of this book. What follows is a very short version of
a fascinating tale. For more information check out Niall Ferguson’s book
“The Ascent of Money”.


From barter to mediums of exchange


Since time immemorial humans have been exchanging goods with one
another. If we think back to human history and how we have moved from
bands to tribes to kingdoms to empires to countries we see that the
volume of goods exchanged increased exponentially. Hunter gatherer bands
did not explicitly trade goods and services in their own band. Most
goods were produced together and consumed together with the primary
division of labour being between men and women, old and young. The same
largely applies to tribes. Trade occurred between bands or between
tribes where there was no existing relationship of shared trust and
shared community. Think about Christopher Columbus trading with the
locals for sustenance and other required raw materials, giving jewellery
or other trinkets in return.


In most cases money as we know it developed in conjunction with
agriculture. As humans were able to produce more food than they could
consume directly it enabled other folks to focus on things other than
gathering or producing food, such as craft production.


For instance in Egypt those producing a surplus of grain were provided
with clay tablets marking how much grain they deposited in central
storage and when. They then had a claim on their grain. This claim could
then be traded with someone else: if you give me shoes, clothes and this
beautiful necklace I will give you this claim on grain which you can
then hand in at central grain storage to claim the grain, or you can in
turn trade this official clay tablet with others for something that you
want. Suddenly the clay tablet now enables the exchange of goods and
services.


The clay tablets are what is known as commodity money: a small object
that can easily be exchanged and carried around with some form of
marking to indicate a claim on a certain commodity.


Another form of commodity money is where the objects which are used to
exchange goods and services do not represent a claim on some other
commodity but are actually the valuable commodity itself. This is the
case with gold and silver coins. Coins of different types and sizes were
produced in order to exchange value flexibly. One also had to be sure
that the coin was not a fake, that what looked like a gold coin really
was a gold coin and that it really was 5 ounces of gold and not 3 ounces
of gold. Most kingdoms and empires had a central authority that created
the various types and sizes of coins from the underlying commodities and
stamped each with some official stamp of approval.


Money also allows us to create value now and then decide when we want to
get value from others in return for the money. This is similar to
gathering food when the going is good and storing it for the cold winter
when food is scarce. In the same way we can store coins for later use.


Credit Clearing


Another form of value exchange is possible. If members in a certain
community repeatedly trade with one another they can do so with IOUs as
opposed to trading with the actual commodity money itself. The cobbler
needs bread. Instead of giving the baker a small silver coin in exchange
for the bread, the baker notes that the cobbler owes him a small silver
coin. This may be repeated for a number of days until such time as the
cobbler owes the baker 10 small silver coins. The baker may now require
a pair of shoes. They agree that the value of a pair of shoes is 20
small silver coins. The baker deducts the 10 small silver coins owed him
by the cobbler and the cobbler in turn notes that he is now owed 10
small silver coins by the baker. Over the next 10 days the cobbler gets
his daily bread from the baker with the baker and the cobbler agreeing
that one less small silver coin is owed to the cobbler for each bread
collected. At the end of the 10 days neither the cobbler nor the baker
owes each other any money.


What is essentially happening is that the cobbler and the baker are
extending each other trading credit and clearing such credit based upon
who is providing value for whom. What is interesting to note is that the
cobbler and baker do not really need to own any silver coins in order to
exchange value between each other. They are merely using the concept of
a silver coin in order to track how much value has been traded and who
owes who and how much at any point in time. This is known as credit
clearing.


The Baker would understandably be hesitant to give credit to a complete
stranger in town that is only passing through. When would the credit be
settled? If the stranger could really give the baker a small silver coin
for the bread the baker need not be concerned.


Thus credit clearing requires a level of trust and a means of tracking
who owes who, which is not the case with coins or commodity money.


The three functions of money


From the previous section the most used description for the functions of
money become clear:


	a medium of exchange
    The coins represent a certain amount of value. We provide goods and
services in exchange for coins and then in turn exchange those coins
for goods and services that we need.

  

  	a store of value
    Once we have provided goods and services in exchange for coins we do
not have to immediately exchange those coins for other goods and
services. Thus money is a store of value.

  

  	a unit of account
    How do we compare the value of different goods and services? Is a
loaf of bread worth more than a pair of shoes? If not how many
loaves of bread would be needed to equal the value of a pair of
shoes? Is a Ferrari worth more than a Toyota? How many loaves of
bread would I need to buy a Ferrari? How can we easily compare the
value of one good or service to the value of another good or
service?


    Once we have an agreed object as a store of value which we are all
prepared to exchange with each other for goods and services, we can
express the value of every good and service as a certain number of
the agreed objects. Thus the value of a loaf of bread may be
expressed as one silver coin, the value of a pair of shoes expressed
as 20 silver coins, the value of a Ferrari expressed as 100,000
silver coins. Now we can easily see that the value of 20 loaves of
bread equals the value of a pair of shoes and that 5000 pairs of
shoes equals the value of a Ferrari.


    In the credit clearing example no actual coins were used or stored,
but because the baker and the cobbler are very used to expressing
the value of different goods and services in terms of silver coins,
they express the value which they exchange between each other in
terms of silver coins so that they can easily track who owes whom.

  


From commodity money to fiat money


An interesting side effect of using a certain commodity as a medium of
exchange is the following: if you want to enable the exchange of ever
more goods and services between an ever growing population, you need
more of the commodity to support the exchange process. Gold and silver
coins were a medium of exchange in the 1500s in Europe. This is why the
conquistadors of Portugal and Spain obtained and shipped as much gold
and silver as they could lay their hands on back to Europe for the
minting of coins in order to wage war and enable the exchange of an ever
expanding range of goods and services.


Moving vast quantities of gold around is not very practical. A solution
was to retain the gold in storage and provide a deposit slip
representing a claim on the gold. The result of this was paper money as
it was known until 1973. Paper money was printed by governments around
the world. Private financiers that owned gold and silver also loaned
money representing the gold to governments in order to wage war. In one
of these instances in England a deal was struck whereby private
financiers were given the sole right to print paper money in exchange
for providing government financing to wage war. This was how the fist
central bank in the world was formed. More detail is outside the scope
of this book.


The central banks of governments around the world collected gold and
printed money to represent the gold, providing the paper money as a
medium of exchange with the paper money representing the gold in
storage. Thus in effect currency was gold. On the paper notes was a
promise from central banks to pay the bearer of the note the amount of
gold represented by the paper note upon request.


As populations and economies around the world expanded governments
struggled to collect enough gold to back the paper money, especially in
times of war. Most countries adopted the Bretton-Woods system, which set
the exchange value for all currencies in terms of gold. However, since
the U.S. held most of the world’s gold, many countries simply pegged the
value of their currency to the dollar, thus making the dollar the
defacto world currency. Gold was set at $35 per ounce.


The Bretton Woods agreement meant that central banks had to maintain
fixed exchange rates between their currencies and the dollar. They did
this by buying their own country’s currency in foreign exchange markets
if their currency became too low relative to the dollar. If it became
too high, they’d print more of their currency and sell it. Even though
the dollar was still worth 1/35 of an ounce of gold, most countries no
longer needed to exchange their currency for gold. The dollar had
replaced it.


As the US economy expanded and population continued increasing, the US
struggled to collect enough gold to represent the US dollars in
circulation so that an increased amount of value could be exchanged
between citizens as they went about their business.


In 1971, gold was re-priced to $38 per ounce, then again to $42 per
ounce in 1973. As the dollar devalued, it motivated people to sell their
dollars for gold. Finally, in late 1973, the U.S. government decoupled
the value of the dollar from gold altogether. The US dollar then became
known as a fiat currency or fiat money. Fiat money is money that derives
its value from government regulation or law, and is not backed by an
agreed commodity held in storage. The term fiat currency is used when
the fiat money is used as the main currency of a country. The term
derives from the Latin fiat: “let it be done”, or “it shall be”. All
countries and currencies around the world followed suit.


What is money now?


Money is simply a scoring system, a tool we use to organise our
activities, a way of keeping track what value is being created and
exchanged in society. This is covered in more detail next as we look at
our current South African monetary system.


South African Monetary System


Money as it exists today is the scoring system enabling the global game
of human co-operation.


Money is not the paper and coin that you carry in your wallet. Money is
the numbers stored in computers, in the computers operated by banks. We
only use physical money when the computers we need to process our mutual
social scores are not around.


How does this play out in South Africa?


Employers evaluate the work and capabilities of employees and decide how
many points to award each employee based on the value they provide.


This enables employees to buy groceries and other products and services
which they need in order to obtain sustenance, safety and joy. 
Employees evaluate goods in the market, for instance in a grocery store,
and their value expressed in points (price tags/stickers) and determine
whether they are worth the points the employees had to work hard for. If
so they collect the goods and at the checkout hand over some of their
points to the shop, mostly via computers that keep the score.


We are all exchanging points in the game of human co-operation:


	Employers evaluate the value provided by their employees and in
return give them a certain amount of points every month.

  	We as individuals, or consumers, now buy goods and services from
others with the points that we have earned.


Money can be seen as the magic beans that enable co-operation, or as our
oxygen of co-operation. Imagine that tonight all the notes and coins in
South Africa are confiscated and that all the balances on all the bank
accounts in South Africa are zeroed. How would you now obtain petrol for
your car? How would you purchase food? How do we know who should be able
to obtain a Ferrari and who should not? Without the co-operative oxygen
which we call money our society would come to a halt, with all of us
having much greater difficulty in co-operating to provide each of us
with the sustenance, safety and joy we need. Money, the scores we keep
in cash and on electronic accounts, is co-operative oxygen. No
co-operative oxygen, no co-operation.


Money in conjunction with the societal systems and norms in place
enables the following in society:


	money enables strangers to provide products and services to each
other without a relationship of trust existing between them

  	money is a proxy representing the amount of value that an individual
has provided to society and therefore how much value that individual
can obtain from society in return


The value that a garbage collector provides to society is not seen as
very high. Anyone can pretty much replace anyone else as a qualified
garbage collector. Therefore the number of points that we provide to a
garbage collector is not much which in turn means that a garbage
collector cannot obtain much value from society in return for collecting
our garbage. A garbage collector will not be able to buy a mansion or a
Ferrari since he or she will not have enough points or cooperative magic
beans.


The CEO of a large corporation is deemed to provide a lot of value to
society and is therefore rewarded with a substantial amount of points or
cooperative magic beans. It is deemed that the CEO of a large
corporation is not easily replaceable and therefore they should be
rewarded greatly for their special qualities. Therefore CEO’s are able
to use a substantial amount of the points awarded to them in order to
purchase mansion or Ferraris.


Thus our bank balances and assets are intended to be representative of
the value which we provide to society. Thus when the garbage collector
and the CEO walk into a Ferrari dealer, both dressed and looking pretty
much the same, the Ferrari dealer looks at their bank balances to
determine who can obtain the Ferrari. By looking at their bank balances
the Ferrari dealer is actually determining whether others in society
believe that the garbage collector or CEO deserve a Ferrari. Thus our
current monetary system in conjunction with societal structures and
norms is expressing via a bank balance that a garbage collector does not
deserve a Ferrari.


We do not verify anything about the person we are dealing with other
than their bank balance in order to determine whether they deserve a
certain good from society or not. Our dealings with one another have
become very impersonal.


Banks and money


Where does money come from? Who creates it? Banks create money and banks
destroy money. Let’s see how.


Banks have two primary means of earning income:


	interest bearing income

  	non-interest bearing income


These two types of income largely support two types of societal
co-operation:


	asset creation

  	consumption: the exchange of non-durable goods and services


How do these differ? Let’s look at consumption or the exchange of
non-durable goods and services first. This involves the use of existing
assets such as farm machinery, trucks, roads, buildings, houses etc. in
order to provide each of us with our daily sustenance, safety and joy.
This is the level of exchange supporting the consumption of goods and
services. Growing and distributing basic foods to shops and restaurants,
preparing, serving and consuming the food, removal of waste and the next
day starting again with distributing the food etc.


We are not creating new assets in this process, merely using existing
assets, non-durable goods and our labour to provide each other with the
sustenance, safety and joy we need each day. We use money to co-ordinate
our actions as we work together providing services for each other.


Asset creation is of course the opposite, in the sense that we do not
normally directly consume assets. We create them in order to ease the
provision and consumption of non-durable goods and services.


Interest bearing income and asset creation


In terms of interest bearing income the banking industry can largely be
described as societal business case evaluators and managers. What does
this mean?


It boils down to asset creation: how does society decide which new
assets to create? These assets can be new fast food outlets, new petrol
stations, new factories, houses, offices, shopping centres etc.


Our primary means of co-operation in the creation of assets is via the
creation, exchange and destruction of money, facilitated by banks. This
is how it works:


	An entity in society, be it a person or group of persons via a
company, believe that a certain asset will provide value to society.

  	The entity goes to a bank and presents the business case for the
creation of the asset. The entity must convince the bank that the
business case is sound. In the case of business financing the bank
must be convinced that once the assets needed by the business have
been created, that citizens will purchase the products and services
produced using the assets, and that costs will be low enough in
order to turn a profit in order for the loan to be repaid. In the
case of personal financing for purchasing a house or other asset,
the bank must be convinced that the individual will be able to sell
their labour and skills to employers and will thus be able to repay
the loan.

  	If the bank is convinced a contract is signed: the bank will create
the money needed and the entity agrees to pay back the money plus
interest over a period of time. A debt has been created. The entity
now owes the bank money. The bank creates the requested amount of
money and the entity then uses the newly created money to pay others
in society for the creation of the assets needed by the business.
The bank may also have created enough money in order to procure the
initial materials needed to provide the service, for example stock
and employment of staff. In the case of a mortgage the architect,
developer, construction workers etc. are paid to construct a house.

  	Once the asset has been created the business must compete against
others in society for the money needed to pay back the loan. It must
market, produce and sell its good and services and do so in an
efficient way so as to generate a profit to pay back the loan. The
charging of interest on the loan amount outstanding incentivises the
entity to pay back the loan as soon as possible.

  	Each time a portion of the principal loan amount is paid back, the
bank and the entity are actually destroying money. How? Money was
created and spent into society as the asset was created, and now
goods and services provided using the asset turn a profit, with a
portion of the profit being taken out of circulation and paid back
to the bank. Thus money is removed from circulation and paid back to
the bank.

  	Once the loan + interest has been paid off the original money that
was spent into circulation has been completely removed from
circulation.

  	The bank earns an income via the interest charged on the loan.


Banks earn their money by charging interest on the loan. If the business
case does not pan out the bank must do the best it can to salvage the
situation and break even or reduce losses. If the business case does pan
out and the loan is repaid banks earn their interest. Thus banks are
rewarded if they evaluate societal business cases well and penalised
when they do not.


Thus the concept is that money for new asset creation is created via
debt and as the asset provides value to society that the repayment of
the debt destroys the money again. The idea is not to create too much
money for frivolous expenditure or speculation since too much money
leads to inflation and asset bubbles. More on this later.


Non-interest bearing income and the exchange of goods and services


A significant proportion of our economy does not involve the creation of
new assets. We do not only build new roads, new homes, buildings etc. We
also simply use existing assets in combination with our skills and
labour to provide each other with the sustenance, safety and joy that we
need.


For this we also exchange money. Think of all the salaries that are paid
each month and the goods and services that are purchased each month.


The majority of salaries are paid electronically and the majority of
goods and services are also paid for electronically. The banking sector
provides us with the computers and devices needed to exchange value
between us electronically. In exchange for providing this infrastructure
banks charge us transaction and account fees.


Thus banks provide us with two primary services: managing the business
cases for societal asset creation and providing the infrastructure
needed for us to exchange value with ease. We use money to coordinate
and enable both of these societal activities.


Inflation and scarcity of money


A side effect of using money to coordinate societal co-operation is that
the quantity of money available as well as the motivations behind the
creation of new money impacts our willingness to coordinate as well as
what we coordinate toward.


Imagine that we could all print money at home. If there were anything we
wanted we could just print the money needed and go and purchase the
item. Ferraris are quite popular so let’s use that as an example. If
each Ferrari costs R2 million everyone that wanted a Ferrari could just
print the R2 million at home. We would soon have billions of rand
printed. Unfortunately there are only a number of Ferraris in existence.
Therefore some of us may print 10 million Rand as payment for a Ferrari.
Those that have Ferraris would wait for the highest bidder before
selling. Since we could all print money we would continuously outbid
each other in order to purchase the Ferraris available. Pretty soon a
Ferrari would cost R1 billion. If we applied this to everything
available in society whereby we could all just print the money we needed
to purchase anything we could possibly want we see that money would
become an unreliable means of exchanging value.


How would we be able to tell what something is really worth in
comparison to something else? We would be unable to trust the amount of
money that someone would be prepared to pay for an item as an accurate
reflection of the value of that item. Thus we would not be able to make
sensible exchanges of value between each other using money. Therefore we
cannot all print money at home.


How much money must be available? In theory the amount of money
available must be just enough in order to:


	ensure that each needed exchange of value not related to the
creation of a new asset is enabled

  	facilitate the creation of new valuable and valid societal assets
such as roads, supermarkets, houses, office buildings, farming
machinery et cetera.


Some thought experiments should make this clearer.


Imagine that only R1000 was available to support the exchange of value
between all the people in South Africa. The R1000 is available as 1000
individual one rand coins. The only way in which we could provide each
other with goods and services is via the exchange of these one rand
coins. If 1 million of us would be prepared to use their skills and time
to cook food for the rest of us how would we reward them? It is clear
that there must be enough money available in order for us all to partake
in the many millions of exchanges of value between all of us on a daily
basis.


Further imagine that there is just enough money in circulation to
support the exchange of our skills and labour used in conjunction with
existing assets. There may still be some of us with the skills and the
time needed available to create new assets for society. Where would the
money come from to reward the ones that apply their skills and free time
to the creation of new societal assets?


As we saw earlier the role of creating new money for societal asset
creation has been delegated to banks. How can we be sure that banks do
not create too much money? Via the Reserve Bank of South Africa.
Supposedly, but more on that later. The rate at which we create money is
managed by the South African Reserve Bank in conjunction with banks.
Using various monetary techniques such as open market operations the
Reserve Bank incentivises or de-incentivises banks to create more or
less money and in return incentivises or de-incentivises those that need
money from banks to take the risk of starting new ventures or
constructing new assets. Similar techniques are used by the central
banks of just about every country in the world. The details of these
techniques are outside the scope of this book. What is worth noting is
that sometimes the tail wags the dog. What is meant by this is that
often times banks are pretty much in control of how much money is
created with the Reserve Bank doing whatever it needs to in order to
ensure that banks keep on creating money and lending it out.


Since we have only one form of co-operative oxygen, namely South African
Rands, with very limited ability for the Reserve Bank to direct the
application of such created co-operative oxygen, the only way to combat
inflation is to ensure that co-operative oxygen is held artificially
scarce.


This has severe negative consequences for our ability to collaborate and
coordinate together toward a life of abundant safety, sustenance and joy
for all.


Interest


As described earlier the primary means through which new money is
created is via bank lending at interest. Companies and individuals that
want to start a new business, expand an existing business or build new
infrastructure largely obtain their funding by lending from banks, which
in turn essentially create the money needed and start charging interest.
Not even our government itself can create money. It must also borrow
from banks, with the banks in turn again creating the money out of thin
air for government to lend, and then charging government interest on the
money that has been created. Does this not seem like an odd and
round-about way of creating the co-operative oxygen we need? Worse, the
effects of this debt and interest model are pervasive throughout our
society.


In researching and working on this book I have come to more clearly
understand the underlying reason for our use of the concept called
interest. Interest enables us to reduce organisational transaction
costs. Money is our primary enabler of cooperation. Understanding the
intricacies and risks associated with every cooperative venture has been
entirely impossible with the information and communication capabilities
available during the last 5000 years or so. Thus interest is the
middleman. I do no care what your business is, all I want is a 5% return
on my money. Thus interest enables societal collaboration on a broad
scale, with most of interest manifesting itself as banks perform their
primary role of societal business case evaluation and management.
Interest in practice has some unintended negative consequences though.


Interest forms the basis of the highly competitive nature of our society
and in no small part contributes to the amplification of the more
negative attributes of our human nature. How? By creating societal
winners and losers. Here is a simplified example illustrating the effect
of interest by Bernard Lietaer:



  “Once upon a time, there was a small village where people knew nothing
about money or interest. Each market day, people would bring their
chickens, eggs, hams, and breads to the marketplace and enter into the
time-honoured ritual of negotiations and exchange for what they needed.
At harvests, or whenever someone’s barn needed repairs after a storm,
the villagers simply exercised another age-old tradition of helping one
another, knowing that if they themselves had a problem one day, others
would surely come to their aid in turn.




  One market day, a stranger with shiny black shoes and an elegant white
hat came by and observed the whole process with a knowing smile. When
one farmer who wanted a big ham ran around to corral the six chickens
needed in exchange, the stranger could not refrain from laughing. “Poor
people,” he said. “So primitive.” Overhearing this, the farmer’s wife
challenged him: “Do you think you can do a better job handling
chickens?” The stranger responded: “Chickens, no. But I have a much
better way to eliminate all the hassles. Bring me one large cowhide and
gather the families. I will then explain this better way.”




  As requested, the families gathered, and the stranger took the cowhide,
cut perfect leather rounds in it and put an elaborate stamp on each
round.




  He then gave ten rounds to each family, stating that each round
represented the value of one chicken. “Now you can trade and bargain
with the rounds instead of those unwieldy chickens,” He said. It seemed
to make sense and everybody was quite impressed with the stranger.




  One more thing,” the stranger added. “In one year’s time, I will return
and I want each of you to bring me back an extra round, an eleventh
round. That eleventh round is a token of appreciation for the
improvement I made possible in your lives.”




  “But where will that round come from?” asked the wife.




  “You’ll see,” replied the stranger with a knowing look.




  Assuming that the population and its annual production remained exactly
the same during that year, what do you think happened? Remember, that
eleventh round was never created; it was never cut from the cowhide.




  As the stranger had suggested, it was far more convenient to exchange
rounds instead of chickens on market days. But this convenience had a
hidden cost: the demanded eleventh round generated a systemic undertow
of competition among all the participants. One out of every 11 families
would have to lose the equivalent of all its rounds, even if everybody
managed their affairs well, in order to provide the eleventh round to
the stranger.




  The following year, when a storm threatened some of the farmers, there
was an atypical reluctance to assist neighbours. Families were now
wrestling one another over that eleventh round. The introduction of
interest-bearing money actively discouraged the long-standing village
tradition of spontaneous cooperation.



As this tale illustrates the charging of interest by banks promotes
competition in society. In the real world it is a bit more difficult to
discern the impact of interest due to simultaneous factors influencing
the supply of money. Population growth and economic growth requires the
creation of new money. As long as we keep creating new debt we can pay
off the interest on previous debts. Things become clear quickly when a
sizeable number of societal business cases do not pan out. This places
banks under pressure, they become very risk averse and decrease the rate
at which they create and lend new money. This leads directly to
increased pressure on those that have to keep making their interest
payments. Bankruptcies increase, resulting in greater pressure,
resulting in more bankruptcies et cetera. This is usually where
government has to step in and force the creation of new money via new
lending thereby reducing the risk of severe economic depression: too
much interest to pay and too little co-operative oxygen in circulation
to pay it with. Safety and sustenance money needed on a daily basis is
then under great pressure to be paid back as principal and interest on
assets that were created, which leads to daily hardship, decreased
safety and lack of sustenance.


Investment, Pension and Insurance


The investment, pension and insurance industries are not about creating
new money but rather about the allocation of existing money.


Some of the money in our monetary system one can think of as established
fiat money. It is not related to any credit. Remaining money, i.e. all
non-fiat money, is credit backed. Money enables co-operation, either
consumption based collaboration or asset creation collaboration. Many in
society need every cent they can get their hands on in order to obtain
the safety and sustenance that they need, therefore they do not use any
of their money for asset creation, only for consumption. The more
fortunate in society have been able to get their hands on more magic
beans, more co-operative oxygen, more money, than they need to satisfy
their consumption based safety and sustenance needs. Therefore they have
surplus money over and above that which they need for consumption. Money
is a store of value. Should folks with spare money just hide it under
their beds? The trouble with this is that money is also our enabler of
co-operation. Without it we literally cannot co-operate toward the
creation of shared value in society. Thus, in our current societal
system placing money under beds means we are not enabling but blocking
our ability to co-operate. Every note and coin and digital cent that is
sitting idly under a bed or in an account disables us from co-operating.


To a great extent money represents potential surplus capacity in
society. Folks struggling to obtain safety and sustenance would likely
disagree since they could use the money to better fulfill their
consumption needs. That is not how the world works though. Therefore,
for better or for worse, surplus money pretty much represents surplus
capacity in society over and above the capacity we need for consumption.
What shall we do with it? We usually create new assets so we can improve
our productive capacity. Same as for when we want to create money via
credit, we do not ask each other directly. We have created institutions
which are intermediaries enabling a reduction in the organisational
transaction costs associated to finding asset creation projects that
have a high likelihood of successfully increasing our productive
capacity.


The ones that have surplus money have a number of options as to how they
invest their money. They can either state that they do not care about
the particulars of the investment but just want a certain guaranteed
rate of return, interest, on their investment. The rate of return is
usually quite low since it is guaranteed, not quite 100% guaranteed but
close enough. They may invest into a fund that takes on more risk and
may therefore offer a higher rate of return, but may also lead to
losses. They may also purchase a share of a company. If the company does
well the share value will increase and the company may also share
profits via dividend payments. Folks may even club together and start a
small business like a deli, petrol station, KFC etc.


Another form of investment is investment for old age, i.e. pension. A
person of working age takes a portion of their money and invests it into
a pension fund over many years, thus enabling asset creation toward
increasing productive capacity in society, with the pension fund, which
represents society, saying thank you by providing the person with the
money they need to obtain safety and sustenance in their old age within
our anonymous society. Pension funds have been working a little like a
Ponzi scheme. As long as new investors are added at a high enough pace,
early investors can be paid out. This Ponzi scheme nature means one can
pay benefits to early entrants at a rate greater than that at which
societal productivity is increased. Now that population growth has
slowed and in some countries reversed, the Ponzi scheme nature of some
pension funds is becoming clear and these funds are going bankrupt or
almost bankrupt with many in their old age struggling since they do not
get enough money to cover for their safety and sustenance needs.


Another form of investment is pooling risk. Some of us may get sick or
be involved in some kind of accident leading to loss and injury. Not all
of us will experience bad luck or make silly mistakes. Therefore we
share the risk associated to misfortune by pooling money into a fund and
the fund paying for those unlucky to enough to experience the
misfortune. This covers insurance industries of all kinds.


Thus we have various intermediaries in place to enable us to allocate
existing money toward the creation of new productive capability in
society, toward caring for each other in old age and toward the sharing
of risk.


Wall Street, regulation and regulatory failure


It comes as no surprise that the financial services industry is heavily
regulated. Regulation is broadly split between financial services which
involve the creation of new money and financial services related to the
investment of existing money into new or existing ventures.


Banks are the only ones allowed to create new money via the issuing of
debt for the creation of new assets such as houses, office buildings,
new businesses and their associated infrastructure, new roads etc. Bank
deposits and savings accounts in conjunction with Reserve Bank
operations broadly regulate the rate at which money is allowed to be
created. The money in the banking system together with the banks’
ability to facilitate electronic exchange of value is crucial to the
functioning of our world. Due to this reason banking regulators want
bank money to be completely safe. We do not want bank runs where folks
believe that their money is not safe in banks and extract everything
since then the banks would collapse and with it our ability to have a
functioning society. Thus bank deposits are guaranteed by the state up
to a reasonably large amount in comparison to the average household’s
liquid assets.


The investment of existing money relates to services such as pension
funds, unit trusts, the stock market etc. No new money is created in any
of these industries. This side of the financial services industry is not
as crucial to the day-to-day functioning of our world. Thus these
deposits or investments are not guaranteed by the state.


Wall Street is the world’s largest hub for the provision of financial
services to the world. What happens there has great impact on the rest
of the world. The Glass-Steagall act is the US act that largely
separated the money creation side of financial services industry from
the non-money creation side. The repealing of this act in 1999 was the
greatest contributor to the 2007 global financial crisis which lasts to
this day. What basically happened?


The money creating low risk side of banking merged with the non-money
creating high risk side of banking and finance. Banks have shareholders
that want to make as much money as possible and banks also have
employees that get paid commission and want to make as much money as
possible. In order to make as much money as possible they did the
following:


	they created lots of new money via debt financing for the purchase
of existing houses and the building of very few new houses

  	they did not really care whether the lenders would be able to pay
back the money or not

  	they packaged thousands of these dodgy loans and coerced credit
rating agencies into labelling them as the safest possible
investment-grade

  	they then sold these packages on the risky investment side of
banking essentially trying to pass off all risk

  	they charged fees and commissions at every step of this process

  	housing inflation occurred because money was being created to invest
into housing at a rate faster than housing could actually be created
or in fact worse, way past the rate at which new housing was needed

  	as housing prices went up, even more new money was created as
mortgage values were increased against the supposedly increased
value of houses

  	an asset bubble was created where too much money was chasing too few
assets

  	the banks and other middlemen in the property industry made billions
until the house of cards collapsed in 2007/2008


In short, the US banking industry paid itself an immediate commission on
the printing of new money. The US banking industry essentially became
legalised counterfeiters.


The power to create money is the greatest power that exists in our
world. Money is co-operative oxygen. It increases or decreases our
ability to cooperate and greatly impacts what we cooperate toward. A few
quotes may be appropriate at this time:



  “Power corrupts. Absolute power corrupts absolutely” - Lord Acton




  “Give me control of a nation’s money and I care not who makes its laws”
- Mayer Amschel Bauer Rothschild



What will become clear throughout this book is that the notion of money
is far too important and powerful a thing to be left to banks to manage
on our behalf, especially since those banks have shareholders and
employees driven by a profit motive.


Globalisation and international trade


Just as there is division of labour between the people within a country
there is also division of labour between countries. Billions upon
billions of different products and services are produced within the
various countries of the world. Not any one country is able to produce
all of these products and services by itself. In the same way that
products and services are exchanged between the people of a country,
international trade is the manner in which products and services are
exchanged between countries. Each country creates its own money, its own
currency, in order to facilitate the valuation and exchange of these
products and services. How do countries value and exchange their
products and services between each other? By firstly valuing and
exchanging currencies. Let’s see how this works.


Assume Japan wants to buy iron ore from South Africa. The Japanese would
need South African Rands in order to purchase the iron ore, thus they
need to exchange some of their Japanese yen for South African Rands. The
rate at which this is done is negotiated with South Africa. Currently
this is about 11 Japanese yen for every South African Rand. In reverse
if South Africa wanted to buy television sets that were made in Japan it
would need to exchange South African Rands for Japanese yen. Thus in
order for any two countries to exchange products and services they first
need to exchange currencies. An intermediate currency is often used to
facilitate exchange, preferably a currency which is accepted by all and
one which is likely to retain its value as an international medium of
exchange. The US dollar is currently the preferred medium of
international value exchange.


It is clear from the above that a country which does not sell anything
internationally will find it very hard to buy international goods. Let’s
assume South Africa does not produce anything that Japan wants to buy.
How would South Africa obtain the Japanese yen needed to buy Japanese
television sets if the Japanese were not interested in owning any South
African Rands since they are not interested in buying anything from
South Africa? The more a country produces products and services which
are desired by other countries around the world the more those countries
would be prepared to pay to obtain that country’s currency in order to
buy its products and services.


In general it is not good for a country to desire many products and
services produced by other countries whilst not being able to produce
products and services which are desired by other countries.


Tax and Government


As described earlier a country consists of basically four types of
entities:


	households

  	private industry

  	financial services industry

  	government


Households fund themselves by selling their labour or owning a share in
a business. Private industry or business funds itself by selling its
products and services to households or other businesses. The financial
services industry funds itself by charging transaction fees, management
fees or interest. Government funds itself by collecting tax. Households,
private industry and the financial services industry all compete in more
or less open marketplaces on a daily basis for their funding. Government
does essentially not compete for its funding. Government funding is a
given. What occurs instead is that there is great competition for
government funding.


Government has a political component as well as a civil service
component. The political layer is elected every few years whilst the
civil service component largely remains intact.


The first layer of competition is political: which political party will
have the largest say in the allocation of government funding? This
competition occurs at three levels: national, provincial and municipal.
The government budget for South Africa is about R1.1 trillion. The
estimated GDP for South Africa is R4 trillion. Thus around 25% of South
Africa’s co-operative oxygen is allocated politically. This excludes tax
collected at the municipal level for services provided at a municipal
level such as property tax, refuse removal, electricity etc.


The administrative structure of South Africa consists of:


	national government

  	nine provinces

  	eight metropolitan municipalities, 44 district municipalities and
226 local municipalities

  	4277 wards


The national budget is allocated as follows across the three levels of
government:



  [image: ]




The sector-based allocation is roughly as follows:
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Wards do not have budgets directly allocated to them nor can they
directly allocate any portion of the municipal budget within which they
fall. Wards are predominantly elective structures and are also supposed
to promote transparency and citizen participation in the allocation of
municipal budgets. The elective aspect works reasonably well but the
citizen participation aspect of municipal budget allocation is a dismal
failure.


Transparency in the allocation of government money is supposed to be
enabled through a public tender process. If a municipality needs
construction work done it publishes a tender and requests bids from
companies to perform the work. Rules and regulations attempt to enforce
an impartial review of the bids from competing companies. This process
is not working very well at all in South Africa due to a severe lack of
transparency, leading inevitably to widespread corruption.


South Africa = Complex Adaptive System


Thus our society consists of elected government, the rule of law and the
courts in conjunction with the police and prisons upholding the law,
private enterprise and employment the manner in which we exchange goods
and services, money as the primary means of exchanging goods and
services value, banks as the institutions to which the power of creating
money as well as facilitating the digital exchange of money has been
ceded, and lastly media in its various forms distributing information
about the abuse of power as well as breaking of the law. These are the
basics of how us 49 million South Africans live together and cooperate
together to provide each of us with the sustenance, safety and joy that
we need.


Profit motive, interest, banks, corporations and private industry –
these social institutions are our current best efforts at enabling
decentralised, responsible decision making on how society invests its
time, skills and resources toward the creation of societal value.


What is important to note is that no one is truly in control. Our
country can be seen as a complex adaptive system. What is that? Think of
a termite heap. Does it look like any specific termite is in charge? No,
there is no one termite that is in control or has a master plan or is
directing others. Each termite is aware only of what it needs to do. Our
towns, cities and countries can be viewed as termite heaps of extreme
size and complexity. There is no single plan of what everyone does every
day yet there are structures and rules in place within which all of us
are operating. As each of us does what we need to survive our individual
actions merge into the complex tapestry which is our economy. Crops
being grown, transported, processed and sold, minerals being mined and
processed, loans being granted, houses being built etc. etc. etc.


Since no one is truly in charge the primary determinant of whether we
will be able to cooperate together well enough to provide everyone a
life of sufficient if not abundant sustenance, safety and joy is this
system within which we operate. How we elect government, how we govern,
how we co-operate via private enterprise, the rule of law, the financial
services industry and media in its various forms, how we create and
destroy money. Thus our societal system itself is what enables us to
cooperate. However our societal system may also be an inhibitor of
co-operation. If we want to improve our ability to provide each other
with the sustenance, safety and joy that we all need, we must in turn
improve our ability to cooperate together toward these goals and that in
turn means that we have to improve the fitness of our societal system in
supporting our cooperation. Next we will look at how well the system is
performing, how well we are all able to cooperate together and how
certain aspects of our current system are actually inhibiting our
ability to cooperate effectively.





What is not working in 2013 South Africa?


In the previous chapter we looked at how South Africa is structured and
how our economy emerges from the actions that each of us takes within
this system which is South Africa. How are we doing? Are we a happy
nation with sustenance, safety and joy for all? No, not at all. These
are some of the challenges we face:


Unemployment


South Africa’s official unemployment rate is about 25%, the true rate is
widely believed to be much higher, which equates to around 7 million
people that could contribute to society but are unable to do so in our
current societal system. The unemployment rate for South Africa’s youth
is upwards of 40%. This is a truly shocking number. Our society is
stating that it apparently does not have anything worthwhile to do for
almost half of our youth.


The psychological impact of unemployment is severe with feelings of
worthlessness, alienation, self-doubt, meaninglessness and depression
filling the days of those discarded by our societal system.


Via social grants and informal co-operation between the poor our
unemployed are scraping by and finding enough sustenance, though in many
instances just barely and not nutritionally balanced.


Sustenance


In terms of providing sustenance to all South Africans we seem to manage
in so much as that there have been no media reports of people actually
dying of hunger. Therefore we are somehow coordinating well enough to
ensure that we all obtain the sustenance needed to survive. Where we are
failing is with respect to the following two aspects:


	chronic hunger and malnutrition
    There are many in our society, especially children, which experience
hunger pangs each and every day. In addition malnourishment inhibits
the full physical and mental development of many thousands of
children

  

  	the fear of insufficient sustenance
    There are many South Africans experiencing a very visceral and daily
fear of not being able to obtain the daily sustenance needed by
themselves and those that depend on them.

  


Chronic hunger pangs, malnutrition and the fear of insufficient
sustenance make it impossible or very difficult for many millions of
South Africans to consistently find much significant joy in their lives.


Is this situation the result of us not being able to produce enough food
for every South African? Not at all. There is a general overproduction
of food in South Africa with tons of food going to waste every single
day. The underlying cause is our inability to cooperate in order to
efficiently distribute sustenance to each South African on a daily
basis.


This is a systemic failure of our country South Africa.


Safety


Safety is where our South Africa fails on so many levels it is
frightening. What is worse is that the level of safety in our society
seems to be decreasing as opposed to increasing.


	Personal Safety
    Rape, murder, police brutality, school violence, domestic violence,
vigilante “justice”, child abuse etc.  If violence is your thing
South Africa is the place for you. South Africa has one of the
highest murder rates in the world.


    The middle class and rich barricade themselves in fortresses they
call home. The poor in shantytowns barricade themselves as good they
can. Some areas are so dangerous and violent that police fear to
tread there. Signage at various intersections speak volumes about
the health of our society:  “hijack hotspot”, “be alert – high crime
area”.


    Metropolitan hiking routes are underutilised due to fear of attack.
Cycling routes are barricaded and surrounded by electric fences.
Those that test the boundaries of safety often pay the ultimate
price. When do you see middle class children playing outside? Have
you taken a walk in the woods lately?


    What can be said of a society in which the president spends R200
million for security upgrades on his homestead in order to protect
himself from his citizens?


    We live behind walls.


    Afraid.

  

  	Housing
    Many millions live in ramshackle unregulated shantytowns with no
concept of private property. This is a shocking failure of our
society. Millions of people not having the legal right to live
anywhere, to sleep anywhere, to raise their children and experience
some modicum of joy anywhere. At any moment bulldozers can flatten
their shacks and destroy everything they own. No proper sanitation,
limited access to running water, limited electrification, stench and
disease at every corner. The poor that do have a basic legal
dwelling must travel far and work long hours in order to pay the
banks for the privilege of having somewhere to live.

  


Clearly South Africa suffers from a severe lack of infrastructure in
terms of providing safety and sustenance to its people.


Contradictions?


Does something about the above passages start striking you as a little
odd?


	Within reason we are able to provide every South African with enough
daily sustenance even though more than a quarter of us apparently do
not need to share in the labour of enabling this

  	Our country has a chronic shortage of basic infrastructure and at
the same time a chronic oversupply of low skilled labour


This does not seem to make sense. Why are 7 million of us unable to
contribute to the creation of our needed infrastructure?


Social Cohesion


Our society suffers greatly from a lack of social cohesion. Trust is a
very scarce commodity in our country:


	South Africa has the highest pre-tax Gini coefficient in the world.
The poor do not trust our system of private enterprise and
employment, or rather system of unemployment.

  	due to widespread corruption and frequent non-delivery citizens have
very little trust in politicians and state institutions

  	distrust and even fear of the police is increasing

  	trust amongst strangers is very low - having one’s car break down at
night on a deserted street or dark highway has become a very
dangerous situation to be in

  	there is great distrust amongst the races of South Africa. There is
a widespread though infrequently discussed perception that whites
only care about themselves, blacks only care about themselves,
Indians only care about themselves etc.


Lack of social cohesion and trust is an enormous obstacle standing in
the way of South African society’s ability to provide sustenance, safety
and joy for all its citizens.


Education and more


Our education system is widely viewed as failing on many levels with
many students dropping out before matric, a pass mark at a lowly 30%,
students struggling to cope with first year university levels and low
take-up of science and mathematics.


We have high levels of corruption at all levels of government and
corrupt price fixing and collusion in the private sector, government at
various levels failing audits, inefficiency and waste in especially
local government, failing local infrastructure due to limited
maintenance and under investment etc. etc.


There are many good laws and many well intended programmes and
institutions, yet many of these fail at practical delivery. Our
citizenry is not very politically active and may even be described as
politically apathetic. Only unions, which in total represent a minority
of South Africans, are politically active to any extent. The ward and
councillor structures are not very active nor effective in terms of
grass roots democracy. Ask any citizen whether they can answer the
following for their city or town and in almost all cases the answer
would be no: what is the annual budget for your municipality, how does
capital expenditure compare to operational expenditure, what is the
rough breakdown of capital and operational expenditure, who is your
councillor?


In summary our country South Africa has many millions concerned about
being able to survive through the next month, citizens barricading
themselves from each other in fear of a violent death, millions unable
to contribute to society yet the need for infrastructure great,
corruption is rife, societal trust is very low and we have very limited
social cohesion.


Is our societal system a wonderful success? Anyone that believes as much
is surely deluded, is motivated to pretend it is or is unwilling to face
reality.


Why is our current system failing in providing each of us with a life of
joy?


Let’s see.





Analysis of systemic failures


There are a number of underlying reasons why our societal system is
failing us. The following paragraph attempts to summarise this complex
subject, with details following:


Our society, a complex adaptive system structured for extreme efficiency
within which impersonal agent level collaboration is achieved
non-transparently through a profit motive coupled to the obtainment of a
co-operative oxygen held in artificially scarce supply by a central bank
and a profit driven financial services industry, is undergoing
structural change due to the impact of technology at a pace which this
non-resilient complex adaptive system cannot absorb, leading to
increasing systemic stress and increasing agent dissatisfaction.


Take a deep breath and relax…   we will go over each aspect in the
following sections. Simply fiddling with the levers of control within
our existing societal system will in no way lead to the agents in the
system, namely us humans calling ourselves South Africans and global
citizens, experiencing broadly increased levels of safety, sustenance
and joy.


In fact the risks we face are much greater. There is a very real
possibility that we will experience broad systemic failure of our
current societal model with catastrophic consequences.


Systemic change is needed, urgently.


Let’s look at this in more detail.


Complex adaptive systems, efficiency and resilience


As described previously our South African society is a complex adaptive
system. Each of us is an agent within the system doing what we need to
in order to survive. Our society emerges from our individual actions.
Our homes, roads, shops, schools, food, entertainment and all other
infrastructure, products and services emerge from individual
interactions within our societal system.


Two variables determine whether a complex adaptive system will survive
or collapse: efficiency and resilience. A system that is efficient may
be able to continue functioning whilst using a minimum amount of
resources but such a system may not have the resilience required in
order to survive should significant change occur. Think of the panda
bear. The panda bear is extremely efficient at obtaining energy from
bamboo however it is not very resilient. Remove the bamboo and the panda
dies because it cannot obtain energy from anything else.


The nature of a system emerges from the interactions of and between
individual agents. This leads to us asking the question: which
characteristics at the agent level impact whether the system that
emerges has a good balance between efficiency and resilience? The
general rule is: more connections between agents leads to greater
resilience whilst fewer connections between agents leads to greater
efficiency.
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How does this play out in our society? Every person, product and service
is an agent in our society. Having a connection between every agent in
our societal system would mean that everyone is involved in the
production and consumption of every product and every service. This is
obviously not the case. We are not all eating the same food, using the
same buildings and using the same roads at the same time and of course
we are not all involved in the production of every good, food,
distribution of all goods and the construction of every house and every
road. One of humanity’s most trusted and effective techniques for the
attainment of greater efficiencies is the division of labour.


Each of us performs a very specialised function in society, a function
upon which we are measured to the exclusion of everything and anything
else. If you are an accountant at a company you are measured on how well
you perform that accounting function and paid what the company considers
a commensurate salary, i.e. the minimum amount at which they can legally
obtain such a skill. You are not measured nor rewarded based on any
other attribute whatsoever. Are you a politically active citizen? Do you
care about your city and the people in it? Do you inform yourself about
the challenges faced by the city as a whole as well as those experienced
in specific areas? Do you know if tax money is well invested in your
city? Most likely not. Why?


Due to no one being measured on any attribute other than the narrow
focussed function performed by us all in what we call our jobs. Our
society allocates no time and more importantly no co-operative oxygen
toward individuals, or agents in the system, so as to understand how
well their part of the system is functioning, what must be improved and
whether the improvement efforts result in actual improvement.


The same applies to companies and everyone in a company. A company is
measured on performing its narrow set of functions for society through
the market pricing mechanism. Too expensive and they go out of business,
too cheap and they go out of business, just right and they survive and
possibly thrive. Companies are not measured on their broader social
awareness and contribution, and if they are to some extent they counter
by trying to make themselves seem maximally socially aware at lowest
possible cost.


The natural result is a system that is laser focussed on efficiency with
almost no focus on resilience, or stated differently, very limited focus
on the ability to adapt and improve at a systemic level. The only driver
for adaptation is competition in the market underpinned by the
competition for artificially scarce co-operative oxygen itself
underpinned by the need to pay interest. And politics… but more on that
later.


We are all producers, consumers and citizens in our complex societal
system. We must all focus on producing in order to obtain co-operative
oxygen. We must consume firstly to survive and secondly in response to
an enormous advertising industry promoting consumption. What is
motivating us to be active citizens? Not much at all. Be a robot,
perform your function and get your fuel.


This attribute of our social system leads to our extremely poor ability
to adapt and improve our means of co-operation toward the provision of
ever more safety, sustenance and joy for us all. It is one of the
primary reasons your town and city is so slow at adapting and improving
in order to solve the complex challenges it faces.


Another factor is our human nature, specifically factors influencing
whether we experience empathy for the plight of others or not.


Impersonal agent level collaboration and human nature


The village is dead. We live in large and anonymous cities and towns. Do
you know your sheriff, tailor, cobbler, baker or candlestick maker? Of
course not. Your clothes and shoes are probably made in China. Who knows
where our bread and candles come from? No one knows the local policeman.
Few of us know anything about our neighbours or who our elected
councillor is. Our safety and sustenance is provided to us by people
that we do not know. Our cities and towns are governed and managed by
people that we do not know. We do not know the millions in our towns and
cities that struggle to get through the day. Worse, we do not spare them
much thought. Why are we not feeling much empathy for those in need nor
do much to alleviate their pain?


Because of human nature. Nature is a cruel, beautiful, savage garden.
Humanity is not the only species that experiences empathy. Many social
animals such as primates experience empathy for others. However, we must
all eat to survive and if need be compete for our sustenance. A
chimpanzee may experience empathy for others in its troop. The same
chimpanzee may kill an ape by smashing its head against a tree so as to
eat it. It does not experience empathy for the ape. The same chimpanzee
may also kill chimpanzees from another troop to protect its troop’s
ability to obtain sustenance. If humans and other social animals that
experience empathy had empathy with every other living creature we would
most likely go insane. Thus we evolved empathy filters. We find it
difficult to empathise with those that we do not know. Experiments have
repeatedly shown that we also find it much harder to have empathy with
multiple others. Charities know this from experience. A request for
funding based upon highlighting the suffering of a single named
individual generates significantly more funding than statistics about
the many that may suffer. The ability to identify with others on a
personal level is a prerequisite for experiencing empathy.


Our anonymous society makes it very difficult for us to experience
empathy for those less fortunate. In addition we are constantly
bombarded by advertising from narrowly focused, profit motivated
companies wanting us to purchase their goods and services.


Thus our societal system is structured in such a way that we have little
time to inform ourselves of systemic fitness, little time to contribute
to improving systemic fitness as well as very little motivation to
contribute to systemic fitness in order to better provide safety,
sustenance and joy for others.


Non-transparency and the profit motive


Very little of how we produce and exchange value between each other is
transparent. This applies to all four aspect of our society: households,
private industry, financial services and government.


Some measure of transparency is achieved for private industry via the
market pricing mechanism. The majority of products and services in South
majority of such businesses are for-profit businesses. Thus they are
very motivated to produce the products and services at the lowest
possible cost whilst selling these same products and services at the
highest possible price. How is profit limited to a reasonable level?
Through a market mechanism. When we go into a shopping centre we can
compare the price of products within a shop as well as compare the price
of a specific product between shops. Assuming quality of product and
quality of service between shops is similar we will usually go for the
product with the lowest price.


The market pricing mechanism occasionally fails in one aspect whilst
almost always failing on another aspect:


	monopolies or cartels

  	externalised costs of production


In the case of monopolies or cartels a single business or a number of
businesses in cahoots conspire to control the supply and therefore the
pricing of a certain product or service, thereby achieving an
unacceptably high profit margin. A number of cartels ranging from the
supply of bread to construction have recently been exposed in South
Africa. A monopoly may also be under incentivised to be efficient. In
this case the profit is not the problem but rather the cost and quality
of the product or service. Many believe that this applies to South
African parastatals such as South African Airways, Eskom, Telkom and
others.


In the case of externalised costs of production the sales price does not
reflect the true societal costs incurred during production. Think of a
manufacturing plant that pollutes a nearby river. If the company can get
away with polluting the environment and not be caught it has
successfully externalised a portion of its production costs. As
consumers we believe the low price is a great deal. As citizens we are
concerned about the costs and consequences of pollution. The one
underlying cause for this is lack of transparency in pricing due to
externalised costs and the other is due to what Jeffrey Sachs calls “the
citizen consumer dichotomy”. As consumers we tend to have a short-term
focus as we all must make do in obtaining safety, sustenance and joy
with our monthly income, thus we like the lowest possible price for any
product or service. Yet as citizens we are concerned about the longer
term prospects of our economy, environment, culture and quality of life.


This cost externalisation frequently occurs in a much more insidious and
non-transparent manner. Our value chains are no longer visible. We are
structured for extreme efficiency and local optimisation within the many
millions of value chain silos that we have created. In the small town
everyone likes the low prices charged by Walmart yet in the same breath
everyone is concerned about all the local businesses that have closed
since Walmart opened shop. Due to a lack of value chain transparency and
understanding it is very difficult for citizens to make the correct
consumer choices. Is it a good thing that local stores are closing and
Walmart prices are low? How is value flowing into, around and out of the
community? Will shared value in the community increase over time due to
Walmart’s arrival or will shared value decrease over time due to the
arrival of Walmart?


Household contribution to and benefit from our shared economy is also
not transparent. This plays out in a number of ways. Companies are not
transparent in what they pay employees nor are they transparent on the
earnings of shareholders. This desire for secrecy of household income is
caused to a large extent by the highly competitive structure of our
society. We compete for profit and compete for the principal portion of
loans in order to pay back interest to the banks. We compete for jobs.
This culture of secrecy regarding income primarily benefits those that
earn disproportionately high incomes. Declaring or not declaring income
certainly does not benefit the poor nor does it benefit the middle
class. It benefits those in control of the means of production.


The financial services industry is not transparent either. It is very
difficult to see how and for what purpose money is being created and
allocated. It is difficult to see who is benefiting from the creation
and allocation of money. Large corporations, able to spread their risks,
working in conjunction with banks are able to create a multitude of new
assets with newly created money with both the large corporations and the
banks profiting handsomely in the process. The increasing dominance of
capital in our productive processes is increasing the extent to which a
few benefit from the creation of new money for the creation of new
assets in order to provide us all with our needed sustenance, safety and
joy. It is very difficult if not impossible for the poor and the middle
class to benefit proportionately in the creation of new societal assets
and the associated creation of money.


Money merry go round


We are all making promises to each other that we will be productive in
society. We will not be freeloaders. We must all work together to ensure
we all have food, safety and sustenance and that the process is
sustainable so that our children and their children have sustenance and
safety too.


Our monetary and associated financial services industry’s role is the
facilitation of societal promises and verification of such promises
being met. This truth is not very clearly understood by most in society.
The impression that is created by banks and the general financial
services industry is that banks have lots and lots of money, not that
banks are merely facilitators and societal business case evaluators and
managers.


Let’s briefly revisit our money merry go round with respect to money
creation, debt, banks and business cases


	Corporations and entrepreneurs must combine new assets, labour and
input materials in order to create value for society and thereby
make a profit

  	Households want somewhere to live and a car

  	Government must undertake societal infrastructure creation projects

  	All need money to do this

  	The money is obtained by making a promise to society. Banks
facilitate the making and tracking of such promises on behalf of
others in society.

  	New money is created by banks, with every Rand of new money created
being balanced out by a new Rand of debt, owed to the bank by
whoever needs the money to be created

  	Corporations, entrepreneurs, government and households put together
business cases for the money they need and present them to banks
    	Corporations must convince the bank that the product or service
is needed and that they will be able to make a profit and thus
be able to pay back the debt

      	The vast majority of households must convince the bank that they
will be able to sell their labour and earn a salary in order to
pay back their housing and car debt. A minority own and run
businesses which earn a profit which they live from. An even
smaller minority own assets such as buildings, company
shareholdings and simply money in a bank, performing no specific
work anymore in order to earn more money.

      	Government must convince the bank that the societal asset will
benefit the broader economy thus enabling government to raise
enough taxes over time in order to pay back the debt

    


  	Should the banks be convinced of the business case they create the
money and in the same stroke create the debt owed by whoever needed
the money

  	The new money is spent into society as infrastructure is created,
cars are purchased, businesses are expanded etc.

  	the business, household or government must now fulfil on its
societal promise by paying back the debt to the bank, which is in
effect a proxy for society

  	the bank earns a profit by charging interest and fees but also
stands to lose money if the debt cannot be repaid meaning the
societal promise is not being fulfilled


Banks are our societal business case evaluators and managers and control
the creation of co-operative oxygen. This is not a very good situation
for us to be in at all, as described next.


Boom, bust and artificial scarcity


Banks have only one motive as they create money and manage societal
business cases: profit. It is incredibly unfortunate that the powers of
creating co-operative oxygen are in the hands of a few and that the
immense power and importance of creating co-operative oxygen is linked
to the profit and loss of these few. These few are the shareholders and
employees of banks. It is not for nothing that there is frequent outrage
regarding the salaries paid to employees of the financial services
industry.


In good times banks, both shareholders and employees, will be motivated
to create as much money as possible since the more money they create via
the creation of debt funding the more they can earn from interest, fees
and commissions. As described earlier US banks have recently been trying
to create money for new assets or asset purchases and then offload the
risk of losses should the societal business cases not pan out. This is
known as securitisation. Sounds harmless enough? Effectively these banks
charged many around the world a sales commission for the creation of
money, for the creation of co-operative oxygen. It is not dissimilar to
charging everyone a fee in order to breathe the air around us.


Should an increasing number of the investments for which money was
created by banks not pan out, banks become risk averse, hoard any money
they have and greatly reduce the rate at which money is created in order
to protect their profit / loss positions. This is an insanely bad
situation. Due to bad business cases pursued by some in society,
especially by banks, all feel the brunt of the pain and all are limited
in their ability to co-operate in order to exchange value with each
other and to create valuable assets for each other.


Thus in bad times, according to the requirements of banks and their
profit motive, they focus on getting existing debt repaid and greatly
slow down the creation of new debt. This may seem sensible, especially
for the banks, but it is a disaster for society. Recall that what is
actually happening is that banks are now destroying co-operative oxygen
at great speed. They destroy money by having debts repaid and slow its
creation by not creating new debts.


Remember that money, our co-operative oxygen or co-operative magic
beans, supports the exchange of non-durable goods and services between
us using existing assets as well as the creation of new societal assets.


The result of banks destroying co-operative oxygen then of course leads
to slowing down asset creation in society and to the limiting of our
ability to exchange non-durable goods and services. The poor are hit
hardest. They already have very limited access to the magic beans needed
in order to procure sustenance and safety, and now it becomes impossible
for many leading to extreme hardship.


It is not dissimilar to the artificial shortage of water in the movie
Rango.


Our ability to cooperate is inhibited by a lack of money. In our current
society money is co-operative oxygen. We do not have enough co-operative
oxygen. The greatest obstacle to us collaborating together in order to
provide a life of joy for each other is our current financial services
industry. In short banks and how we create money, how we create
co-operative oxygen, and its link to a profit motive for a few, are
destroying our ability to cooperate effectively.


Instead of an enabler of co-operation money has become a significant
inhibitor of co-operation. Money is a logical construct. Money is no
longer backed by a commodity of which there is a naturally limited
supply. Examples of other logical constructs are kilometres,
centimetres, kilograms and degrees Celsius. Can we have a shortage of
kilometres? Of course not! We will never be in a position where we are
unable to measure the difference between two points because we have run
out of kilometres or metres or millimetres.


What we have created are communities of people unable to cooperate
together toward the creation of shared value because we have made
co-operation dependent upon the exchange of an artificially limited
medium of exchange, namely our current system of money.


Asset bubbles, speculation and inflation


As discussed earlier inflation occurs when an ever increasing supply of
money chases after a fixed supply of goods. How does this occur in
society? Let us revisit the 2007 global financial crisis.


The current US and UK population growth is about 1% per annum. Not
surprisingly housing supply has also been growing at about 1% per annum.
What has certainly not been growing at 1% per annum over the previous
decade is the supply of credit and therefore the supply of money for the
purchase of housing. The greater the amount of credit created for the
purchase of housing the greater the amount of interest and fees that was
charged and collected by the financial industry and subsequently by its
shareholders and employees.


Speculators become aware of the credit creation trend and drive up
demand even further by purchasing houses from existing owners at higher
prices betting on the fact that an ever increasing supply of credit for
the purchase of housing will cause house price inflation enabling the
speculator to sell purchased housing at a profit.


This trend continues until the principal and interest payments due can
no longer be supported by the broader economy without increasing
inflation by irresponsibly printing more money. As this point is reached
speculators of all kinds are forced to exit the market. This causes
house prices to drop and the banks to go insolvent as the housing
business cases no longer make sense. The bank employees, shareholders
and speculators have however already earned their profit and fees at
this time and society is left to pick up the pieces via government
bailouts.


The simple truth is that banks created the 2007 financial crisis as they
maximised profits and fees from the creation of credit used to speculate
on house prices.


Broader societal inflation occurs due to either existing money chasing
after a non-replaceable good which comes into short supply or whenever
more and more money is created to purchase goods of a fixed supply:


	input costs supporting broad economic activity increase due to an
increased demand with an inflexible supply or a stable demand with a
decreased or potentially decreased supply such as when the price of
oil increases

  	spill-over money enters the economy as speculators realise profits
enabled by the credit growth fuelled price increase of assets with
inflexible supply


This game has been played over and over and over as the connected few in
the know scam society by skimming their profit and fees from the credit
and associated new money created during an asset price bubble.


The fact that hundreds or thousands of people within the US financial
services industry were not charged and convicted of a crime is a crime.
Instead society was forced to bail out banks whilst employees and the
majority of shareholders were allowed to retain their profits and
commissions.


Ownership and stewardship


A cobbler owned his cobbler business, the baker the bakery and the
grocer his grocery store. As our economies increased in scale we
introduced new models of ownership in order to enable greater arm’s
length collaboration via financial instruments such as interest, limited
liability corporations, stocks and bonds, stock exchanges etc. This has
had very good positive consequences in terms our ability to cooperate
toward shared value on a global basis. However, it has also had negative
consequences.


Direct ownership and management of a business, i.e. the owner management
of a business, a business tied to valued service provision to customers
over a prolonged period of time, leads to responsible stewardship of
that business. The grocer that cheats customers regularly will not last.
The baker that uses sub-standard ingredients, is rude to customers and
charges too high prices will soon go out of business. The community
grocer that is rude to people in his community even whilst outside his
grocery store will also not do well. In communities individual entities
of all kinds work together in a transparent fashion toward shared value
as part of a larger whole. Responsible stewardship does not mean doing
only that which is good for the grocer and grocery store and ignoring
all other consequences.


As we have created increasingly complex financial instruments in order
to collaborate globally we have also increasingly broken down the link
between ownership, management, community and responsible stewardship.
The concept of ownership has become incredibly complex and convoluted.
Who owned the houses associated to the housing bubble when the bubble
burst? In some cases the citizens of Iceland owned the houses, citizens
that were completely unaware of the fact that they jointly had a partial
ownership claim on houses in the US via the complex series of derivative
instruments created as the concept of home ownership was chopped up into
infinitesimally small units spread very broadly across the US and the
globe. Claims within claims within responsibilities within employee
contracts and bonuses. To paraphrase Winston Churchill: “I cannot
forecast to you the actions of the global derivatives industry. It is a
riddle, wrapped in a mystery, inside an enigma; but perhaps there is a
key. That key is the personal self-interest of every player, all else be
damned.”


The sole purpose of a corporation is apparently shareholder value.
Shareholders are ever further removed from the realities of what happens
within a business and the full scope of the role that the business plays
in society. Managing executives are appointed in order to achieve the
true objective of the corporation as is: “Extract as much financial
wealth from society as possible for shareholders and also for yourself,
as fast as possible, and oh yes every year there must be more than
before, else you will be fired.” This directive filters down to the
employees of corporations.


The 2007 global financial crisis is a direct consequence of this myopic
and patently incorrect view of the required and necessary principles and
techniques for successful long-term human collaboration: quickly make as
much money as you possibly can. In addition our value chains have become
increasingly complex making it difficult for individual players to
understand or even know about negative consequences of actions. In the
sub-prime mortgage mess there were many players that contributed to the
creation of the mess: estate agents, mortgage originators, collection
agencies, rating agencies, home buyers, investment banks, insurers,
derivatives traders etc. The primary objective of just about all these
players had nothing to do with the goal of providing US citizens with
decent living conditions over a long period of time. The primary goal
was to extract as much wealth as possible from society as quickly as
possible by charging exorbitant interest, charging exorbitant fees and
lastly by paying exorbitant bonuses. Efficiency and resilience. Who in
this picture was interested in resilience? It seems no one. The only
interest was the efficient extraction of wealth at speed. What happened
in a nutshell was the following: arm’s length collaboration led to arm’s
length ownership led to arm’s length stewardship led to irresponsible
behaviour which led to systemic collapse.


Which phrase better describes our current primary model of societal
collaboration: the invisible hand of the market or invisible sleight of
hand?


A fact which proponents of our current system continually choose to
ignore or continually work very hard to obfuscate is the following,
stated again: arm’s length collaboration leads to arm’s length ownership
which leads to arm’s length stewardship which leads to irresponsible
behaviour which leads to systemic collapse.


Obfuscated ownership in conjunction with a sole focus on wealth
extraction is not a model on which to build a resilient society that
broadly meets our needs of safety, sustenance and joy over the long
term.


Central banks and big dumb levers


Our current primary means of speeding up or slowing down the creation of
money is via national central banks and national banks. The central bank
is largely unable to direct where money is being created in a society.
It cannot enable the creation of more money in one city versus less
money in another city. The central bank hopes that national banks will
internally determine which regions should be allowed to create more
money and which regions should not be allowed to create more money. This
rarely works in practice since losses experienced in one area impact the
rate at which banks are wont to create money in another area.


Our current societal situation is such that our most valuable societal
information, namely information on our ability and current success in
collaborating toward societal value creation across all regions of a
country and at all levels of a country, is locked up within banks. Banks
view this as their own proprietary competitive information and are very
reluctant to share their hard-won information with the rest of society.
Central banks only have one huge lever. Banks react to the lever based
upon their own internal profit and loss positions. The broader society
is kept largely ignorant of its value creation success and capacity.


Would it not be better to create thousands of levers with a very
granular control of the creation of credit and money at all levels of
society, with such success and capacity being visible to everyone in
society?


Compound interest


Countries, governments, municipalities, businesses and private
individuals the world over suffer from the damaging consequences of
compound interest. Interest in itself is not a problem. As described
earlier interest is simply a means of enabling arm’s length
collaboration: “I will enable you to add value to society. I do not care
how you will add value to society. The only measure I will use in order
to determine whether you are adding value to society is by charging you
interest. If you can somehow pay me back the principal amount plus
interest you must somehow have added value to society.”


What is not clearly understood is the following: the only way in which
we can fully pay back interest is by increasing our productivity at a
rate equal to or more than the rate of interest charged, in conjunction
with an increase in money supply to represent the increased productivity
and thus the interest portion. If we increase productivity at a rate
less than the rate of interest we will be unable to pay back the debt
plus interest over time since the interest would always be ahead.


A factor which greatly exacerbates this productivity increase pressure
and leads to dire consequences should such productivity increase not be
attained is the charging of compound interest. At every point at which
the rate of increase of productivity is below the rate at which interest
is charged, the interest portion that cannot be covered is added to the
principal, with future interest then being charged on the new larger
principal amount. This has the effect of increasing the pressure by
requiring productivity to be increased at an even higher rate since only
the original principal could be used by the borrower in order to produce
value for society. As more and more unmet interest payments are added to
the principal we quickly get to a situation where the rate to which
productivity must be increased in order to pay back the debt is
completely unachievable.


The value creation capacity of many developing countries has been
destroyed by the compound interest charged on the debts they owe to
developed nations via institutions such as the IMF and World Bank. Many
developing countries pay more toward meeting interest payments on their
debt owed to rich nations than on providing health and education
services to their citizens. These developing countries will never be
able to pay off their debts. The compound interest charged over many
decades has now resulted in the productivity growth rate required to
repay the debts having become completely impossible to attain.


The high levels of interest charged, and thus any resulting compound
interest charged in the micro-lending industry also leads to individuals
and families quickly becoming permanently indebted to the micro-lender.


Interest, without compound interest, is a human logical construct which
can work in tandem with our natural reality. We are able to increase
productivity, thus we can pay interest. Interest is an effective and
workable means of enabling societal collaboration toward shared value as
long as the interest charged roughly matches our real world ability to
increase productivity. By adding compound interest a disconnect between
our logical constructs and the real world occur, frequently resulting in
disastrous real world consequences as witnessed across the developing
world every single day.


The United States as a country is awash in a sea of debt. US national
debt is currently standing at around $16.7 trillion. Interest payments
on this debt is about $35 billion per month. Deficits continue and are
likely to increase. It seems quite likely that the compound interest
genie has escaped the lamp when it comes to US national debt. It is
ironic that one of the richest countries that has been forcing
developing countries to cough up in order to try and meet their
impossible compound interest payment goals, is now seemingly in the
impossible to achieve compound interest payment boat itself.


What occurred over the last decade in the US is ironic if not
depressing. When the mortgage securitisation house of cards imploded the
US government had to take on massive new debts in order to bail out the
banking industry. Profits and fees for bank shareholders and employees
were left largely untouched. Yayy for them…. Now the banking industry
is placing the US government under intense pressure due to the debt that
it has apparently created. Who is fooling who? US and international
citizens are being fooled for sure.


The only members of society that benefit from compound interest are the
shareholders and employees of banks and the truly rich. Oh yes, loan
sharks too, but it’s all the same at whichever scale one does it, not
so?


Trust, fear and freeloaders


In addition to the profit motive of banks, the less visible underlying
reasons for the scarcity of money are lack of trust and fear of
exploitation. The result of our lack of trust and fear of exploitation
are that the majority of us are under constant fear of not being able to
get our hands on enough magic beans to procure the sustenance, safety
and joy that we need. We are all competing for the artificially scarce
magic beans called money. Our entire societal system is predicated upon
fierce competition. We are all running to pay off debt and interest on
debt. The only way in which interest can be paid is by successfully
getting our hands on the principal debt owed by others or increasing
societal value creation capability. This pressure to compete is
magnified as banks reduce the availability of co-operative oxygen due to
their desire for profit and fear of loss.


Why is money so scarce? Let’s see.


It is difficult for us to trust those around us and those with whom we
co-operate, since we do not know them. It is difficult for us to trust
that money created is put to good use and will benefit society. Is the
money simply pocketed by corrupt members of our society? We do not like
freeloaders. It is not fair to have some of us work for sustenance,
safety and joy whilst others exploit our efforts and obtain their needed
sustenance, safety and joy without somehow providing any to us in
return. Money is our enabler of collaboration. The converse of
collaboration is exploitation. Thus money also enables exploitation.


The pervasive lack of trust in our society is not surprising since so
many of our interactions are anonymous, cloaked in secrecy, underpinned
by a profit motive and the likelihood of additional wealth created
through increased productivity accumulating to a few. The monetary price
attached to products and services from various service providers
combined with a competitive marketplace is supposed to reduce levels of
distrust, but as described the market is not nearly as efficient as its
proponents would make us believe.


In addition there is no real market at all when it comes to services
provided by government. We do not like it when our trust is abused as is
the case when corruption occurs. Corruption can only occur where there
is a lack of transparency. Thus the lack of transparency in how money is
used to coordinate our efforts creates a lack of trust and inhibits us
from quickly and efficiently tackling challenges that face us as a
society.


In order to trust we need information that the person or entity which we
are supposed to trust is indeed trustworthy. By cloaking so much of our
collaboration in secrecy we make it very difficult for us to understand
who is trustworthy and why as well as which entities are trustworthy and
why. This in turn drastically decreases our societal collaborative
capacity and capability.


Risk


The majority of citizens in our society are under great pressure to
obtain the magic beans of co-operation required in order to obtain the
safety, sustenance and joy that they need. If a job is lost or a
business venture fails we stand the risk of losing everything we have
and end up joining the millions that are scrounging to stay alive. Risk
combined with an acute shortage of co-operative oxygen due to a lack of
trust and transparency makes it very difficult for us to coordinate in
order to address our societal needs of providing safety, sustenance and
joy to all of us.


Risk can be spread by providing services and creating new assets via
government structures and by forming a new business venture financed by
a broad spread of investors. Banks are supposed to enable co-operation
and a spreading of risk in our society. This is not really how things
are structured nor is it what happens in reality. The problem with banks
is that there is supposed to be no risk associated with bank deposits.
This results in the risk associated with new ventures being carried
solely by those forming these new ventures, who have to pay back the
money sourced from the bank in order to form the new venture. Banks and
interest based arm’s length collaboration have been pretty much the best
we could achieve in terms of enabling our collaboration over the past
few hundred years. Bank lending is not a very effective method of
spreading societal risk as we collaborate toward shared goals.


The stock market enables the spreading of risk between investors into a
new venture but the stock market is extremely inefficient and can
function only for the largest of the ventures within South Africa.


Spreading risk via government is also problematic due to limited
efficiency, lack of transparency leading to corruption which then
results in a lack of trust with citizens preferring that such services
not be provided by government. Trust in the allocation of government
budgets is supposed to be enabled through a transparent public tender
process. The following statement by South Africa’s public protector,
Thuli Madonsela, makes the dysfunctions inherent in this approach
abundantly clear:



  Corruption is endemic in our country, both in the public and private
sectors. If we don’t deal with corruption decisively, it will not only
impact on good governance but has the potential to distort our economy
and to derail democracy. We are at a tipping point and President
Mandela’s warning remains valid.



The reference to Nelson Mandela refers to his opening of parliament
speech in 1999:



  Within local government, there is steady progress in regularising
finances, in implementing poverty-based assistance, in setting up
mechanisms to reduce the number of councils. And there is now seldom
need for national interventions to resolve unnecessary conflict between
these structures and traditional leaders.




  But we must be honest and acknowledge that, in many respects, this
level of government has often played itself out as an Achilles Heel of
democratic governance. This is not for the lack of structures and rules.
Where this happens, it has more to do with the behaviour and attitudes
of cadres that all parties have deployed in these structures. It is a
matter of the survival of democracy, of the confidence that people will
have in the new system, that all of us should pay particular attention
to this issue. The public is justified in demanding better service, more
respect and greater concern for their needs rather than
self-aggrandisement.




  Our hope for the future depends also on our resolution as a nation in
dealing with the scourge of corruption. Success will require an
acceptance that, in many respects, we are a sick society.




  It is perfectly correct to assert that all this was spawned by
apartheid. No amount of self-induced amnesia will change this reality of
history.




  But it is also a reality of the present that among the new cadres in
various levels of government, you find individuals who are as corrupt as
- if not more than - those they found in government. When a leader in a
Provincial Legislature siphons off resources meant to fund service by
legislators to the people; when employees of a government institution
set up to help empower those who were excluded by apartheid defraud it
for their own enrichment, then we must admit that we are a sick
society.



We humans are not inherently sick creatures. Our behaviours and
motivations are greatly affected by the environment within which we find
ourselves. The primary determinant of the environment within which we
find ourselves is our current societal system. Our current societal
system is sick in many respects, in turn inducing sick behaviour in the
people within the system.


Many citizens would be much more likely to assist others in society but
are unable to do so due to the extreme risk they face when not focusing
solely on obtaining the cooperative magic beans they need to survive in
our anonymous society.


It is quite simply the case that our current cooperative structures are
extremely inefficient. We can do much better. This inefficiency results
in us having great difficulty in collaborating toward addressing our
societal challenges at speed.


Wealth centralisation, taxation and wealth distribution


The charging of interest and especially compound interest by the
financial services industry as they facilitate the making and management
of societal value creation promises leads to the centralisation of
wealth. We pay interest on our debt and earn interest on our
investments. The ratio of these two determine whether each individual is
a net interest payer or net interest earner. In most countries around
90% of society are net payers of interest, with 10% of society being net
earners, with the top 1% in terms of wealth being the greatest net
recipients of earned interest by far. Thus an inevitable consequence of
this societal model is that the bank balances of the rich grow larger as
the bank balances of the poor inevitably decrease.


In the past tax has been an equaliser of this skewed system. The rich
were charged higher tax rates as well as inheritance tax which enabled
government to spend this money back into society via infrastructure
projects, health care services, education etc.


During the past four decades the wealthy have been lobbying for ever
greater tax cuts as well as working to complicate the tax system so as
to exploit loopholes. The result is that the wealthy are often paying
less tax as a percentage of earnings than the poor.


This has now largely broken the wealth redistribution cycle that existed
before leading to the increased centralisation of wealth that has been
occurring over the past two decades.


One measure used to determine how even or lopsided wealth is distributed
in a society is the Gini coefficient. It is a measure of the dispersion
of income distribution among a nation’s residents. Looking at income, a
Gini coefficient of zero expresses perfect equality, i.e. that every
citizen earns the exact same income. A Gini coefficient of one expresses
maximal inequality, where one citizen earns all the income. There are
different techniques and data sources that can be used to calculate a
country’s Gini coefficient. What remains true for South Africa is that
whichever method is used, we see that South Africa is at the top end of
income inequality in the world with a Gini coefficient ranging from 0.6
to .8 depending on the method and data used. Developed countries tend to
have Gini coefficients of 0.4 and lower, with Scandinavian countries
typically being around 0.27 or lower.


Thus even after taking into account South Africa’s extensive social
grant programmes we see that wealth distribution is still very lopsided,
with a few million relatively rich citizens vs. many more millions of
relatively poor citizens. We will see that technological trends do not
bode well for a reduction in our Gini coefficient.


Politics and national parties


Globally there are many millions which have become disillusioned by the
failed promise of democracy. As the complexity and speed of change of
our global society increased dramatically over the past 50 years, so
have governments increased in size and complexity. Centralised
policy-making is failing. Critical societal decisions are not being made
and action is not being taken. Politics has turned democracy into a
cynical money wasting game which repeats itself roughly as follows:


	most countries devolve into a two-party state

  	during the last year of the previous government’s term all
politicians are in election mode and focus on winning the election
as opposed to focusing on meeting societal challenges

  	election budgets are predominantly funded by corporate lobby groups

  	elections are held

  	the winning party spends the next year putting its leaders in charge
and readying government to execute on its election promises

  	during the next two years the losing party does all it can to
discredit the winning party, focusing on highlighting any and all
potential or perceived failures as well as blocking the progress of
potential successes so as to discredit the ruling party

  	the ruling party is focused solely on protecting its position. It is
much easier to manipulate perception and statistics than to make a
real difference

  	all parties are continuously being lobbied by corporations
representing the interests of the wealthy

  	after two years of playing such games all politicians then again
move into an election mode and start jockeying for position
internally as well as preparing for their election marketing
campaign

  	repeat


The primary focus of any politician is to be elected and re-elected.
This leads to politicians doing what is best for them and their party as
opposed to doing what is best for society. The point here is not that
politicians are bad people. The point is that our current societal
system in combination with human nature leads to such behaviour.


An increasing disconnect is occurring between the speed at which
national politics can function and the speed at which we can take local
decisions and implement local solutions. Technology is enabling the
decentralisation of the provision of a number of traditionally core
government services with education most likely being the sector up for
the greatest amount of change in the shortest period of time. National
parties are starting to make less and less sense. Our world has become
so complex that a party policy document at a national level can never
hope to address the thousands of actions that are needed to adapt to our
ever faster changing world.


It is becoming ever more realistic for someone to agree with 50% of one
party’s policy and 50% of another party’s policy. Which party should be
voted for? What needs deciding is whether to change a specific policy or
undertake a specific project. We cannot vote once every four or five
years for parties that more and more resemble amorphous blobs and then
leave the politicians to play political games while the needs of
citizens are not being met. Technology can enable us to jointly take
more specific decisions much more frequently and efficiently.


Our current democratic governments around the world have become case
studies in how to achieve biased inefficiency at great scale. We can do
much better than this as I will show later.


GDP, metrics and information


Are we as a South African society reaching our goals? Are you and the
fellow citizens of your city reaching your goals? Do you know what your
city’s goals are? Do you know which of your city’s goals are being
reached better than others? Most likely not. Our societal goals at the
various levels of coordination within our country are not very well
formulated nor well communicated. In addition, few of us have the time
needed to inform ourselves of goals and progress or the time to discuss
with others.


The primary economic measure used across the world is GDP, Gross
Domestic Product. Here is the definition of GDP from Wikipedia: “Gross
domestic product (GDP) is the market value of all officially recognized
final goods and services produced within a country in a given period of
time.”


There is a growing call around the world to replace the GDP measure with
something more suitable to measuring whether we are achieving an
increase of safety, sustenance and joy for the inhabitants of a country.
One of the most eloquent criticisms of GDP and its close relative GNP
was made by Robert Kennedy:



  Too much and for too long, we seemed to have surrendered personal
excellence and community values in the mere accumulation of material
things. Our Gross National Product, now, is over $800 billion dollars a
year, but that Gross National Product - if we judge the United States of
America by that - that Gross National Product counts air pollution and
cigarette advertising, and ambulances to clear our highways of carnage. 
It counts special locks for our doors and the jails for the people who
break them.  It counts the destruction of the redwood and the loss of
our natural wonder in chaotic sprawl.  It counts napalm and counts
nuclear warheads and armoured cars for the police to fight the riots in
our cities.  It counts Whitman’s rifle and Speck’s knife, and the
television programs which glorify violence in order to sell toys to our
children.  Yet the gross national product does not allow for the health
of our children, the quality of their education or the joy of their
play.  It does not include the beauty of our poetry or the strength of
our marriages, the intelligence of our public debate or the integrity of
our public officials.  It measures neither our wit nor our courage,
neither our wisdom nor our learning, neither our compassion nor our
devotion to our country, it measures everything in short, except that
which makes life worthwhile.  And it can tell us everything about
America except why we are proud that we are Americans.



Our societal system is slanted too far toward the efficient operation of
what currently exists. The manner in which we collaborate and direct our
efforts, our monetary system, our banking system, profit motive and
corporations, anonymous neighbourhoods and cities, all of these aspects
and more lead to us not being able to adapt and move fast in addressing
societal challenges. Our system uses price to try and measure the value
of everything but in reality fails at valuing almost anything correctly.
It’s a case of being stuck with a harmful broad brush rather than no
brush at all.


We cannot see the flow of value and collaboration in our society. How
are the inhabitants of a town creating value together, how much value is
flowing into and out of a city over time, toward which goals must
collaborative effort be directed and what successes have we had to date?


Our current ability to identify valuable societal metrics at all levels
as well as our ability to gather the information required to populate
these metrics are woefully inadequate, with GDP being the worst in that
it is a manipulated, meaningless number in terms of our human context:
our ability to create and share safety, sustenance and joy.


Cities and nation states


Humanity’s ability to share a common identity and a set of values and
norms has been increasing since time immemorial. We started off with
common identity shared between the members of a hunter gatherer band to
shared identity amongst the members of a tribe to shared identity
amongst the members of a kingdom and more recently shared identity
between the members of a country.


Digitisation in conjunction with our global Internet infrastructure have
drastically reduced the cost of communication and the sharing of
information. This has led to individuals across the globe developing a
multifaceted sense of identity. Christians share some common views
across the globe, the same for Muslims, Buddhists, Hindus and the
followers of various religions across the world, including atheists and
agnostics. Justin Bieber fans across the globe share some common views.
There is likely a German that is an agnostic Trekkie, an FC Barcelona
football fan, likes to scuba dive, loves McDonald’s and Japanese food
whose favourite band is Metallica and that works as a graphic designer.
There is just as likely a Brazilian that is an agnostic Trekkie, an FC
Barcelona football fan, likes to scuba dive, loves McDonald’s and
Japanese food whose favourite band is Metallica and that works as a
graphic designer. Do these two individuals have a shared identity with
each other which is greater than their shared identity with their
respective fellow citizens from Germany and Brazil?


It is increasingly the case that city based teams compete against each
other across countries for sporting trophies. It is also the case that
values and norms tend to differ between the various regions of a country
such as the East and West Coast of the US as well as the northern and
southern states of the US.


The notion of countries as the foundation of shared identity and
therefore the foundation of collaboration are becoming increasingly
challenged. We are moving to a world with two predominant facets of
identity: on the one hand the towns and cities within which we live and
on the other hand the multifaceted identity which we share with other
global citizens.


Technology is drastically reducing organisational transaction costs.
This is leading to local regions being able to take greater control of
their collaborative destiny on the one hand and on the other global peer
to peer collaboration increasing, whether the peers be individuals,
groups of individuals or cities and towns.


Conclusion


South Africa and the rest of the developing world has millions of people
living in relative poverty with no jobs and few prospects. As a society
we are failing terribly in enabling these millions of people to live a
productive and above all fulfilling life. Our politicians are not coming
forth with solutions that are able to address our challenges. Our
corporations and businesses are not coming forth with solutions that are
able to address our challenges. Our financial services industry is not
coming forth with solutions that are able to address our challenges.


Unemployment rises or stays at the same high levels, crime levels remain
high, jails are overflowing, corruption is flourishing, courts are
overwhelmed, barbed wire and electric fencing is selling ever better,
drug use is rampant amongst the poor, education is failing etc. etc.
etc.


Our current societal system with its non-transparent, profit motive
driven and private bank controlled means of enabling collaboration is
not enabling us to address our societal challenges together.


In the following pages I suggest societal reform. There may be some,
especially amongst the rich and powerful, which will state that my
proposed reforms are ill conceived, impractical, unachievable etc. What
will be very difficult for them to do is say: “No reform is needed.
Everything is just fine as it is”. So the discussion is not “Should we
reform our society?” but rather “How must we reform our society at
speed?”





Constant Revolution and our Society


As discussed earlier one of the primary determinants in how we go about
organising ourselves toward achieving our goals together are the costs
of organisation, our current organisational transaction costs.
Technologies such as the Internet, smart mobile devices, automation,
expert systems etc. enable a reduction in organisational transaction
costs, thereby enabling us to organise ourselves in a different manner
at greater efficiency. Let us now look at a few examples and underlying
principles of these new means of co-operation.


Let’s look at encyclopaedias.


During the last 500 years the most efficient technology for the
capturing and distribution of human knowledge was via printed books.
Thus in order to spread knowledge one had to print books and ship them
around the globe in boats, trains, planes and trucks. To gather all
human information in one location meant that one had to have every book
ever published in one location. The institute that came closest to
achieving this is the US library of Congress. The Library of Congress
states that its collection fills about 838 miles of bookshelves, holds
about 147 million items with 33 million books. The information contained
in all 33 million books equates to roughly 15 Terabytes of digital data.
(Wikipedia)


Accessing information in books means that one has to physically hold the
book in one’s hand. In order to provide citizens around the globe with a
basic compendium of human knowledge the encyclopaedia was created.
Researchers and scholars would access the books in large central
libraries and collate the latest information into a set of books
covering broad human knowledge. The researchers curated and ensured the
veracity of information gathered. These encyclopaedias were then
centrally printed, distributed around the globe and purchase by
citizens. Millions upon millions of tons of books being shipped around
the globe. If general human knowledge about a certain subject improved
it could only be spread around the globe as part of the next volume of
encyclopaedias. Most families and libraries only updated their
encyclopaedias every few years, if not every decade. Producing
encyclopaedias was expensive. There were a number of encyclopaedia
businesses around the globe the most famous of which was probably
Encyclopaedia Britannica. The world of print based encyclopaedia
production and distribution was a highly respected industry over
hundreds of years.


Enter Wikipedia. Exit encyclopaedia industry. There is now one central
platform acting as an encyclopaedia for the entire globe, namely the
Internet. One of the key knowledge distribution platforms on the
Internet is Wikipedia. Many thousands of citizens around the globe
research various topics and directly publish these on Wikipedia. They do
so for free. Citizens that consume the information on Wikipedia verify
the veracity of such information. As any piece of information is updated
it is instantly available to billions around the world.


If one sees the various encyclopaedia companies that used to exist as a
number of different platforms, or even the millions of encyclopaedia
books as different platforms, what occurred was the centralisation of
encyclopaedia platforms onto a single platform, namely Wikipedia or the
Internet. On the other hand instead of having centrally located
researchers collecting and curating human information we now have
millions of people around the world creating and curating our single
shared encyclopaedia.


Massive centralisation in conjunction with massive decentralisation
enabled by technology. There is now effectively only one global
encyclopaedia which we all use, contribute to and curate together: the
Internet.


A similar process occurred for newspaper classifieds. Every paper was a
platform for classified ads. Newspapers had staff that collated and
correctly formatted all the classified ad submissions submitted via
phone, fax or letter. Now there are a number of centralised global
platforms such as eBay where citizens place their own classified ads in
a massively decentralised fashion.


The same is occurring now for books. There are still many publishing
companies publishing physical books but this is changing rapidly.
Amazon, Apple and others have created massively centralised platforms
making millions of titles available digitally. Instead of there being a
few publishers every single person can now be their own publisher.
Massive centralisation in conjunction with massive decentralisation.
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This process of massive centralisation in conjunction with massive
decentralisation enabled by the digitisation of information and
ubiquitous availability of such digitised information is starting to
impact the financial services industry and politics.


The finance industry and Constant Revolution


Physical paper and physical location have been limiting factors in our
ability to collaborate together. It was impossible for all of us to
evaluate opportunities for collaboration as well as the societal
promises associated with such collaboration. We could not efficiently
evaluate enough opportunities so as to spread our collaboration risks
across a number of opportunities. How would a person that wanted to
borrow money efficiently approach thousands of potential lenders
directly? How would a person that wanted to start a new restaurant in a
neighbourhood directly approach thousands of potential investors that
live in or close to the neighbourhood? There was simply no scalable
platform available that could support the efficient dissemination of
information relating to potential business cases and borrowers to
potential investors and lenders. The organisational transaction costs
associated to doing this directly were just too high.


Therefore the manner in which we lend money and invest money has been
via the intermediaries called banks and investment firms. Instead of
directly looking for a number of investment opportunities to enable us
to invest in a manner which spreads risk, we simply deposit our money in
a bank or invest in a fund at an investment institution. Everyone that
wanted to borrow money or get money for an investment would then apply
at a central location, namely the bank or the investment institution.
Banks and investment institutions were the only efficient manner in
which we could make, evaluate and manage societal promises and
collaboration considering the associated organisational transaction
costs of the time. One can look at it as a hub and spoke model where the
banks and investment institutions are the hubs that enable societal
collaboration and individuals and households are the spokes, with spokes
never communicating or collaborating directly.


The Internet now enables direct peer-to-peer collaboration at vastly
reduced organisational transaction costs. Platforms have been created
where potential borrowers and entrepreneurs make their cases for
funding. Potential lenders and investors can efficiently review all of
these applications on the provided platforms and can invest in such a
manner so as to efficiently spread their risk. Examples of such
platforms are Lending Club, Prosper, Kickstarter etc.


Where is this going? The forces of digitisation, cloud computing, smart
mobile devices, disintermediation, decentralisation and centralisation
will ebb and flow together as the future of societal business case
funding and management emerges:


	everyone is a venture capitalist

  	everyone is a portfolio manager

  	subject specific funding develops – green energy, music, art,
construction, health, community, gadgets and all the way down to
local greengrocers, local hydroponics etc.

  	new decentralised subject specific intermediaries emerge  -advisors,
consultants, monitors etc.

  	city backed funding platforms for city and regional development and
services?


It is now possible for us to make promises to each other and collaborate
together toward shared goals at much greater efficiency. These platforms
are growing at enormous speed around the world since they enable much
more efficient collaboration at much lower cost. The growth of such
platforms in South Africa is inhibited by two factors:


	current financial services regulation

  	incumbent banks and investment institutions


Our current regulatory framework is still stuck in the hub and spoke
model of banks and investment houses. The incumbent banks and investment
houses are threatened by these new platforms and have little incentive
to exploit these efficiencies for the benefit of society since it poses
a potential loss to bank shareholders and employees.


This is an unacceptable situation. Progress toward a prosperous future
for all South Africans, citizens of developing countries and the world
in general is being inhibited by this regulation and the motivations of
incumbent operators. Urgent reform and the restructuring of our
financial services industry are needed. We will see that banks have
options to soften the blow to shareholders and bank employees.


What will happen to the creation of money and credit as societal
business case evaluation and management is dis-intermediated? Something
is going to give. What will this mean for inflation, deflation, asset
prices and cycles of boom and bust? The current regulatory system will
be under immense strain in very short order.


I propose the nature of the required restructuring and reform. Read on.


Politics and Constant Revolution


There are only two recurring occasions upon which South African citizens
make joint decisions:


	general elections every five years

  	local elections every five years


On these two occasions we choose the political parties that will make
all further decisions on our behalf. We do not make any joint decisions
after this, leaving all decisions up to the politicians and hoping for
the best.


Why do we take such few joint decisions together? Again it is due to the
historic organisational transaction costs associated with the
dissemination of information and the transaction costs associated with
taking joint decisions. General and local elections are enormous
logistical operations. Millions upon millions of physical pieces of
paper must be marked by citizens to indicate their decision, every
citizen’s choice must be physically tallied and added together so as to
determine the joint decisions we have taken at various levels.


Vastly more efficient joint decision-making is now possible. The
combination of software platforms and mobile Internet access devices
enable us to take more frequent decisions together efficiently at
multiple levels. The role of politicians will move from being frequent
decision makers to that of being frequent facilitators and influencers
of citizen decision-making.


I will make clear in a later section why more direct and frequent joint
decision making by citizens at various levels is not only preferred but
vital if we are going to achieve the provision of safety, sustenance and
joy to every South African.


Money creation and destruction and Constant Revolution


The Club of Rome recently published a report promoting monetary
decentralisation and democratisation: 
http://www.clubofrome.org/?p=4478 .
The report calls for a reinvention of money, credit, mediums of exchange
etc.


The forces of Constant Revolution are about to cause the
disintermediation of the concept of money as we know it today. The
traditional description of the purpose of central bank issued money is
as a:


	medium of exchange

  	unit of account

  	store of value


We are now seeing:


	the start of a proliferation of exchange mediums

  	increasing work on establishing a commodity backed international
reference currency as well as BitCoin use picking up

  	demurrage being introduced for new exchange media, reducing money’s
function as a store of value


With:


	fiat currencies being the global norm

  	exchange of value being fully digitised

  	alternate mediums of exchange developing

  	funding and credit being crowdsourced and crowdcreated

  	calls for the reinvention of our monetary system spreading


what will become of money as we know it?


I propose a way forward. Read on.


Automation of Production


The majority of humans used to be occupied by the gathering and growing
of food. In developed countries today less than 2% of the population is
occupied by the growing and gathering of food. We can now efficiently
grow and gather vast amounts of food with little human labour.


As this process occurred the majority of humans moved from working and
living on farms to working in factories and living in cities. Over the
last few decades factories have become increasingly automated. We can
now efficiently produce goods in factories with little human labour.


As this process is continuing more and more humans are moving from
working in factories to working in service jobs in offices and in
retailers such as grocery shops and restaurants. What is happening and
where will it end?


Moore’s law is happening. From Wikipedia:



  Moore’s law is the observation that, over the history of computing
hardware, the number of transistors on integrated circuits doubles
approximately every two years. The period often quoted as “18 months” is
due to Intel executive David House, who predicted that period for a
doubling in chip performance (being a combination of the effect of more
transistors and their being faster).



Moore’s law is mostly depicted on a logarithmic scale such as the
following:
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The use of a logarithmic scale tends to obscure the enormity of what is
really happening. The following is Moore’s law plotted on a linear
scale:
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On this scale one can see that exponential progress is making a mockery
of computing power before 2005. In terms of increase in computing
performance it is as if nothing much happened before 2005, even though
the consumer internet had already been up and running for a good 10
years. Yahoo went public in 1996. 1996 does not even register on this
scale in terms of computing capability.


Here in the year 2013 the part of the curve we are on is going straight
up. That is why so much change is occurring around us so fast.


Through the use of computers humanity is expanding its joint brainpower.
The rate at which we are increasing our joint brainpower is increasing
exponentially. By using computers we can think faster, remember more,
cross-reference much more and share knowledge much more efficiently.
This in turn is enabling us to innovate much faster whether it be
regarding biology, chemistry, manufacturing techniques, faster and
smarter algorithms, electronics, education etc. etc.


We are rapidly increasing the intelligence and capability of machines,
whether these machines be computational or mechanical in nature or a
combination of both. Cheap easily programmable semi-humanoid robots such
as Baxter are entering the workforce. Expert systems such as IBM’s
Watson understand natural language, cross-reference huge data sets
almost instantaneously and draw focused conclusions based upon
structured reasoning. Google has produced augmented cars that drive
themselves. The Internet of things is spreading fast: all manner of
machines and devices measuring, storing, indexing and sharing
information as they perform tasks.


Is the level of automation we can achieve with greater computing power
and better engineering nearing the point at which it will cause core
structural changes in our global society? It would seem so. In their
book Race Against the Machine Andrew McAfee and Erik Brynjolfsson
reference the following graph:
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It depicts the fact that US productivity increased at speed between 2001
and 2010 without a commensurate increase in employment. Something seems
to be changing. Yes, globalisation and the outsourcing of production is
a factor in terms of the US, but it does not explain away the fact that
US corporate profits are at an all-time high, nor the fact that
investment in computing capacity and industrial equipment in the US are
continuing apace. What is not continuing apace is the employment of
people as part of the continuing increase of US productive capacity.


The US agency Defence Advanced Research Projects Agency (DARPA) are the
folks that funded the development of the fundamental technical
underpinning of the Internet. DARPA recently funded a challenge
requiring autonomous vehicles to cover a certain terrain. The challenge
has been stopped due to all its objectives having been met. Now we are
close to having autonomous cars on our roads. DARPA is executing a new
challenge during the years 2013 and 2014. It involves robots and is
called the DARPA Robotics challenge. It is expected that the winner of
the 2014 challenge will have a robot that can complete the following
tasks in sequence within a disaster terrain completely autonomously:


	drive a utility vehicle at the site

  	travel dismounted across rubble

  	remove debris blocking an entryway

  	open a door and enter a building

  	climb an industrial ladder and traverse an industrial walkway

  	use a tool to break through a concrete panel

  	locate and close a valve near a leaking pipe

  	connect a fire hose to a standpipe and turn on a valve


How long before we have robots in grocery stores doing shopping?


The truth of what is happening is that we are quickly approaching a
situation where:


	the growing and gathering of food is automated

  	the extraction of raw materials is automated

  	manufacturing and food processing is automated

  	distribution of goods from extraction through to manufacturing
through to retailers is automated

  	retailers are automated

  	monitoring and exception reporting of automated processes is
automated


Yes, there are and will still be tasks within the above processes which
only humans can perform, but that list of tasks is being shortened
daily. In summary the following is occurring:


	all manual labour is being automated at speed

  	all algorithmic and repetitive computational labour is being
automated at speed


Automation is changing the nature of globalisation. The primary driver
of globalisation to date has been the cost of labour. Automation is
reducing the importance of the cost of labour as a factor of production.
3-D printing and flexible production machinery is changing the
relationship between the obtainment of raw materials, processing of raw
materials into products or subcomponents and the transport of final
products to end customers or the transport of subcomponents for final
assembly closer to the end customer. As an increasing proportion of the
production steps between raw material and end product is automated the
economic drivers of where production takes place will become the
following:


	centralise the production of goods with a high value to weight ratio
where the production of such goods require high levels of capital
investment and proximity to large sources of energy, water and raw
materials. An example would be the production of microprocessors,
the location of data centres etc.

  	for all other goods favour production locations at which raw
materials and end customers are close to each other enabling locally
sourced raw materials to be processed into end products and
delivered to the customer with minimal transportation costs


The above factors will lead to a sizeable portion of outsourced
production returning to countries such as America and regions such as
Europe. What will not return though are the jobs for humans in these
countries since production will be largely automated.


What will remain is innovative work: finding new ways to do things,
discovering new ways in which nature can be harnessed, building new
kinds of machines, creating art in all its forms together.


Providing sustenance and safety to all will not require continuous
innovation by all. This means that there will not be enough work for all
to do with respect to our current understanding of what work is.


Our economy and societal system is not adapting to this at the speed
required. Our economy still works on a labour supply and demand basis,
linking the magic beans we reward to folks doing labour to the supply of
folks that can do such manual work. Since so much work is being
automated at speed we have an oversupply of folks available to do the
remaining manual labour. Therefore our current economic system requires
the price of manual labour to be reduced drastically. This results in
those that do the manual work being underpaid whilst we subsidise those
that cannot find any manual work to do. Both are provided just enough
money to scrounge by in hovels in dangerous neighbourhoods where they
experience little joy, leading to drug abuse, violent crime etc. In
contrast too much money is being centralised to those that have capital.


Middle class growth is slowing. The effectively poor and poor are
increasing and the wealthy are becoming increasingly disconnected from
the rest of society. The middle class and wealthy produce and consume
goods for each other across the globe whilst the poor struggle to
survive and cannot exchange value with almost anyone since they have
almost no money, almost no co-operative oxygen.


It takes money to build machines and automate production. The poor do
not have such money nor do they have access to the financial markets
that can create the money needed. The rich have access to money and
access to financial markets that can create money. Therefore the rich in
conjunction with the financial services industry are financing the
continued automation of production which, if left unchecked, will result
in the overwhelming majority of the factors of production belonging to
1% of society.


Systemic Meltdown


Our world is undergoing a transformation which will cause our current
understanding of work and money to become meaningless. This process will
be largely completed by 2035, just a few years from now. The large scale
impact of this transition will become impossible to ignore a decade from
now but plans, decisions and actions in the financial services industry
and government are impacted already now. Let’s see how.


Let’s look again at work and money.


Why do we work? Because we need sustenance and safety and in order to
produce them together for us all human labour, work, is needed.


How do we obtain sustenance and safety through our work?


For the overwhelming majority of us our work does not directly translate
into sustenance and safety. We divided the process of producing safety
and sustenance for each other into a series of billions of individual
tasks linked together in complex value chains that turn into each of us
having a place to live and being able to obtain the food and drink we
need every day.


How does performing a single task become sustenance and safety?


Small groups of humans used to simply co-operate together and divide up
the tasks amongst themselves equitably. Equitably? Humans have evolved
to not be taken advantage of in the process of co-operation. We do not
like freeloaders. In a small group we can know and share who contributes
and who does not. Networks of transparency and trust on who does what
are available. Various forms of pressure within the village ensure that
all contribute.


As society became more complex it became impossible to track directly
who is contributing value and who not. The concept of money was
introduced over time to solve this problem. A scarce amount of tokens
are created and subsequently exchanged. Some form of labour must be
performed to obtain a token. Possession of the token equates to good
standing since the assumption is that value was produced for society in
order to obtain the token.


Thus money as we know it today is our primary means of ensuring that
there are no freeloaders in society. Everyone must contribute to society
by performing some task within our complex value chains in order to
obtain the scarce tokens to in turn obtain their needed safety and
sustenance.


Fast forward to 2035.


The energy within sunlight, wind, geothermal heat, nuclear fusion and
fission etc. is efficiently converted into electricity all over the
world.


Electricity powers various types of computational machines which in turn
monitor and control various powered mechanical machines that can
manipulate objects in the physical world in order to produce new objects
or move physical objects to where they are needed in order to produce
value for humans. The end result:  the overwhelming majority of
repetitive tasks within our current societal value chains are automated
and executed by machines.


Applying our current understanding of work to this 2035 world would mean
that the majority of humans would not have any work to perform. There is
no need to lift and move and pack objects, drive trucks, operate cash
registers, cut down trees, build roads, houses etc. Machines do the
work, control and monitor for expected results and inform humans should
some problem occur which the computational machines in conjunction with
the mechanical machines cannot solve.


So if only 10% of humans are needed in 2035 to perform work as we
understand it today, will the other 90% of humanity starve since they
did not perform work in order to obtain money so as to exchange the
money for safety and security? Of course not.


What must and will change utterly is our concept of what work is and
what money is, and whether either of them is needed or not.


This process has already started and will accelerate rapidly. By 2020 we
will be producing:


	150 million autonomous transport vehicles of various types annually
– no drivers needed

  	500 million adaptable manufacturing robots annually that can operate
machinery and assemble, move and package objects

  	cloud based expert systems which will propose, analyse progress and
suggest next steps to provide medical treatment, explanations on
accounts, legal advice, investment advice, perform accounting
functions etc.


What is in effect happening is that humans are competing against
machines for manual labour. Humans are losing and will continue to lose
until the majority of manual and repetitive cognitive labour is
automated. This inevitable process of change will cause tremendous
stresses on the manner in which our world is currently structured.
Consider South Africa and the tremendous amount of housing
infrastructure which we must still build. How would we usually go about
organising ourselves in order to build the needed housing?


	Banks act as agents or proxies for society enabling anonymous
impersonal collaboration toward various societal goals, such as
building housing.

  	Banks review the ability of every person that needs a house to
provide return value to society. Should the bank be reasonably
satisfied that a person will be able to provide some kind of value
to society over time in return for a number of others in society
collaborating to build them a house, the bank will create the needed
money and record it as a debt against the person which must be paid
back over time.

  	The required money is created and paid to those constructing the
housing

  	The person with the debt must now sell their skills and labour to
others so as to obtain the scarce money in order to pay back the
debt to the bank, with the bank acting as a proxy for society and
being rewarded for doing so by charging interest on the debt

  	The majority of people in South Africa requiring housing are either
unemployed or perform manual labour of some kind

  	Housing bonds are financed over a period of up to 30 years. If the
loan was granted in 2014 it means the loan is expected to be paid
back by 2044.

  	An ever increasing amount of the remaining manual human labour is
being automated, with the majority of manual labour expected to be
automated by 2035.

  	How will the debt to the bank, representing a debt to society, be
repaid?


Yes indeed, how will the debt associated with the construction of
millions of houses be repaid?


The simple answer within our current social, economic and monetary
system?


It won’t.


The majority of folks needing housing will lose the manual labour race
against machines, will therefore be unable to sell their labour services
for income and will thus not be able to repay the debt associated to the
creation of housing.


The pace at which these societal changes will occur is not at all well
understood throughout the various sectors of our society. In addition
our current societal structures make it very difficult for individuals
as well as organisations of various types to adapt to these changes.


This is the greatest challenge that we face as a country. Our current
societal model does not enable us to collaborate toward the creation of
needed housing infrastructure for millions upon millions of our
citizens.


We do not have a functioning social safety net. Individuals which lose
their jobs due to these changes will be under immense pressure to find
another job in short order so as to obtain their needed safety and
sustenance. It is becoming increasingly unlikely that they will find a
job involving manual labour of some form.


What then are our options?


Must millions of citizens accept their fate and be content with the fact
that our current societal system does not allow for them to have proper
housing, nor safety and sustenance? I think not.


Must we create new types of work to ensure that all of us are
contributing value to society and therefore will be able to earn money
to pay back the debt to society for having constructed the needed
housing? What work creating what value to society?


Will all of us become computation and mechanical machine designers? Why
would we need 5 billion people designing our machines which build the
rest of our machines? Some of us will be doing the remaining monitoring
and manual labour work not yet automated, but not enough to keep let’s
say 3 billion of us productively engaged with what we currently
understand to be work.


Should we appeal to the developed world to assist us in financing our
needed construction? Should we borrow from the IMF or World Bank? Well,
the reality of the situation is that they will not assist us with
financing. How would the developed world benefit from financing the
construction of European style cities in Africa? Citizens of the
developed world would not be able to use the housing. The only way in
which they could benefit would be by earning interest on the money lent.
The only way we as a country would be able to pay back the principal
plus interest, most likely exacted in a foreign currency, would be by
increasing our exports at a rate matching the speed at which we use such
financing to create infrastructure. We do not possess the skills nor the
capacity to increase our exports at the same rate as that at which we
could capacitate millions of unemployed in building our needed local
infrastructure.


The World Bank tends to finance projects which will ultimately benefit
the developed world. Financing provided is just enough to enable the
efficient extraction and export of Africa’s mineral wealth. Harbours are
constructed, roads are built, railways are built, electricity generation
capacity is constructed. Lastly the various mines are financed. World
Bank financing usually tends to largely dry up as soon as enough
infrastructure has been created in order to efficiently extract and
export mineral and other wealth.


The one resource which we do have an abundance of is manual labour.
However due to the automation of the provision of safety and sustenance
the developed world is not much interested in our manual labour
capacity.


What is happening?


We are migrating from the majority of humanity being occupied by the
current safety and sustenance economy to the majority of humanity being
occupied by a joy economy, if economy is the correct word since it is so
tied up to our concept of money.


Our current concepts of work and money will no longer apply.


If most of us were spending our time entertaining ourselves and others,
would we consider it work? Would we want to charge each other for every
smile? Those that produce the greatest joy would most likely get great
reward, but would the ones that mostly consume the products and services
of a joy economy be forced to somehow produce joy for others for
payment? How would we measure and compensate the efficient production of
societal joy? Would we have joy production efficiency consultants to
assist managers in extracting greater joy production from their workers?


I surely hope not!


So what are we to do? How can we create the infrastructure we need now
and how can we transition toward a joy economy?


Let’s see.





Principles and Techniques for a better South Africa and world


We have looked at the basics of how our South African society works
and established that there is great room for improvement. In addition we
have seen that we are heading for systemic meltdown as we automate all
remaining manual labour. This section introduces the principles and
techniques that can enable us to create a better South Africa for all, a
better world for all, and in so doing smooth our transition to a joy
economy.


What is our Goal?


Why do we collaborate? What are we all trying to achieve together? Our
goal is the following:



  to maximise the amount of joy that we all experience as we live our
lives together



That is it. No more and no less.


We experience joy from many things: playing, listening and dancing to
music; sharing stories both true and make-believe; playing games;
creating, sharing and enjoying beautiful objects and surroundings;
learning and doing new things; achieving goals together; relaxing and
sleeping; creating, sharing and enjoying food and drink together;
teaching our children and watching them grow; being in nature and
appreciating the diversity and beauty of life on Earth.


To enjoy ourselves we need to be able to do what we enjoy and do so with
little fear of not being able to obtain and retain safety and
sustenance.


How can we achieve this goal to the maximum extent possible?



  by automating the production of safety and sustenance



Imagine robots and machines being able to efficiently manufacture and
distribute or locally manufacture the safety and sustenance we need. Are
we very far from achieving this? We already have the basic ability to
create automated farming and manufacturing machinery, self-driving
trucks and cars, walking robots able to load and pack goods etc.
Effectively combining all of these capabilities will lead to us being
able to largely automate the provision of safety and sustenance for all
by 2035.


This concept of automated production and its consequences take a bit of
getting used to. Let’s mull over it once more to get you more
comfortable with the concept. The following thinking approach helps a
bit:


	there are sufficient input resources – mother earth in combination
with our recycling ability can support our needs for basic input
materials. Iron ore, fertile soil, seeds, trees etc.

  	the process of converting input resources to human consumable
products, via multiple steps if needed, are largely automated.
Electricity generation, food production and processing, drinks
production, producing manufacturing and processing machines of
various types, transport machines etc.

  	distribution of products and services to consumers is largely
automated

  	collection of waste material and recycling is largely automated

  	repeat


The majority of humans would not need to do any kind of work as we
understand it today in this process. What would they then do to earn
money to buy the goods and services they need? More importantly – who
would they need to be paying for the goods? This leads to the breaking
down of our basic concept of how an economy functions.


What would we humans then do?


Experience joy together, that is what we would do.


We have not achieved this goal yet. What do we do in the interim?


We must work toward it together as effectively and efficiently as
possible, ensuring that along the way each of us has enough safety and
sustenance and as much free time as possible so as to experience maximum
joy together.


We need to remove the barriers and shortcomings of our existing societal
system blocking us from achieving our interim and ultimate goal. We can
start making incremental progress right now.


The fundamentals of what we must achieve are:


	redefine what work is and why we do it

  	redefine why we need the co-operative oxygen called money, redefine
what money is, how it is created and how we use it to organise our
collaboration toward shared goals

  	explicitly intertwine money and society

  	identify our safety and sustenance challenges at a city and town
level

  	communicate and form a shared understanding of these challenges

  	enable our fast and efficient collaboration toward meeting these
challenges through:
    	the creation of suitable and sufficient forms of co-operative
oxygen

      	democratisation of the efficient allocation of such co-operative
oxygen

      	fostering trust through transparency

      	fostering collaboration toward achieving our shared goals vs.
hoarding and exploitation

      	removing risks of collaboration

    


  	sharing remaining manual labour equitably

  	exploiting technology to the maximum in achieving all of the above


The principles upon which our society must be based such that we can
achieve these goals are:


	Open

  	Adaptive

  	Transparent

  	Inclusive

  	Sharing

  	Fact based

  	Decentralised

  	Safe


The tools and techniques needed to achieve the above are available to us
today. Blocking our progress is a lack of awareness of and understanding
of these tools and techniques within our society. My goal is to correct
this lack of awareness and understanding, and the first step toward this
goal is the book you are now reading.


The tools and techniques we will cover are informed by and based on the
following:


	our better understanding of human nature

  	our better understanding of systems and complex adaptive systems in
particular

  	our better understanding of what money was, is and must be

  	our better understanding of achieving innovative and operational
efficiencies at scale

  	the improved availability of and our improved exploitation of
ubiquitous communication and computing infrastructure and
manufacturing capability


We will apply the underlying organisational principles that enable
efficient collaboration at scale toward shared goals:


	Shared purpose and a clear end state

  	Clear roles and boundaries

  	Minimal constraints

  	Decentralization of decision making and accountability

  	Self-organisation at multiple levels

  	Feedback cycles at multiple levels

  	Adaption and continuous improvement

  	Transparency

  	Safety

  	Trust


Infrastructure for the developing world and unemployment


Our point of departure for the societal changes needed and how we must
implement them will be the infrastructure needed by the developing
world. We will use South Africa specifically. Millions of South Africans
are living in dangerous, unsanitary, unhealthy conditions. As we
progress through the problem space associated with creating our needed
infrastructure I will elaborate on the details and reasoning behind my
proposed transition to an open economy South Africa.


Think of a country such as Switzerland, Norway, Sweden, Austria, Germany
etc. The population is stable or decreasing. There are no shanty towns
and shacks. Everyone has a home, most roads that are needed have been
built. Electricity generation is sufficient and plans are in place to
increase sustainable capacity as needed.


In these countries safety and sustenance have currently been secured for
the population. Since their core safety and sustenance infrastructure
already exists, they will have a smoother transition to a joy economy as
the provision of the majority of their safety and sustenance needs
become automated.


What about developing nations? What about South Africa? We need an
enormous amount of core infrastructure to be created as we transition
toward a joy economy.


South Africa suffers from chronic unemployment. Where shall we focus for
job creation? Jobs do not exist in and of themselves. They exist in
order to provide society with safety, sustenance and joy. Needs and
opportunities drive jobs. Let us look at our needs and opportunities:


	We need European style city infrastructure
    South Africa needs a vast amount of infrastructure in terms of
housing, roads, transport, sanitation etc. South Africa has made an
enormous error in its decision to create cheap and low quality
housing infrastructure. We will see in this book that there is
essentially nothing stopping us from creating infrastructure at a
quality matching that of the best European cities, including
transport infrastructure. When I say essentially nothing, what I
mean is that there are no physical constraints making it impossible
for us to create the infrastructure we need. What is stopping us are
logical constructs, the logical constructs associated with our
current societal system.

  

  	We need raw materials
    South Africa requires vast amounts of raw materials and partially
processed core input materials in order to create the infrastructure
we need. We need iron ore, steel, concrete, bricks, wood, asphalt
etc. We must invest heavily in the sourcing of raw materials and
first stage raw materials processing capability such as for the
creation of steel. Should we at some point have spare capacity over
and above what we need for local construction we can sell such
materials to other developing countries, especially in Africa.

  

  	We need food and drink
    We are somehow managing to provide every South African with enough
food and drink in order to survive. We can do much better in terms
of the nutritional value and health value of food provided. We can
also greatly reduce the stress and anxiety related to the obtainment
of such food and drink. There are significant employment and value
creation opportunities within South Africa’s agricultural and
agri-processing sector. Automation is continuing at pace but it will
be 10-15 years or more before an increasingly significant amount of
core agriculture and agri-processing is automated. Significant,
coordinated and efficient local investment and execution is needed
in this sector.

  

  	We need manufactured goods
    We need cars, washing machines, televisions, computers, iPads etc.
South Africa does not possess the innovative capacity and capability
needed to lead the innovation of new manufactured goods and
manufacturing techniques on a broad basis. In addition an
increasingly high level of skill is required for the mass production
of manufactured goods with a converse reduction in the amount of
unskilled labour required. In terms of manufacturing our focus must
be on the assembly of manufactured goods with a low ratio of value
to weight and volume where the cost of international transportation
to South Africa nears the cost of production. High value to weight
components must be manufactured in centralised locations across the
globe with these components being combined locally with low value to
weight locally manufactured components. Preference must be given to
the local manufacture and assembly of foreign designed goods or
components with low value to weight and volume ratios that either
require reasonably low skill or significant automation with
relatively low capital requirements, or a combination of both.


    Where we can focus on leading global innovation is for the goods and
services needed to support our local agriculture, local processing
of foods and the local extraction and processing of raw materials.


    As 3-D printing and other additive manufacturing technology improves
we may increasingly move to a situation where innovation is global,
digital distribution of innovation is global and the resulting
manufacturing of goods and services based upon such innovation is
local.

  

  	We need services
    We need to clean, take food orders, cook and serve food, paint,
build, repair, style hair, maintain gardens etc. The provision of
certain services can be globalised but the majority of services will
still have to be provided on a local basis. Value exchange related
to services tends to be local and remain local.

  

  	We must export to maintain our balance of payments
    As stated we do not have the local capacity to lead on the
innovation of a broad range of manufactured goods. Our export
industry focus must be linked to local capacity creation for the
meeting of our local needs, laying the foundation for excess
capacity and export. Therefore our export focus is based upon
agriculture, processed foods and raw materials. In addition we can
export manufactured goods where we lead on the innovation of goods
and services associated to agriculture, food processing, raw
materials extraction and processing and as we ramp up our local
infrastructure creation capacity we can export goods and services
related to infrastructure creation.

  


Our greatest need is the creation of infrastructure. It just so happens
that we possess much of the raw materials needed as well as millions of
unemployed citizens.


As we saw earlier our current societal models for co-operation will not
enable us to create this infrastructure. No one will finance the
construction work since it seems very unlikely that those moving into
the housing and using the newly constructed buildings and roads would be
able to pay back the debt to the global finance industry over time. Any
profit motivated venture involving long term debt financing is under
serious risk since the fundamental monetary and financial underpinnings
of our society will start breaking down within 10-15 years.


We cannot simply decide that those without proper housing must just
accept the fact since our societal structure is unable to facilitate our
collaboration toward constructing the housing they need.


What are our options? There is only one option.


We must change our societal structure.


Radically and rapidly.


Since it seems that few will be able to pay back the debt associated
with financing the construction of high density housing and related
infrastructure in South Africa, we have no option but to do it with no
debt associated.


In short, we must construct European style cities catering for the
safety, sustenance and core joy needs of all our citizens.


But where does the money then come from in order to create the housing
infrastructure? Let us rephrase that question. How can we facilitate our
co-operation toward the creation of our needed infrastructure?
Rephrasing again. How can we enable millions of us to work together in
order to obtain the raw input materials, process these materials as
needed, transport them to building sites and lastly combine the
materials appropriately as we construct the housing we need?


The question is not “where do we get the money to do this”. Money has no
intrinsic value. We can create an entry on a bank computer to represent
R1 000 000 000 000 000 000 000 000 000 000 000 and it would cost us the
10 minutes of someone’s time in order to create the entry.


Our supply of money is infinite. What we do not have an infinite supply
of is time, labour, raw materials, machinery etc.


So the answer is easy. We simply create the money we need in order to
provide the co-operative oxygen we need in order to facilitate our
co-operation toward the creation of our needed housing and related
infrastructure. Actually, a few certain types of money working in
unison, but more on that later.


OK, you are smiling, maybe even laughing or fuming. What a stupid,
simplistic, unworkable “solution”. The response is normally something
along the following: “We cannot simply create the money! What about
inflation? What about our balance of payments?” In our current paradigm,
yes, you are correct, but let us continue and see if we can address the
associated challenges related to simply creating the co-operative oxygen
we need.


The challenge with balance of payments is that a large portion of the
money created to finance infrastructure may eventually leave the country
as foreign goods are purchased: cars, telephones, iPads, medicines,
imported food etc. etc.


How did European countries manage to create the infrastructure they
needed? To a large extent they also simply created the money needed in
order to activate their local labour capacity toward the creation of
needed infrastructure. Why did they not have a challenge with balance of
payments? For the simple reason that when the majority of European
infrastructure was created the global economy was not nearly as highly
integrated as it is now. City and town-based economies were not as
integrated to other cities and towns as they are now. National economies
were not as integrated to the economies of other nations as they are
now. Thus there was a natural barrier or dyke protecting the balance of
payments position of these countries as they created the money needed to
create their needed infrastructure. In addition capital controls were
more widespread.


Today the global economy is massively integrated. Everyone is able to
buy foreign goods at just about every single retail outlet. If we
ignored the debt aspect and simply created money at the pace needed to
activate the majority of our labour capacity toward the creation of our
needed infrastructure at the fastest possible speed, a speed determined
by the physical constraints of raw materials extraction and transport,
training of labour and parallel construction, we would most likely
experience serious balance of payments issues in short order.


Due to the highly integrated nature of our global economy developing
countries are at a disadvantage with respect to developed countries due
to the inability of developing countries to control the pace at which
they create money in order to collaborate toward local objectives. The
pace at which we can use money to activate our collaboration toward
local goals is constrained by our highly integrated global economy, or
rather the nature of our current globally integrated monetary system.


If we did simply create the money another question would be: “Who
creates the money? Do we continue using banks as our societal proxies
for asset creation and subsequent value production?”


Since there is no debt, there is no interest, there is no profit, there
is no business case. So we do not need the banks as they exist today to
perform their societal business case evaluation and management for this.


So the simple answer is no, we will not use banks to create the money.
We, the citizens of South Africa, via societal structures that fulfil
our needs, will simply create the money needed.


There are many thousands of skilled individuals in the banking industry
though. We will need these skilled individuals. How this will work is
covered a bit later.


Now a number of new questions and concerns present themselves:


	What happens to the banking and financial services industry?

  	Who decides what housing to create and where?

  	How much money must be created and at what speed to enable our
collaboration?

  	As we rapidly create the vast amounts of money needed to facilitate
our collaboration, how can we avoid creating massive inflation and
negatively impacting our country’s balance of payments?

  	Who gets the housing?

  	Who builds the housing?

  	Will the money be used efficiently?

  	Will there be massive corruption?

  	How can we avoid some becoming very rich in this process where there
is no debt and therefore no risky investments for groups of
individuals?

  	What will this mean for pension funds and other investment
institutions?


Let’s start our journey together now.


We start with the transformation of our financial services industry and
government.


Buckle your seat belts and hold on tight, here we go!


First principles and lifting the veil


The intertwined nature of money, credit, society, trust and
accountability are not at all clear in our current society. They are all
essentially one and the same concept. Our first step is to redefine
these relationships from first principles and structuring our
co-operative systems and processes in such a way that these intertwined
relationships are completely clear and transparent to everyone.


In order to redefine the financial services industry and determine its
future structure and function one must first correctly describe the true
function of the current financial services industry, namely:



  facilitating the making and keeping of collaborative promises made
between all of us



How is this the case?


When we borrow money from a bank over a long period of time to create
and pay for a large infrastructure asset such as a house, we must
remember that the bank does not actually have the money. It simply
creates the money and records it as a debt against the borrower on
behalf of society. The borrower makes a promise to provide enough value
to society over time to pay back the loan.


When you save for pension through an investment institution, society is
in effect promising that it will take care of you if you can prove that
you provided value for society throughout your productive life by
somehow obtaining enough money by selling your labour. The investment
institution is simply facilitating the two sides of this promise: you
will provide value to society throughout your productive life and
society will look after you in return in your old age.


More than 90% of the money in existence today was created on the back of
a credit agreement. We are rapidly approaching a situation where 100% of
our money is created via credit, which is a very excellent development
as I will show. Money itself and the possession of money contain an
implicit promise. Every cent of money in the world is linked to a
societal promise and its subsequent obligation. A person that possesses
money is one of two things:


	the person that made the promise to which the money is connected

  	a person that earned money by producing value in society for others,
with the others linking in a chain to the person that originally had
the money created through a promise


Tracking the making and keeping of collaborative promises between each
other and to society has been an enormous challenge throughout the
history of humanity. Computers and mobile computing devices are about to
enable an order of magnitude improvement in our ability to collaborate
through the making and tracking of promises to each other and to
society.


We start our discussion by describing the end goal of global financial
services transformation. Achieving it may seem impossible in terms of
scope and complexity. If it does remember the “impossibly” large and
complex undertakings which have been successfully completed in just the
last couple of years by private companies:


	The majority of streets in the world are mapped and available on
your phone which will guide you to anywhere along them

  	Google took pictures of the 360° view along 5 million miles of
roads, covering 39 countries and about 3,000 cities, stitched it all
together and made it available on your phone from anywhere

  	1.1 billion humans created a profile on Facebook and can now
communicate with each other via text, sound and video


We often struggle to comprehend what increasing computing power and
collaboration via the internet and mobile computing devices are enabling
us to do.


The following global platform will form the basis needed to remove the
challenges associated with our current global monetary and financial
services system, challenges such as boom and bust, inflation,
speculation and asset bubbles. This platform will be resisted by the
truly rich and powerful of the world but in turn it will provide
incalculable benefit and freedom to the overwhelming majority of
humanity.


Global credit clearing platform


Physical money is an illusion. There are no physical items of value
which underpin the value of our money. Money is credit and credit is
money. Credit is a promise. The only thing giving meaning and value to
money are the promises we make to each other and the resulting
obligations we have to each other as we collaborate and exchange the
value backed up by our promises. The time has come for our global
obligations and promises to become completely clear and transparent. The
world must create a global credit clearing platform with the utmost
priority. What follows is a brief overview of our future global monetary
and socioeconomic societal system. Subsequent sections go into more
detail so don’t stress if some aspects are not clear at this time.


The components and operation of a global credit clearing platform are:


	a single global currency unit is used on the platform

  	every working age human is registered on the platform

  	money comes into existence as the result of promises that are made,
i.e. money comes into existence as credit is created by individuals
and groups of individuals as they make promises to others

  	money is the digital, flexible and exchangeable embodiment of a
societal promise

  	the current credit record and cash position of every human is on the
platform; think of it as a wallet with credit capabilities; think of
it as your global reputation; can you be trusted? Do you produce
value for society? What promises have you made to others in society?
Who are those others? What promises have you made together with
others in society?

  	all personal credit records and cash positions are visible to all

  	all cooperative collections of humans are registered on the platform

  	cooperative collections consist of two types
    	societal groupings at various hierarchical levels linked to a
location; similar to what we think of currently as the various
levels of government or political structures

      	cooperative entities not linked to a specific societal grouping;
similar to the various entities we currently call businesses

    


  	societal grouping entities capture our physical location with
respect to one another: political wards, municipalities, provinces
or states, countries, continents

  	societal groupings are backed by political legitimacy and the rule
of law

  	all promises made are ultimately made to a specific societal
grouping, in other words credit is created as individuals or groups
of individuals make promises to others backed by societal groupings

  	life is ultimately local therefore credit, the promises we make, has
a local basis namely our hierarchy of societal groupings based on
the hierarchy of local to national territories eventually covering
the planet

  	every human’s profile on the system is linked to a single primary
leaf societal grouping entity; leaf indicating that the cooperative
entity is one at the bottom of the hierarchy; thus we are all
recorded as having a primary residence and a primary connection to
another group of people based upon location

  	every cooperative entity’s profile on the system is linked to a
single societal grouping entity at an appropriate level; thus a
top-level cooperative entity may have a link to a top-level societal
grouping, with that cooperative entity having many subsidiaries each
in turn linked to a societal grouping

  	the total amount of credit linked to individuals = the total amount
of money in circulation

  	a cooperative entity may have as its members a mixture of other
cooperative entities and specific individuals

  	the members of and relationships between individuals, cooperative
entities and societal groupings are public and visible to all

  	cooperative entities and societal groupings must have the equivalent
of articles of incorporation or constitutions describing purpose and
operation visible to all

  	all credit stems from individuals as they make promises to each
other as members of societal groupings

  	the credit record and position of every entity is on the platform

  	all credit records and positions of all entities are visible to all

  	cooperative entities obtain their money from individuals as they
make value delivery promises. A cooperative grouping only works with
money backed up by promises which are made by individuals or groups
of individuals which are ultimately backed up by the relevant level
societal grouping

  	societal groupings can make promises to each other

  	credit limits are agreed for individuals, cooperative entities and
societal groupings

  	some promises can be made without vetting and approval but as the
scope of promises made increases so does the vetting, approval and
management structures associated with the making of such promises

  	the lowest level of societal grouping agrees the limit to which an
individual can make promises without having those promises having to
be vetted and agreed to; thus everyone has the right to create an
agreed amount of credit, and the money associated to that credit, on
the spot and spend it into society

  	individuals can also settle promises, i.e. pay back credit and in
the process destroy the money represented by the credit, at any
time; thus everyone has the right to settle credit and destroy the
money associated to that credit on the spot

  	all credit is payable over a timespan ranging from immediate to a
maximum of 30 years

  	all credit is thus associated to a repayment schedule

  	the current scheduled monthly repayment amount for every human is
visible to all

  	thus the expected rate at which an individual must fulfil their
societal promises, i.e. the expected rate at which the individual
must add value to society, is visible to all

  	money is created as societal value creation promises are made by
individuals with the individuals then having to prove that such
value is being created for society as others buy goods or services
with the money they created backed up by their own societal promises

  	credit and the associated repayment schedule is eventually always
linked to an individual

  	if an individual is delinked from one societal grouping and linked
to another, the related societal groupings must approve the transfer
of promises made, i.e. credit is moved

  	credit is not the means of earning money but the means of enabling
cooperation and collaboration

  	a cooperative entity may have societal groupings as its members

  	the payable portion associated to every entity’s credit obligations
and the associated scheduled credit are visible to all, with all
such value creation obligations calculated as the totals of credit
and obligations of the individuals providing such credit

  	credit obligations viewed in conjunction with cash balances makes
the societal trustworthiness and value producing capability of
individuals, cooperative entities and societal entities at various
levels very clear to all

  	there are potential legal consequences for regularly attempting to
exceed credit limits

  	there are potential legal consequences for bankruptcy

  	credit is never destroyed without the money based on the credit
being destroyed

  	if credit for an individual is forgiven that credit must be absorbed
by the individual’s relevant societal grouping and recorded on the
individual’s record as bad credit. All credit is created against a
societal grouping, thus all bad credit must be absorbed by a
societal grouping

  	if credit for a societal grouping is forgiven that credit must be
absorbed by another societal grouping in the parentage hierarchy of
societal groupings and recorded on the defaulting societal
grouping’s credit record as bad credit. All credit is created
against a societal grouping, thus all bad credit must be absorbed by
a societal grouping

  	proportional money redistribution and credit forgiveness via
societal grouping structures occurs regularly from those with the
greatest positive balances to those with the greatest negative
balances


What does all this mean? How would society work on such a global credit
clearing platform?


The surprising truth is that society pretty much works in this way
already. The major difference is that there are thousands of different
credit platforms, almost none of the credit and cash records are
publicly visible and credit and cash ownership is not tracked by
location. Having many thousands such platforms is extremely inefficient.
Having almost none of it publicly visible enables corruption on a grand
scale and also drastically inhibits societal co-operation.


The fact that we are already operating a global credit clearing network
is just obfuscated by intermediaries and unnecessarily complex finance
techno speak. Therefore this system and its credit clearing network
nature is not very clear and therefore this is not readily understood by
the majority of humanity. As most people buy houses and cars they go
into a massively negative credit position with respect to the rest of
society. Most then spend a great deal of their working lives repaying
this societal credit. The very wealthy own the vast majority of
productive capacity via businesses, massively positive credit or cash
balances and no negative credit balances with respect to the rest of
society, meaning that the rest of society must work many years to try
and pay off societal credit the resulting cash of which has accumulated
to the very rich. The manner in which compound interest reduces the
likelihood of such societal credit, as owed by the middle class and
poor, ever being paid off to almost zero is not at all clearly visible
in the current system.


Moving to a global credit clearing network involves changing how a very
complex global system works. It will obviously take a number of years or
decades for all countries and individuals across the world to join such
a global credit clearing network. The countries which move fastest
toward such transparent national credit clearing networks will enjoy
enormous advantages over the countries which do not have such
transparent credit clearing networks.


This is a lot to take in. Let me explain the step-by-step process
whereby a country would move to a national credit clearing system. This
will help to clarify how the system is structured and how the various
components work together.


Step 1 – from deposit taking to wallets and investments


Our current banking system mixes up the concepts of cash and investment.
Cash is yours and is not at risk. Cash that has been invested is no
longer yours and is at risk. Invested cash may lead to returns or
losses.


The overwhelming majority of value exchange occurs via bank accounts. It
is not very clear what happens when we place our cash into a deposit
account at a bank. The impression that is created is that we put the
money into a box which is then held safely for us by the bank. This is
not the case. We are actually lending our money to the bank. The bank is
then allowed to take this money and invest it, placing the money at
risk. That is why we have deposit insurance provided by governments. A
bank may make bad investments and lose all the cash that has been
deposited inside it. In such a case the deposit insurance would kick in
and everyone that lost money would get the money returned up to a
certain maximum value, usually around $100,000.
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Deposit accounts are critical to the functioning of our global value
exchange system. Having this mixed up with investments is the reason why
banking regulation is complex and expensive. Therefore we must split
deposit taking into wallet management and investment accounts.


The focus for wallet accounts is facilitating the efficient and cheap or
free exchange of digital cash. The focus for investment accounts is on
providing a return on investment and the management of investment risk.


Such a split would enable the drastic simplification of banking
regulation relating to the cash handling aspects of deposit accounts,
i.e. the regulation associated with the management of digital wallets.
Without taking Step 1 we will not be able to take Step 2.


Step 2 – Unified Value Exchange System per Country


Moving from deposit accounts to wallets and investment accounts will
enable the fast and efficient adoption of a math-based digital exchange
system.


Currently every bank in the world has its own proprietary systems for
the management of cash. If cash moves from one account within a bank to
another account within the same bank the transaction is usually quite
simple, low cost and immediate. If money must be moved from one bank
account to another bank account the transaction is more expensive and
can take up to 2 days. Since cash handling is mixed up with investment
and money creation the central bank has to be informed of cash
movements. Various batch jobs are run in order to keep track of where
cash is.
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All of these old and proprietary systems are no longer needed and must
be replaced as quickly as possible with the innovative math-based
digital software platforms that have been created over the past few
years such as Bitcoin, Ripple, LiteCoin etc. It would be best if all
such platforms were open source and free, and better yet if we had one
single software base globally with various institutions and private
sector organisations funding its development similar as to what is done
for Linux, especially the Ubuntu distribution. Each country can then
form the appropriate institutions for the operation and management of
such a national digital exchange platform. The cost of exchanging
digital value or payments on such a system would be essentially zero.


Banks must then rename their existing deposit accounts as investment
accounts and clearly explain the meaning, purpose and risks of such
accounts to all citizens. Citizens and businesses will then quickly
adapt to keeping some money as pure digital cash in wallets which can be
exchanged between wallets at pretty much zero cost and investing some
money into investment accounts in order to earn a potential return. In
addition the need for bank based investment accounts will greatly reduce
as I will explain shortly.


Step 3 – Wallets, location and societal structure


Life is local. We live and create value in neighbourhoods, towns and
cities. We need to understand where money is. Therefore every wallet
must be linked to a specific geographic location.


Let us start with individuals. We already have an official societal
structure in South Africa. Every citizen lives in a ward, every ward is
within a municipality, every municipality within a province and every
province within the country South Africa.  Every citizen must be linked
to a ward and thus the wallet of every citizen linked to a ward.
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In addition government and business wallets must be linked to the
relevant and appropriate levels within our societal structure. A
government department working on a provincial basis has its wallet
linked to the relevant provincial node, one working on a municipal level
to a municipal node etc. The same applies for businesses.


In short every bank account which has now become a wallet must be linked
to the correct node in our societal structure with respect to
geolocation, with preference to and pressure being applied to have more
of the cash in wallets linked to the lowest ward level.


It will now be easy to see the distribution of cash throughout society
with respect to geolocation.


Step 4 – Unified Credit View


Every country has a number of platforms competing for the collation and
provision of credit information. Collecting and analysing such
information is a key competitive factor for banks. Banks use this
information as they perform their role of societal business case
evaluators and managers.


Money is credit. Credit is money. It is crucial for us as a society to
understand our joint return on credit. Are we able to fulfil the
promises that we make? How many promises have been made and how large
are these promises? Who has been making these promises?


In order for a national and eventually global credit clearing network to
function all credit and wallet information must be public. In addition
part of my proposal for our future societal structure is that businesses
and governmental institutions, in fact any societal structure
representing a collection of individuals, cannot directly obtain credit.
Credit can only be created by individuals and seeded by individuals to
organisations through the creation of money and making such money
available to the institutions representing a collection of individuals
acting together.
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Thus the credit information for any individual includes the promises
which that individual made in isolation, promises made in conjunction
with others as part of a business or promises made in conjunction with
others with respect to our societal structures. One would see Mr John
Smith’s current wallet value, or cash value, short-term and long-term
personal credit, their proportion of business related short-term and
long-term credit and lastly their proportion of societal structure
short-term and long-term credit at a ward, municipal, provincial and
national level.


Our societal credit position being freely available and easily
accessible to all is a vital component of a societal structure that
enables faster and more efficient societal collaboration.


Step 5 – Credit, location and societal structure


Life is local. We live and create value in neighbourhoods, towns and
cities. We need to understand where the credit promises that led to the
creation of our money were made. Therefore every individual’s credit
information must be added to their wallet.


This is a very powerful set of information for the citizens of a country
to possess. What is the state of our collaborative efforts, are we being
successful or unsuccessful? Are we delivering on our societal promises
or not? As stated previously my proposal is that all credit is granted
at an individual level. Thus the credit positions at levels above that
of an individual such as wards, municipalities and businesses are
summary views of the credit used by individuals to collectively fund
these organisations.


Promises remain until they have been met. Cash moves. Stated
differently: negative credit balances stay put while positive credit
balances move.
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By creating this unified national picture of societal promises (credit)
and cash we can see which regions, businesses and governmental
organisations are able to deliver on their societal value creation
promises. Let us consider a municipality such as the City of Joburg.
Citizens make various societal value creation promises as they take on
credit obligations and create the associated money in the process. If
the total credit position of the City of Joburg added up to R500 billion
but the total cash position of wallets linked to the City of Joburg
added up to only R400 billion then there would be a problem in the City
of Joburg. The value associated to Joburg’s societal promises, the
money, would be seen to be flowing out of the city and out into the
world with not enough coming back. Joburg citizens would be seen to be
unable to provide more value than what they take from others. The city
would be heading for a failed promise crisis, a debt crisis, insofar as
it could not provide value equivalent to the promises made.


The platform must enable the managing of credit limits at all levels.
How big a value creation promise can be made and by who?


A very valuable countrywide insight would occur as the existing national
credit information is added onto and correctly allocated on the
platform. Government debt at various levels would be devolved down to
citizens and correctly indicated as such, i.e. debt promises and their
associated value producing obligations made at a societal level being
visible at the individual level. Mr John Smith would be able to see that
he’s portion of municipal debt is currently standing at R5000, that he’s
portion of provincial debt is standing at R8 000 and lastly that he’s
portion of national debt is standing at R18 000. Thus he’s portion of
total government debt would be standing at R31 000. Every time that any
governmental institution makes another money creating promise with its
associated value producing obligations every citizen would be able to
immediately see how that obligation equates to them. I would be
surprised if this does not lead to more pressure on government
institutions to take on less debt.


Another interesting insight would be at a national level. If the
country’s total credit stands at R1 trillion but the total national cash
position stands at R900 billion it would indicate that we had purchased
R100 billion worth of foreign goods without any equivalent value flowing
back from other countries as we provide goods and services to them in
return. The result: a real-time view of our balance of payments
available to everyone.


There will be privacy concerns about making wallets public. All
government wallets must definitely be made public. A strong case can be
made for all business wallets being made public. It would not be a
competitive disadvantage to businesses since wallet transparency would
apply to all businesses, similar to laws currently applying to all
businesses. All civil servant and politician wallets must certainly be
made public. It would make corruption much more difficult. The majority
of South Africans barely have money at all and would most likely not be
concerned about wallet transparency but rather be supportive of it.
Later on I will cover the workings of what I call an Open Economy. It
would provide a very strong incentive for individuals to make public
their wallet status, including credit position.


Step 6 – Stop the printing of money not backed by a credit promise


Globally we have more credit backed money than fiat money. Fiat money is
not backed by a value creation promise. It is simply created out of thin
air and distributed into society to enable exchange. Fiat money is
disconnected from reality. One can simply print R1trillion and drop it
onto the streets from helicopters. Quite a bit of this has happened in
the world and it usually leads to chaos in the relevant society. Some of
this is happening in the US right now.


Once we fully move to a credit clearing based world all money will be
the manifestation of a value creation promise: the negative credit side
which is the value creation promise matched by the positive credit side
which is the manifestation of the promise, i.e. the money, and the means
through which we collaborate to fulfill the promise and track whether
the value creation promise is fulfilled over time.


What distinguishes fiat money from credit money? What makes credit money
more real than fiat money? The only thing that makes credit money more
rooted in reality is the quality of the value creation promise attached
to the credit money. What determines whether a promise is of high
quality or not? The factors are:


	how specific is the value creation promise? The more specific the
better.

  	how many people are involved in the promise? The fewer people
involved the better.

  	how big is the promise or what is the scope of the promise? The
smaller the promise the better.


Assume I go to a shop and obtain a bottle of milk by increasing my
negative credit position by R15 and the shop owner getting an equivalent
increase in positive credit of R15. I can do so since I remained within
my agreed societal credit limit. The return value creation promise is
vague. I must provide some sort of value to someone else in society to
the value of R15. It is only me making the promise so accountability is
clear. It is a small promise. Therefore the quality of the value
creation promise backing up the positive money is good. Vague return
value promise but within credit limits, made by only one person and the
promise is small.


How about the citizens of a town deciding to erect a shopping mall? The
value return promise is specific. Shop owners and shoppers must express
interest in using the structure once completed, actual use is verified
by shop owners being able to trade and thus pay rent. Therefore one can
agree whether the shopping centre should be built and can also measure
whether the expected value is indeed created over time. The value
creation promise is specific. There are quite a number of people
involved in the value creation promise but they can clearly be
identified and linked to the value creation promise. The value creation
promise is quite big. The quality of the value creation promise is
likely to be good. A specific return value promise within combined
credit limits of all making the promise together, a reasonable number of
identifiable people making the promise and the promise is quite big.


How about all the people in a country promising to add some kind of
value over time and then promising to prove that value by being able to
pay tax over time and using a portion of that tax to settle the negative
credit? This is an enormous promise made by millions with a very, very
vague value return promise. This is a government bond. Almost fiat
money, except that there is a negative credit side. Not a good value
creation promise at all.


So we see that at least one of the factors determining the quality of a
value creation promise must be specific, small in scope and measurable.
The more the factors that are specific, small in scope and measurable
the better. How to achieve this efficiently? By decentralising and
democratising credit creation, allocation and destruction on transparent
platforms.


We can still have various forms of commodity money as needed, in the
sense that we exchange a piece of paper that is a claim on some
underlying value. Shares are a form of commodity money. We can pay each
other in shares, which are pieces of paper representing a claim on the
current and future assets of a company.


Fiat money is the problem. The only mediums of exchange we must have
are:


	barter - exchanging actual goods

  	claims on value - exchanging some token representing a claim on some
underlying verifiably valuable asset

  	the positive side of credit - i.e. money, with all money being the
manifestation of a high quality societal value creation promise


How much of the world’s existing money is fiat money and how much is
credit money? It is not an easy question to answer with the varying M0,
MB, M1, M2, M3 and M4 definitions of money and the difficulty in
collating figures from all countries. MB is the core fiat money. Notes
and coins and bank deposits at central banks. During the last 60 years
narrow credit money or M1 used to be between 3 and 10 times more than
base money, depending on which country and year one looks at. However,
something very concerning has occurred in the US since 2007. In around
December 2008 US credit money M1 dropped below base money MB for the
first time since fractional reserve monetary systems came into
existence. In effect the US does not have a fractional reserve monetary
system anymore. A certain internet blog has described this situation as
the US monetary system being in a state best described by the military
slang acronym FUBAR (look it up).


US banks are pretty much refusing to create co-operative oxygen for
societal business case realisation. The US federal funds rate is as low
as it can go without going negative. Banks are protecting their very
precarious profit and loss positions so are still not lending. The US
government is creating core fiat money at speed to keep US society on
the go, but in the process US money is becoming delinked from reality,
from value creation promises. It is becoming more and more like paper
being thrown from helicopters into banks…. but either no one is asking
for the money or banks do not want to lend it to anyone. This has left
the US central bank no option but to bypass the banks and directly
purchase assets such as government bonds, mortgage backed securities
etc. with newly created money in order to get more money into the US
economy. The Fed has called this “Quantitative Easing”. Maybe calling it
“Getting more money into the system by printing it and buying stuff”
would be a bit clearer to everyone.


One way to remove fiat money over time is through tax and government
spending. Money that is taxed by government must be increasingly
re-spent into society via decentralised value creation promises on
platforms as described below. In addition as credit is linked directly
to individuals and bank intermediaries are removed from the equation the
less will be the need for base money, for fiat money. All money will
become credit backed money.


Step 7 – Lending and Investment Platforms


Now that we have all the wallet and credit information available on one
platform we can add civil and private credit creation, lending and
investment platforms.


The platforms provide similar functionality as that provided by
investment platforms such as Kickstarter and social lending platform
Lending Club. In addition there is a civil platform which enables credit
creation at the individual, ward, municipal, provincial and national
levels. As suggested before all credit stems from individuals. An
individual may use a combination of earned positive credit, i.e. money
and money created via personal credit in order to invest in private or
civil ventures.



  [image: Lending and investment platforms]Lending and investment platforms




Credit limits are reviewed and regularly updated at an individual, ward,
municipal, provincial and national level. Various mechanisms can be used
to decide which civil investments are made and which not, from elected
bodies that make the decisions through to auction mechanisms, voting
mechanisms etc. More on this later.


Banks may operate their own individual transparent investment platforms,
banks may operate platforms together and banks may also act as societal
business case evaluation and management agents on other lending and
investment platforms.


That’s it. Once we have completed step six we would have created a
national credit clearing network enabling the decentralisation and
democratisation of the creation, allocation and destruction of credit.
The countries which launch such platforms first will have an enormous
advantage over countries that do not do so due to the collaborative
potential that would be unleashed.


The following enormous benefits will result from the operation of such a
transparent global or national credit clearing network:


	Increased visibility and understanding of how the world works
    The functioning of our society and the role of money and credit
would be much clearer and visible and more easily understood by all.

  

  	Increased visibility of the flow of value or money vs. credit
    Where was money created and where is it now? Are there
neighbourhoods, towns and cities which are heavily indebted and the
money associated to the debt has left town?

  

  	Democratised credit and money creation
    Everyone would be able to create money on the spot up to their
agreed societal credit limits

  

  	Regional collaboration
    Regional collaboration would be fostered. Neighbourhoods can club
together to create infrastructure or provide services, the same for
wards and municipalities.

  


Who would return value obligation promises be made to on this platform?
They would be made to society. In other words it would be clear that all
debt is eventually owed to society, specifically to various levels of
society. Without an intermediary this relationship would be very clear
indeed. Bad local credit decisions eventually bubble up to higher levels
in the societal hierarchy. Therefore credit limits are regularly
reviewed and updated for individuals, wards, municipalities and
provinces.


Interest or no interest?


We now have a national credit clearing platform with complementary
credit creation, lending and investment platforms. Could it be that we
simply have credit creation and investment platforms and no lending
platforms? I typed the word “Lend” into Google and the following
definition was returned:



  “Lend”




  Verb




  Grant to (someone) the use of (something) on the understanding that it
shall be returned.




  Allow (a person or organization) the use of (a sum of money) under an
agreement to pay it back later, typically with interest.



I also typed the word “Invest” into Google and the following definition
was returned:



  “Invest”




  Verb




  Expend money with the expectation of achieving a profit or material
result by putting it into financial schemes, shares, or property, or…:
“getting workers to invest in private pension funds”; “the company is to
invest $12 million in its new manufacturing site”




  Devote (one’s time, effort, or energy) to a particular undertaking with
the expectation of a worthwhile result.



Lastly I typed the word “Interest” into Google and the following
definition was returned:



  “Interest”




  Noun




  A right, title, or legal share in something




  Participation in advantage and responsibility




  A charge for borrowed money generally a percentage of the amount
borrowed




  The profit in goods or money that is made on invested capital.



What is interesting is that all three instances are actually about human
collaboration without mentioning it. We have become so used to financial
speak and the associated thinking regarding finance that we almost miss
what is really going on. We cannot see the wood for the trees.


We are dividing labour. Instead of someone making you bread and you
making them shoes, we have middlemen everywhere connecting us via long
and complex value chains through which we benefit in two ways:


	earn interest

  	benefit from others in society creating value for society – division
of labour


The more direct the tangible benefit of 2) the less the need for 1)


As we enable more direct and transparent collaboration via fewer
intermediaries the proportion of collaboration occurring via interest
based structures will decrease. Not disappear, but decrease.


Human motivation


Is there something inherent to human nature that would preclude us from
successfully running such a transparent global or at least country based
credit clearing network? What motivates us? What is the capacity of us
humans to collaborate? There is still much research and debate on this
subject, but what is emerging is roughly the following:


	self-preservation and procreation are our most basic drivers with a
very long evolutionary history

  	drivers that promote co-operation evolved more recently within
primates and humans

  	humans achieve greater and more widespread happiness and
satisfaction the more co-operative drivers are enabled and fostered


Robert Wright explained it well in his book “The moral animal” when he
addressed the question of nature vs. nurture. Human nature, motivation
and behaviour are not the result of either nature or nurture, but rather
both. The concept goes roughly as follows:



  We are all born with the same set of behavioural dials. The setting of
each dial at birth equates to how much of a certain behaviour we are
likely to exhibit. As we go through life and experience social
interactions the settings of these dials are increased and/or decreased
depending on our specific experiences, promoting and/or inhibiting
certain behaviours. Children that grow up in dangerous environments with
many enemies and fierce competition tend to trust less initially and
take long to trust and share. Those that grow up in safe and sharing
communities tend to trust more initially and increase trust and sharing
faster.



There are many descriptions of and proposals for the set of drivers
corresponding to human nature. None of these are opposing but rather
emphasise different aspects or use different words to express similar
concepts.


Professor Steven Reiss has proposed this set of motivational dials based
on studies involving 1000’s of people:


	Acceptance - the need for approval

  	Curiosity - the need to learn

  	Eating - the need for food

  	Family - the need to raise children

  	Honour - the need to be loyal to the traditional values of one’s
clan/ethnic group

  	Idealism - the need for social justice

  	Independence - the need for individuality

  	Order - the need for organized, stable, predictable environments

  	Physical activity - the need for exercise

  	Power - the need for influence of will

  	Romance - the need for sex and for beauty

  	Saving - the need to collect

  	Social contact - the need for friends (peer relationships)

  	Social status - the need for social standing/importance

  	Tranquillity - the need to be safe

  	Vengeance - the need to strike back and to compete


There is Maslow’s hierarchy of needs which makes it clearer that some
drivers need to be satisfied first before others can be satisfied:


	Physiology (hunger, thirst, sleep, etc.)

  	Safety/Security/Shelter/Health

  	Belongingness/Love/Friendship

  	Self-esteem/Recognition/Achievement

  	Self-actualization


Dan Pink described our key drivers as the desire to achieve:


	autonomy – we want to be in control of what we do, alone and with
others, and thus our individual and shared destiny

  	mastery – we want to be good at things and enjoy achievement

  	purpose – we strive for ideals and enjoy the achievement of these
ideals with others


What is clear is that the classical economics view of human nature and
human beings as rational, self-interested and endlessly optimising
beings, or Homo Economicus, is a myth, a completely myopic and incorrect
view of what it means to be human. Collaboration and the attainment of
satisfaction through collaboration are central to human nature and human
happiness. Thus it is key that our societal system must foster and
support our innate drivers of co-operation toward shared goals and the
sharing of the results of our joint efforts.


Transparent credit clearing is the closest possible logical expression
of our innate collaborative nature and reality.


Evidence for non-exploitative collaboration


There are still many among us which continue to believe that Homo
Economics is the best model of humanity upon which to base the
principles and workings of our society. Perhaps you the reader as well?
Is there any evidence that might make them and possibly you the reader
change your mind? Absolutely. The mountain of evidence has become far
too big to ignore.


Consider the open source software industry. Billions of lines of code
written in collaboration by millions of people and organisations
equating to many, many million man-years of productive effort. The
resulting software is given away for free. Google’s Android open source
software powers the majority of smartphones in the world. Apache powers
the majority of web servers in the world. Linux does the same for server
operating systems. The list goes on and on. How often are you paying for
software these days?


Another industry which has been growing apace is that of non-profits and
social enterprises. The Urban Institute’s website lists the following
information for the US non-profit industry:



  The nonprofit sector has been growing steadily, both in size and
financial impact, for more than a decade. Between 2001 and 2011, the
number of nonprofits has increased 25 percent; from 1,259,764 million to
1,574,674 million today. The growth rate of the nonprofit sector has
surpassed the rate of both the business and government sectors.




  In 2010, nonprofits contributed products and services that added $779
billion to the nation’s gross domestic product; 5.4 percent of GDP.
Nonprofits are also a major employer, accounting for 9 percent of the
economy’s wages, and over 10 percent of jobs in 2009.



Is human nature inherently exploitative? All evidence points to the
contrary, namely that human nature is inherently collaborative. It is
time that our societal systems foster and better support our innate
collaborative nature.


Infrastructure, inflation and balance of payments


Now we have a national credit clearing platform with good visibility of
where credit originates, where value or money is flowing to and
platforms enabling decentralised joint credit creation and value flow
management. How does this help us with our primary problem of creating
the infrastructure needed for South Africa?


The attributes of such a credit clearing network are the building blocks
and tools needed to address the risks associated with the creation of
the cooperative oxygen, the money, we need in order to enable our
collaboration and coordination so as to construct our needed
infrastructure. Let us see how.


How fast must we create the money needed to enable our collaborative
building of the infrastructure we need? Two factors determine the speed
at which we can create the needed money:


	The speed at which we can create the needed housing must not be
limited by the supply of money. It must only be limited by the speed
at which we can collaborate in order to obtain, process, transport
and combine the building materials needed as we construct the needed
housing

  	broad economic inflation must not increase too far neither must our
national currency be devalued too much with respect to the
currencies of our predominant foreign trading partners


South Africa has millions of unemployed workers and vast amounts of raw
materials for the construction of housing. Our primary limiting factors
are a lack of money and organisational capability. Solving the lack of
money challenge will mean adding R1trillion or more into our economy
over a period of 3-10 years.


The manner in which we create and allocate the money needed must be such
that we do not drive up general inflation nor negatively impact our
balance of payments.


Let us look at balance of payments first. There are two aspects which
can negatively impact our balance of payments as we create the money
needed in order to facilitate the construction of needed housing:


	the payment of those directly associated with the creation of
housing

  	the subsequent purchases of those paid for the creation of housing


If too many foreign payments are made as we source materials, machinery,
expertise and labour for construction of housing our balance of payments
will be negatively impacted. This would occur since our speedy increase
of foreign purchases would not be offset by a similar speedy increase in
the selling of our products and services to foreign countries. A
significantly negative balance of payments would soon lead to a
depreciating Rand which in turn would make it difficult for us to
purchase goods produced by foreign countries. Put simply cars,
machinery, electronic devices and many other foreign goods would become
more difficult for us South Africans to purchase.


Thus a primary focus as we construct the needed housing must be that
materials, machinery, expertise and labour are sourced within South
Africa to the greatest extent possible. If the needed capacity for any
of the required inputs does not yet exist in South Africa serious
consideration must be given to the needed local investment to create the
needed capacity. This is especially true since the amount of
construction needed is significant and will take at least 10-15 years to
construct if we start today. Capacity investments will pay off over the
period especially since we could export any surplus to the rest of Sub
Saharan Africa, which has the same urgent infrastructure needs.


Let us assume that the majority of payments directly associated to the
creation of the needed housing are made to local suppliers, including
local shareholding of such suppliers. How these payments are then spent
into the economy may be a further threat to our balance of payments as
well as to inflation. If everyone remunerated in the construction
process were to subsequently use their money to purchase foreign goods
we might still have a negatively impacted balance of payments. Let us
look at inflation and the potential follow on impact to our balance of
payments next.


As discussed previously inflation largely occurs when an increased
supply of money chases after  non-replaceable goods with a largely fixed
or decreasing supply, which almost always occurs in conjunction with
credit creation and speculation associated to the relevant goods.
Examples of goods with reasonably fixed supply are housing and the
supply of oil. We have covered previously how credit creation in
conjunction with speculation on various housing markets led to the 2007
global financial crisis, the effects of which we are still experiencing
today. Thus the additional money spent into the economy as we construct
housing must not be used for speculation. Large-scale speculation is
only possible for the truly rich and the financial services industry.
Therefore we need to ensure that the money entering the economy fuels
consumption rather than speculation. The way to ensure this is to make
sure that the money is spent into the economy on as broad a basis as
possible. The overwhelming majority of South Africans are relatively
poor and find themselves in a consumption trap of trying to procure the
sustenance and safety they need on a daily basis. Their ability to
speculate and drive up the price of specific asset classes is pretty
much zero. Would broad-based consumption drive up inflation?


Firstly there are millions of unemployed South Africans which are
currently supported by various government programs whether it be
directly or indirectly. As more of our economy is automated the number
of unemployed will grow. Government support will increase, not decrease,
over the next 5 to 20 years and finally end up as a meaningless
statement as the majority of production is automated. As we economically
activate millions of unemployed through accelerated housing construction
they can earn salaries as opposed to receiving grants in some or other
fashion. Therefore we will be substituting one supply of money to the
poor and unemployed by another form of money supply. In the one instance
we will create our country’s needed infrastructure and in the other
instance not.


Secondly the majority of South Africans are in a consumption trap
spending the vast majority of their money on food and transport. Every
South African is already somehow eating enough to survive. Humans can
only eat so much. As we have more money available we may choose to eat
different foods but food is an endlessly replaceable good. Humans have
evolved to have one of the broadest bases of potential food sources of
all earthly creatures. If apples rise in price we eat pears or oranges
or guavas or carrots or potatoes or cauliflower or wheat or corn or
chicken or any one of hundreds of other potential foods. Therefore food
consumption will not drive up inflation. Similarly an increased use of
transportation, especially if provided with scalable forms of public
transport, will not drive up broad inflation. Our primary challenge in
avoiding broad-based inflation is that of prohibiting credit fuelled
asset speculation.


Due to the majority of the poor’s money being spent on food and
transport it is unlikely that an increase in consumption would lead to a
reduction in our balance of payments. In addition constrained money can
be utilised to reduce the likelihood of this occurring. More on these
techniques later in the book.


Now we can add a number of additional principles to how we go about
constructing the needed housing and related infrastructure:


	local sourcing of at least 90% of the housing construction value
chain based on monetary value is critical. From raw materials to
machinery to expertise to labour

  	a minimum of 90% of the required investment occurs through broad
based economic structures spreading the money created as broadly
throughout society as possible

  	tools, training and assistance must be provided in order to create
and operate these broad based economic structures

  	national and city based open structures must be established for the
creation and investment of the needed co-operative oxygen via broad
based economic structures


What might these broad based economic structures be? How will a wallet
based credit clearing network assist in controlling inflation and in
maintaining a positive balance of payments? Let us see.


The open economy


As discussed previously various aspects of our current societal system
inhibit our ability to collaborate toward meeting our shared challenges
at speed. These are:


	fear of being exploited with others becoming very rich at our
expense or many being freeloaders while we work

  	the profit motive and a lack of transparency increasing our above
fears

  	the great risk associated with trying to help others since we are
all under great pressure to obtain the magic beans needed to survive
on a monthly basis

  	the lack of co-operative oxygen due to a profit and risk motivated
banking industry controlling the amount of available co-operative
oxygen

  	the inability of the reserve bank and government to prevent
co-operative oxygen created and allocated for a specific purpose
from ending up being used for non-productive speculation leading to
asset bubbles and inflation


In addition we have seen that as we automate an increasing portion of
our production our current monetary, economic, political and social
system will become increasingly unable to function.


Moving to an open economy would address all of these challenges and
more, and assist us in having a smoother transition from a safety and
sustenance based scarcity economy to a joy economy. The principles and
goals of such an open economic system are:


	decentralised creation, allocation and destruction of co-operative
oxygen via transparent societal structures

  	reform of the banking industry toward open credit clearing networks

  	creation of the time and space needed for local collaboration

  	participation in decentralised city and ward based planning

  	promote increased visibility of the flow of value into and out of a
local region

  	promotion of cooperative structures via open economy regulation

  	public financial transparency on the operation of every open economy
cooperative

  	public transparency of income, income sources and tax paid by all in
the open economy

  	limited maximum personal income from all sources for those
participating in the open economy and for a specified time after
fully exiting the open economy

  	a limit on retained earnings for cooperative entities – hoarding of
capital is actively discouraged

  	open economic entities have vastly greater access to co-operative
oxygen

  	promotion and rewarding of increased interaction between the
non-open and open economy as we transition ever more toward an open
economy

  	facilitated co-operation between rich, middle and poor

  	city goal and value chain alignment and town-based planning and
collaboration – value chains and goals and promoting the exchange of
local value

  	equitable spreading of the remaining manual labour


What does all this mean, why must we do this and how will it work?


Risk, reward and opacity vs. collaboration and transparency


Debt-based profit motivated risk financing of our needed societal
infrastructure is not feasible since it is not at all clear how those
that receive housing would repay society by providing valuable services
to others in return. The only possible solution is:


	interest free debt being created at a societal level in conjunction
with the creation of the associated money

  	spending that money broadly and equitably into the economy as
housing is constructed

  	locally retaining the resulting flow of value, of money, during and
after housing infrastructure construction


Under our current societal system, which is mostly described as a
capitalist system, societal value is predominantly created as
individuals or groups of individuals take on personal debt and the
associated personal risk associated to such debt in trying to create a
valuable product or service for society. The resulting infrastructure,
intellectual property and organisational structures are recorded as the
personal property of the risk-taking individuals. The risk is private
and personal therefore the resulting ownership, operations and rewards
are also private and personal. Once the initial risk has been mitigated
all future rewards remain private and personal.


Since the risk and associated debt to creating needed housing
infrastructure is taken at a societal level it would not make sense to
have rewards for the creation of such infrastructure be private and
personal and for such rewards to persist within opaque structures after
construction has been concluded. Therefore all organisational ownership,
operations and rewards associated to such construction must be open and
social. I am not saying that there must be no ownership and reward. I am
saying that such ownership and reward must be open and social and
directly associated to the services provided while such services are
still being provided.


Therefore we need to explicitly create an open economy. All activity
within the open economy is transparent and social. The structures best
suited to open and social collaboration are cooperatives. Therefore all
collaborative activity within the open economy occurs via cooperatives.
In addition the finances of each co-operative including the personal
reward of each co-operative member are open and transparent to the
public.


Both the operations and ownership of such open economy cooperatives must
be democratic and equally distributed amongst cooperative members.
Reward occurs in the form of salaries. Salaries are not equal. Salaries
are open and democratically agreed amongst cooperative members, with the
maximum ratio between any maximum and minimum cooperative salary not
exceeding 20:1.


South Africa has created an excellent legal framework for the
registration, operation and regulation of cooperative structures. It is
time that these frameworks are utilised to the maximum extent possible
toward the achievement of our shared societal goals.


The financial operations of each cooperative must be public. This does
not mean the annual financial statements. It means the accounting and
operational management systems of such cooperatives must be run in the
cloud and be openly accessible and readable to everyone on the planet.
The public must be able to see wallet status, purchases, expenses,
salaries, income etc. etc.


To ensure that reward is widely distributed with open economy
co-operation and social funding not leading to personal enrichment all
open economy participants must agree to their tax records being open and
public. The total maximum income from all sources for anyone
participating in the open economy must not exceed 40 times the agreed
national minimum wage.


Transparency creates trust. Trust is an enabler of fast and efficient
collaboration.


Government and the Open Economy


The same principles applying to the open economy apply to government:


	all government financial and operational systems are cloud based and
accessible by all – not to edit, but to browse

  	the salaries of all government employees and politicians are
publicly visible online

  	the tax filings of all government employees and politicians are
publicly visible to all

  	wallets and credit position of all government employees and
politicians are publicly visible to all – not the detail wallet
transactions and the nature of the credit – only the current value
of their wallets and credit position.


Corruption and government inefficiency are a scourge of South Africa and
the world in general. Transparency and regular democratic action based
on such information and transparency is the simple, effective and doable
cure.


Societal Cooperative Structures and the future of politics


Now we can return to the societal credit creation and allocation
structures we covered earlier for both societal groupings as well as
cooperative entities. Societal groupings are cooperative structures
which represent our societal structure at various levels: ward,
municipal, provincial and national. In addition cooperative entities may
be private businesses, NGO’s, regular cooperatives or open economy
cooperatives. These entities are formed by individuals or groups of
individuals to provide some product or service to society and do not
represent our societal structure. This is what we know as private
industry.


Thus every ward has an associated cooperative, every municipality has an
associated cooperative, every province has an associated cooperative and
for South Africa as a whole a cooperative is created. We do this whilst
we still have the majority of these structures functioning as our
current elective governmental institutions, but as we start using the
cooperative structures more and more the nature of our societal
organisation will change from being driven by our current political
processes and structures toward open economy societal collaboration
structures. By creating greater transparency and enabling efficient
democratic cooperative structures we move from the world of political
cadre deployment, obfuscation of information and posturing to a world of
open, democratic and meritocratic election of societal leaders. In
addition cooperative banks are created in order to manage, facilitate
and regulate the decentralised creation, allocation and destruction of
credit and the associated money at ward, municipal, provincial and
national level.


What is politics for then? Politics is about determining the nature of
our shared playing field and ensuring that we all adhere to the rules
creating our shared playing field. It is about the laws that govern us.
Politicians and political parties debate and promote changes to our laws
and how we govern our playing field. Elected politicians also play an
oversight role to ensure we are all playing fairly. However, politics is
not about execution. Execution occurs in open and transparent
cooperative structures where the meritocratically elected societal
leaders can be removed from office in a swift democratic manner which
does not involve party politics. Societal leaders perform their roles
outside of politics and may be removed from their roles outside of a
political process. The processes that govern societal execution are the
processes that govern the operation of our societal cooperatives. Not
politics.


Government, NGO’s and industry must collaborate in order to:


	Promote and facilitate the registration of a cooperative for every
ward, municipality and province in South Africa – as well as
specific purpose cooperatives

  	Create an associated primary and secondary cooperative bank for
every ward, municipality and province in South Africa

  	Create the open and transparent platforms needed for societal
business case evaluation, cooperative banking, open and transparent
financial systems for all entities, societal credit and lending,
information distribution, structured debating and democratic
decision making.


This provides the legal, regulatory and execution structures for the
decentralisation and democratisation of credit creation and credit
allocation as well as business case evaluation, execution and management
in South Africa. The same techniques apply to every developing country
as well as developed countries.


If we want to have better functioning democracies we must:


	make more decisions locally

  	create credit locally

  	cooperate locally

  	review and adapt locally


The best structures supporting transparent and efficient decision making
are democratic, local cooperatives and not political structures.
Politics will still determine law, but identification, selection and
execution of societal business cases occur via democratic, cooperative
structures which are fully separated from politics.


Now let us continue with describing how a credit clearing network,
publicly visible credit records, an open economy and cooperative
societal structures will aid us in creating needed housing and related
infrastructure for South Africa.


Credit, value flow and community – part one


Let us revisit credit clearing, flow of value and communities. We start
with simple hypothetical examples moving our way through more complex
situations until we have covered our existing societal reality.


Assume a community of two people. One collects and prepares food. Let’s
call him Joe. The other collects and treats water for drinking. Let’s
call him Peter. Assume both need a full 8 hour day to achieve this. They
establish a credit clearing network between them. John goes +R100 up in
terms of credit as he provides Peter with a meal. Peter is now –R100
down in terms of credit. Now Peter provides John with R100’s worth of
water, leaving both John and Peter at the original R0 credit position.
They can continue like this indefinitely.


Now let us take a village where folks build houses together. There are
20 families and a new house needs building for a new family called the
Smiths. All 20 families pitch in and assist the Smiths in building their
new home. Next the Petersons require a home. The Smiths now say that
they are too busy collecting food, raising animals etc. at their home
and cannot help build a house for the Petersons. The Smiths may be
self-subsistent and require no additional value from the village other
than the initial building of a house. Yet the Smiths family not having
surplus time would most likely not be acceptable to the rest of the
village. The rest of the village would not be very impressed with the
Smiths if such behaviour would continue. The village expects surplus
time from the Smiths allocated to helping others in the community build
their houses.


Let us repeat the same thought experiment as above but let us now
introduce credit clearing. The community again builds a house for the
Smiths family with each contributing family going up to a +R20 000
credit position and the Smiths family going to an equivalent –R400 000
credit position. The Smiths family could now go up +R20 000 in credit
every time they helped build someone else’s house. Yet they state they
are unable to do so and therefore remain at a -R400 000 credit position
with respect to the rest of the village.


Now let’s add more complex exchange of value over and above building
houses for each other. The Smiths are no longer self-subsistent. They
have specialised and are now fishmongers. They obtain their clothes,
non-fish food and drink and household items by exchanging value with
others in the village. The Smiths solely focus on catching, transporting
and preparing fish. As others in the village obtain fish from the Smiths
they go up in their credit position by +R200 for every fish that they
provide to others in the community, with those others in turn going down
by –R200 for every fish they obtain. The Smiths may now use their
positive credit balance to obtain sustenance, safety and joy goods and
services from others in return. Let us assume that the Smiths need to
provide the village with 200 fish per month so as to obtain the +R40 000
credit balance they need in order to obtain their monthly safety,
sustenance and joy goods and services from others in the community.


If the village now builds the Smiths a home the Smiths would still go to
a –R400 000 credit position. If the Smiths could now still only provide
200 fish to the community every month generating the +R40 000 they need
to subsist every month, they would remain at a –R400 000 credit position
with respect to others in the village indefinitely. Similar to the
instance where the Smiths were unable to reciprocate to other villagers
by helping to build a house in return since they had no surplus time, in
this instance the Smiths cannot reciprocate to the rest of the village
since they are unable to obtain surplus credit over and above that which
they need to subsist on a monthly basis.


The Smiths must obtain surplus credit by providing value to others to an
extent over and above that which they need to subsist with such surplus
credit then being returned to others in the village so as to pay off the
–R400 000 credit position over time. The Smiths must prove to their
general society that they are not freeloaders. They do this by showing
that they can add value to society to an extent over and above that
which they need and use to subsist, and then using such surplus to pay
back credit.


What if the village wants to build a swimming pool in the centre of town
for use by everyone in the village? The village would need to agree who
is going to build the swimming pool. Let us assume that it will take 20
people two months to build the large swimming pool. These 20 people must
obtain the subsistence and surplus credit needed in order to obtain the
safety, sustenance and joy they need and repay any long-term credit
positions they have with respect to others in the village while building
the pool. Let us assume the credit needed by each person assisting in
building the pool also equals R40 000. Thus the entire village together
must provide the R40 000 * 20 builders * 2 months = R1 600 000 worth
of credit needed in order to build the swimming pool. If there are 200
people in the village it would mean each villager’s credit position
would go down by –R8 000 in order to build the pool. However, those that
build the pool need safety, sustenance and some joy while they build the
pool. Thus they would need to exchange value with others in the village.
Quite soon the R1 600 000 worth of credit would be distributed back to
various other villagers, rebalancing credit positions across the
villagers. The total credit position of the village always remains at
zero. Some villagers are at a credit surplus position whilst others are
at a negative credit position. The actual process through which credit
rebalancing will occur in a national credit clearing network is a bit
more complex and involves tax. How this works will be explained later
but the underlying premise remains the same: a joint negative credit
balance increase at the societal level generates the positive credit or
money required for societal collaboration, with such money being
distributed throughout society in the value creation process and
subsequent continuing value exchange resulting in the initial negative
credit balance at an individual level being rebalanced to zero at an
individual level. Recall that the overall societal credit position for a
certain societal grouping always remains at zero, since any negative
credit balance is backed by an associated positive credit balance, or
money, this of course assuming that none of the positive balances leave
the relevant societal grouping in the process of buying foreign goods.


If credit positions in the village soon balance out after building the
pool it almost seems like the pool does not cost anything. The pool has
been built and no one remains with a negative credit record.  What then
are the primary criteria determining whether a pool can or cannot be
built in the village? The first criterion is that those villagers not
building the pool are able to generate enough surplus safety and
sustenance to sustain the 20 people building the pool over a period of
two months. In other words there must be surplus labour capacity with
respect to safety and sustenance with the required skills. The second
criterion is the availability of raw materials needed to build the pool
and enough water to fill the pool on an on-going basis. The third
criterion is whether the majority of villagers believe a pool is needed.
Is building a pool good use of surplus labour capacity in the village?
If all three criteria are met there is nothing stopping the building of
a pool in the village.


If raw materials had to be purchased from another village, let’s call it
village B, with the correctly skilled labour capacity also provided by
village B, things would be a bit more complicated. To make it even less
favourable let us assume that the 20 workers from village B bring along
their own food and return to their own village every evening, thus
requiring no safety and sustenance from village A.


Thus the residents of village A providing the needed credit to build the
pool will be unable to earn their credit back from the village B
labourers since the village B labourers do not need any of the products
and services provided by village A. Village A would have a lingering
negative credit position of –R1 600 000. As long as village B never
wants to collect they essentially obtained their pool for free.


The 20 workers from village B would each receive +R40 000 in credit from
village A over the two-month period. Thus village B would no longer have
an overall credit position of zero. They would have an overall credit
position of +R1 600 000. Would this additional positive credit be of any
benefit to the other residents of village B if village B was entirely
self-sufficient? No, the extra positive credit would not benefit the
other residents of village B. The 20 village B workers provided no
benefit at all to village B by building the pool for village A and thus
earning the positive credit. If other village B residents were to accept
the positive credit of the 20 labourers they would have to provide an
equivalent amount of value to the 20 labourers for nothing in return to
anyone else in village B.


The above scenario would only work if there was regular trade between
village A and village B enabling the continuing unbalancing and
rebalancing of credit across all the villagers in both village A and B.


The illusion called money


These thought experiments clearly demonstrate that money is in fact an
illusion. There is only collaboration. We afford each other credit to
track who is collaborating with whom and to track the exchange of
resulting value or money between us over time. There is no such thing as
a shortage of money. There is only collaboration and deciding together
what we collaborate toward. Sometimes we collaborate for the benefit of
a specific individual and require that individual to provide equivalent
value back to us over time. Sometimes we collaborate toward broader
societal goals and share in the benefits of achieving these broader
societal goals.


Credit clearing and inflation


Can inflation occur within a village based credit clearing network?


No, it cannot. Well, let’s say that it is much, much more difficult for
inflation to occur in an open and transparent credit clearing network.


The positive credit accumulated by any one person or persons is matched
by the equivalent negative credit of another person or persons. Going
into negative credit has consequences for these individuals and their
credit records are visible to all, impacting their ability to obtain
safety and sustenance.


If the concept of “money” is not clearly linked to an obligation of one
person or persons to another person or persons, one can easily have
inflation. If money is a silver coin printed with a special label one
can just create more and more of the silver coin as long as one has
silver. If money is a piece of paper printed with a special symbol on
the paper one can create as much paper and therefore money as one wishes
thereby leading directly to inflation.


However if every new unit of exchange is directly and publicly linked to
an obligation of an individual inflation is quickly kept under control
by mutually enforced discipline or through reasonably rapid bankrupting
of individuals or regions with out-of-control credit balances, with an
associated reduction in positive credit balance received by the initial
value exchange counterparties. Such credit balance exchange, bankrupting
and associated positive balance reduction being public and visible to
all makes reneging on societal promises a very public affair.


What does this mean? Let’s say 20 people agree to build a house for John
and extend John the credit for doing so. The 20 people now all have
increased positive credit balances and John a quite large long term
negative credit balance, and a nice house. The 20 people may now
exchange value with others in society, with these others not aware or
easily able to determine where these positive credit balances originate
from. If John cannot meet his obligatory negative credit reduction
payments on a monthly basis he will eventually be declared bankrupt.
Somehow his negative balance must be wiped clean. The original
associated positive credit balances have long since dissipated into the
wider community and society, with the current holders of the associated
positive credit, or money, not at all aware of this situation nor could
they have predicted it at all. Therefore the responsibility for
absorbing the negative credit balance falls with the original receivers
of the associated positive credit balances. If they are in turn
bankrupted by this then the responsibility falls to their community as a
whole, with each member of the community having a proportional reduction
in their credit balances. The larger the span of people involved in the
bankruptcy, the larger the social grouping that must absorb the
bankruptcy. The total credit position of any society must always equal
zero.


This structure motivates all to keep good track of credit balances and
the associated flow of positive credit balances, or money, especially
when such flows are out of the region.


Credit, value flow and community – part two


As we saw in the previous thought experiments managing credit clearing
between villages and nowadays towns, cities and countries can be tricky.
How is credit clearing based collaboration impacted by cross town, city
and country dynamics? This is how:


Internal credit clearing based collaboration has no external impact


	Credit clearing that occurs solely within one town is of no real
interest to any other town and cannot negatively impact any other
town

  	Credit clearing that occurs solely within one city is of no real
interest to any other city and cannot negatively impact any other
city

  	Credit clearing that occurs solely within one country is of no real
interest to any other country and cannot negatively impact any other
country


External credit clearing based collaboration must be reciprocal trade
based


	Positive credit balances obtained via internal collaboration and
value creation within town A cannot be used within town B unless an
equivalent amount of positive credit balance created in town B is
used in town A. Such eventual exchange of mutual value may also
occur via intermediary towns. The same applies at a city and country
level

  	Applying positive credit balances from one region to another without
reciprocal trade has an inflationary impact on credit in the region
where the positive balances are applied since the positive credit
balances are not associated with immediate or eventual value
creation for that region and not linked to any promises of such
value creation which can be followed up in that region.


Now that we have a better understanding of credit clearing, inflation
with respect to credit clearing as well as a regional and inter country
credit clearing based collaboration, let us revisit the challenge of
creating our needed housing and related infrastructure.


Villagers and houses


Now we are close to clarity on how to create the housing and related
infrastructure needed by South Africa and other developing countries. We
now do a final few thought experiments regarding housing.


Let us assume that village A has 1000 families. Assume furthermore that
villagers and surrounding farms produce enough food for everyone. Of the
1000 families there are 50 families that live in ramshackle unhygienic
conditions. In addition the 50 families are currently not being very
productive within the village. They basically receive what little safety
and sustenance they get from other villagers for free.


Other villagers are affronted by the 50 families in their ramshackle
housing every day and see it as an eyesore. They experience negative
emotions when passing by the ramshackle area which they cannot quite put
their finger on or define exactly but involving a mixture of disquiet,
concern, sadness, fear, irritation etc.


In addition the members of the 50 families are often depressed, have low
self-esteem and tend to cause trouble in the village as they try and
cope with being unproductive members of the village.


At a village meeting it is decided to do something about the situation.
They go about it as follows:


	the village dedicates the time of 10 expert house builders to
assisting the 50 families in building proper housing. They can do
this since the village is still able to provide everyone with
sustenance and safety without requiring the 10 experts

  	the 50 families agree to doing the majority of work associated to
building the housing thus providing at least 50 able-bodied people
to do the work

  	the village as a whole provides the 10 experts with the credit they
need to obtain their daily safety and sustenance

  	in addition the village also provides the 50 workers with the
minimum amount of credit needed to obtain their current safety and
sustenance instead of providing it for free without any credit
positions being exchanged

  	the fact that the entire village agrees that creating the housing is
a good idea coupled to the fact that the value producing capability
of members of the 50 families after the creation of the needed
housing is not clear, it is agreed that the housing will be created
without the 50 families having the usual associated return value
contribution requirement. I.e. the 50 families will not go into a
massive negative credit position with respect to the rest of the
village as long as the input costs and labour impact on the village
is kept as low as possible

  	the 10 experts assist the 50 workers in obtaining the required raw
materials, processing the raw materials and constructing the first
five houses over a period of two months, teaching them as much as
possible as fast as possible about building houses in the process

  	all raw materials are sourced from the local area and involve no
credit exchanges of any kind to other villages

  	after two months the 50 labourers understand more about building
houses and only two experts are needed to advise on building the
next 10 houses over a period of three months for a total of 15
houses

  	after building 5 more houses for a total of 20 houses only one
expert is needed

  	after building 10 more houses for a total of 30 houses no expert is
needed anymore since the 50 workers know everything there is to know
about building houses and have their own experts

  	the remaining 20 houses are built by the 50 labourers themselves

  	the cost to the village amounted to supporting the experts needed
over a period of approximately 15 man months

  	there was no real additional cost associated to the 50 labourers
since they and their families were somehow obtaining sustenance and
safety in the village without being involved in explicit credit
exchange with anyone else in the village

  	afterward the 50 labourers were providing processed raw materials
and house building skills to other villages in the area as well as
being able to assist in building the local pool and new community
hall


If the required raw materials could only be obtained from village B a
trade agreement could be established with village B. The raw materials
for the first 10 houses would be paid for by providing village B with
100 pairs of shoes provided by the highly skilled cobblers of village A.
The cobbler’s are provided with the credit they need for safety and
sustenance whilst producing the hundred pairs of shoes by the entire
village A. As the cobbler’s obtain their safety and sustenance the
positive credit is again spread more evenly throughout the village with
the total credit position of village A still remaining at zero.


The remaining raw material is obtained by agreeing that the village A
workers would build a new town hall for village B after the 50 houses
had been constructed. After building the houses and the town hall the
credit position between village A and village B is again back at zero.
The additional cost in this scenario for village A would be the
provisioning of the 100 pairs of shoes to village B. It is expected that
this was a good investment in any case since more people from village B
might be persuaded to purchase the excellent shoes produce by village A.


The techniques for reducing the cost of providing the housing are as
follows:


	existing housing experts must be taken away from other societal
value creation activities for as little time as possible

  	existing spare labour capacity must be used to the maximum extent
possible with the additional formalised credit required by these
labourers kept as close to subsistence level as possible, matching
the current societal costs of this spare labour capacity somehow
obtaining needed sustenance

  	minimum use of non-local raw materials and labour

  	trade agreements with the maximum future value exchange potential
being agreed in the cases where raw materials and labour cannot be
obtained locally


Building the housing has a number of positive consequences for the
village:


	there is no more eyesore with everyone having a proper house

  	villagers no longer have these disquieting feelings as they go past
the ramshackle dwellings and their inhabitants

  	instead of being depressed and tending to cause trouble the members
of the 50 families are occupied by constructing the needed housing
with their low self-esteem being removed as they become productive
members of society

  	future productive capability was created by training members of the
50 families in raw materials processing and construction related
capability.


We are now ready to apply the same techniques used by this hypothetical
village to the challenge of creating housing and related infrastructure
for the cities of South Africa and the rest the developing world. What
societal benefit would there be for the broader South Africa in creating
proper city based housing and related infrastructure, similar to
European cities? The benefits are very similar to that experienced by
the village:


	employing our millions of unemployed giving them dignity and purpose

  	reducing crime and the associated negative societal effects of
unemployment, disillusionment and low self-esteem

  	gainfully occupying millions over the next 10 to 15 years in
construction work as we simultaneously automate an ever increasing
portion of our societal value chains related to the provision of
safety and sustenance

  	no more desperate people in desperate living conditions

  	better off South Africans no longer having disquieting feelings as
they go past informal settlements and their struggling inhabitants


Building European style cities is pretty much the sole productive
undertaking that we can embark on in South Africa over the next two
decades which will produce long-lasting valuable infrastructure as well
as dignity for our millions of unemployed.


By 2030-2035 I believe the automation of our various safety and
sustenance value chains would have progressed so far that our current
understanding of money, value and work would be seriously challenged and
in fact to a large extent patently pointless.


Therefore moving as fast as we physically can to build our required
infrastructure, without any associated debt for those receiving the
housing, is a most sensible thing for us to do as a society.


Cities, credit clearing and housing


In the previous section we saw that localised credit clearing-based
collaboration within one city does not affect residents of another city.
We also saw that positive credit clearing balances moving from one city
to another or from a city to another country are potentially
problematic. Thus we need to look at means of ensuring that a
controllable portion of credit clearing-based value exchange remains
local.


A city, such as Johannesburg or Pretoria, that made many value creation
promises, and therefore created much positive credit or money in its
wallets, has essentially gone bankrupt with respect to other cities or
regions if all wallets now have zero balances. The promises remain but
the money is gone. If a community has more money in its wallets than its
credit promises then that community is able to add more value to the
world than what it consumes from the world. In order to build societal
infrastructure at speed we will need to create credit and the associated
money at speed. We do not want to have all our wallets empty after the
houses have been built, neither should one region or city’s value
creation capability impact another region’s welfare. This applies in
terms of a city as well as South Africa as a whole.


Thus the importance of continued local circulation of positive credit or
money is clear. By adding a location attribute to wallets we are able to
measure and monitor the local flow of value. Cooperative structures such
as businesses, NGOs etc. also have wallets. These wallets must also have
location attributes. Wallets belonging to individuals are always linked
to a ward location. Businesses may operate locally in a ward, across a
municipality, province or at a national level. Thus the wallet of a
business may be linked to either a ward, municipal, provincial or
national structure. Greater locale specificity for business wallets must
be promoted, incentivised and enforced if needed.


What does this mean? What does it mean for a business wallet to be
local? What does it mean for a business to be local? Eventually it boils
down to individuals and the flow of money. If the money flowing into a
business wallet predominantly comes from wallets linked to individuals
in a specific area and money flows out of the business wallet also go to
the wallets of individuals in the same area then that businesses is
truly local to that area. If a business wallet is registered at a
national level and money from wallets spread across the country flow
into the business wallet as well as out to wallets spread across the
country then the only value adding or value detracting observation we
can make is whether money is staying within the country or leaving the
country. These central wallets must be decentralised to the greatest
extent possible in order to understand the localised flow of value. So
instead of a business having one national wallet we need to split the
one national wallet into potentially hundreds of regional wallets. The
same applies to wallets associated with government services and NGOs.


Once all cooperative entity wallets are linked to a municipal or ward
level we will have a very clear picture of the flow of value. It will be
interesting to observe the wallets associated to a company such as Apple
within South Africa. One expects that the majority of value flowing into
Apple wallets eventually flow outside of the country as opposed to into
other South African wallets.


By analysing wallets it would be relatively easy to create a locality
score for a business. A score of five might mean that 100% of value flow
into and out of a business wallet is local. A score of zero would mean
that 100% of the value flow into the wallet is local but that 100% of
the value flow out of the wallet is non-local. By making these scores
public and visible consumers would be incentivised to spend more money
locally. Direct action to better control the flow of money can also be
taken.


Constrained money and UnumPluribus


During 2012 I created the NGO UnumPluribus. How did I come up with the
odd name UnumPluribus? The phrase “E pluribus unum” is Latin for “Out of
many, one”. The phrase appears on a number of US emblems and coinage.
The context of its use has been the creation of a United States of
America from the many individual states, but in the sense of money it
can also be interpreted as meaning the creation of a single currency
from the many state, regional and private currencies that existed before
the individual states became the United States of America.


Standardising on one currency has significant benefits but also has
definite negative consequences. Creating money to foster and enable some
specific collaboration becomes very difficult since one unit of currency
is the same as any other unit of currency and can be used to buy food,
invest into local business, invest as part of a pension plan, used to
purchase foreign goods etc. etc.


In order to better foster and promote specific types of collaboration we
need to revisit the concept of a single, completely fungible currency.
Therefore I coined the term UnumPluribus as a paraphrase on “E pluribus
unum”, meaning that we move from one single definition of a currency to
multiple definitions of a currency.


Centralising the management of wallets on a single platform would
provide enormous opportunities for controlling and directing the flow of
value. Money in a wallet may be marked as being spendable only for a
specific business or purpose or businesses in a specific region or with
a specific locality score. A certain amount of money on a wallet may be
earmarked as being spendable without tax for local purchases but with an
additional tax for nonlocal spending.


Thus all money and all credit would not be created equal. A ward or
region may make a value creation promise and create the associated money
but in such a way as to constrain the usage of such money. Thus credit
scores would need to be adjusted to reflect constraints associated to
certain value promises or credit and the associated money created.


Thus a municipal area may create money to foster collaboration toward
certain goals but may constrain such money to be usable only as payment
for municipal services, or only as payment to businesses that qualify as
local businesses or that the money can only move between wallets within
the societal hierarchy of the municipality, essentially the wallets of
all residents linked to the area as well as business and government
wallets linked to the municipality or wards within the municipality. The
nature of such money would not change as it exchanges hands or rather as
it moves from one digital wallet to another. Money being received would
be either without any constraint or with a certain constraint attached.
All transactions must make clear whether constrained money is involved
in a purchase or not, thus enabling the seller to determine whether they
wish to accept payment in the constrained currency.


By adding intelligence and meaning to money and wallets we can direct
the nature of credit clearing-based collaboration. For example credit
may be created such that it may only be used with wallets for a specific
ward, municipality or province. Let us say that credit has been created
by the city of Johannesburg for use only within the city of
Johannesburg. Value exchange based upon the positive credit balances, or
money, associated with this credit would only be possible between
wallets linked to the city of Johannesburg.


This would mean that in South Africa one Rand does not necessarily equal
another Rand since the one may be constrained and the other
unconstrained. Should we rather create completely new currencies with
new names such as a Tshwane or a Joburg or a Yorkie for New York? Each
new currency would either have to be pegged to the national currency or
allowed to be a freely floating currency with an exchange rate with
respect to the national and other currencies. If a currency is pegged to
another the receiver of such currency must make very sure that the
credit associated to such a currency is good credit, or stated
differently that such currency which is supposedly pegged to another is
not “printed” too fast. If the new specific purpose currency is allowed
to float freely then all pricing information would have to be converted
between various currencies constantly and the latest exchange rate be
available at all points of purchase at all times.


I believe it would be more practical to have only one currency but to
have various levels of constraint imposed on the creation and use of
such currency. Let us revisit what is usually described as the three
functions of money and see how adding constraints would possibly impact
the utility of our current money:


	a medium of exchange
    We provide goods and services in exchange for money and then in turn
exchange that money for other goods and services. Adding a potential
constraint to our money would mean that we must be aware of the
constraint before we accept such money as a medium of exchange, or
preferably build the constraints directly into the platform such
that certain money can only go into certain wallets. The majority of
money may still be unconstrained but over time we may move to a
situation where a significant portion of money is constrained.

  

  	a store of value
    Once we have provided goods and services in exchange for money we do
not have to immediately exchange that money for other goods and
services. Thus money is a store of value. Money may either be
constrained by specifying where or to what purpose it can be used or
by specifying a demurrage fee. This would mean that the money loses
value over time, sort of like a negative interest rate for deposits
as opposed to a positive interest rate. Such a fee would promote the
flow and reinvestment of currency and value as opposed to the
hoarding of currency and value.

  

  	a unit of account
    We can easily compare the value and cost of various goods and
services by using the single yardstick of a national currency. By
still using a single currency but with potential constraints imposed
on certain instances of such currency we would still have a single
yardstick.

  


Thus if you want to earn local money you must have a local wallet. Local
money would only be transferable between local wallets.


Businesses could set up their systems in such a way that they specify
the proportion of variously constrained money that they would be willing
to accept as payment. They could advertise to consumers in a certain
city or town that they are well integrated into the local economy and
are therefore willing to accept a high proportion of their income in the
form of locally constrained money. By preconfiguring payment acceptance
criteria in terms of constrained and unconstrained money the overhead of
having money of various constraint types can be greatly reduced so as to
make transactions quick and hassle free.


One would be able to convert constrained money to unconstrained money
but the manner in which this occurs would have to be regulated, agreed
and controlled between the wards, cities, municipalities, provinces and
countries involved. More on this next.


Single global currency and constrained money


Countries around the world want to control the rate at which they create
money, since as we saw money is cooperative oxygen. Since we have a
mixture of fiat and non-transparent credit based money in each country
it is difficult to trust money from various countries. The value of a
country’s currency with respect to the currencies of other countries
depends on two things:


	how much fiat money the country is printing, i.e. is the country
printing too much, causing inflation and devaluing its currency

  	the desirability of the country’s products and services, meaning
others want the country’s currency so as to purchase its goods and
services


What would happen if we moved to single global fiat currency? Who would
determine how much of it must be printed? Would we allow each region to
decide how much of the currency to print so as to locally manage the
rate at which money, cooperative oxygen, is created? This would be
problematic since our current monetary system only caters for
unconstrained money. Unconstrained money created in one region would
impact other regions since all money would be able to move around and
could be used anywhere. Clearly not a workable situation. Would we then
need to centrally control the creation of such a global currency? We
would then have created the single largest dumbest lever in monetary
policy history.


Our only solution is a global credit clearing system backed up by value
creation promises with the manifestation of the value creation promise
being unconstrained or constrained. Local value creation promises lead
to locally constrained money. Global value creation promises lead to
globally constrained money, or rather fully unconstrained money.


Each region has a credit limit per constrained money type with credit
limits impacted by the region’s ability to balance its trading position
with respect to other regions. A region would be allowed to create a
certain amount of globally unconstrained money. The region would then
have to trade with others with payment being received in globally
unconstrained money as well so as to balance out its trading position
with respect to globally unconstrained money. If the region is unable to
sell its good and services to others for globally unconstrained money it
would quickly reach its unconstrained credit limit.


We would move from a world with a number of currencies and fluctuating
exchange rates between these currencies to a world with a single
currency and fluctuating credit ratings per constraint type and region.
This would provide a much more flexible global monetary system able to
meet the needs of local collaboration as well as the facilitation of
regional and global trade.


Trading and collaborating vs. unconstrained and constrained money


When are we trading and when are we collaborating? When we cook a meal
together so we can enjoy it together we will probably call it
collaborating rather than trading. Yet somehow we are trading our time
and effort. When the members of a village build a house for someone with
the expectation that the recipient of the house will help build someone
else’s house in future one would also probably call it collaborating
rather than trading. However if a foreigner visits the village with some
nice looking clay pots and the villagers give the foreigner food and
lodging in return for one of the clay pots one would probably call it
trading. We cannot be sure that the foreigner would be around again so
we had better get something in return right now.


The more constrained and local money is the more it is used for
collaboration. We create assets together for our shared use. We make
each other food, cut hair etc. We are collaborating locally by providing
each other with services. The more unconstrained money is the more it is
used to enable trade between towns, cities and countries.


Within a ward constrained money is used to create value together in the
ward, to collaborate. Within a town and city constrained money is used
to exchange value and create shared infrastructure together. Between
towns and cities unconstrained money is used to trade goods and
services.


The distinction is not 100% clear, but trade is more about value flowing
in and out of an area and between areas and collaboration is more about
value flowing within an area, town or city. Trade can be one way. This
is when a town or city starts to struggle with its ability to locally
retain unconstrained money. If such unconstrained money was created by
value creation promises made within the town or city then the town and
city is developing a balance of payments problem and may start having
trouble trading with other regions in future since they mostly consume
goods and services from outside and provide little goods and services to
the outside.


What about the movement of people? If you are living in one city owning
locally constrained money and able to sell your assets only for a
combination of locally constrained and unconstrained money, how would
you move to another town and take your collected wealth with? You would
need to exchange money of a certain constraint for money of the
preferred constraint. This would be controlled via open and transparent
exchange platforms. The unit of currency would still be the same, only
the attached constraint would change. Unconstrained money can be used
anywhere, constrained money only in certain places. Therefore one would
have to accept a reduced amount of unconstrained money for a certain
amount of constrained money.


Would conversion between differently constrained credit coupled to
inflation for a certain constrained credit lead to prices on goods soon
having different prices per constraint type? No, it would not. The kind
of inflation that can occur is only the kind driven by some kind of
required input becoming more scarce and its increased price driving up
general prices. One must recall that we are not using fiat money. Fiat
money can be printed with no equivalent value creation promise.
Therefore inflation can quickly occur as too much money is printed with
the increased amount of money chasing the same amount of goods and
services. By applying credit limits, using open and transparent
platforms, peer reviewing of information with peer consequences for bad
societal business case evaluation and management, managing repayment
terms, consequences for bankruptcies etc. we can control the quality of
our societal value creation promises. Also recall that the total credit
position is always zero. So for every R1 of negative credit, someone is
holding the corresponding R1 of positive credit. Each instance of
positive credit or money could be digitally signed so one could trace
back every instance of digital value to its original value creation
promise.


Banks, societal investment and collaboration


In our current monetary system the creation of credit and the associated
money is controlled firstly by the primary interest rate set by the
central bank and the amount of central bank base money in private bank
reserve accounts controlled by central bank open market operations, and
secondly by the propensity of banks to take some risk in creating the
money needed for the financing of new asset creation. Thus the cost of
new credit in conjunction with the availability of sound business cases,
with both entrepreneurs and banks believing in the societal value
creation of such business cases, determines the speed at which money is
created. Credit is also created by governments as they sell government
bonds. Thus the combination of profit-seeking banks and investment banks
together with central bank operations essentially control the rate of
money creation in society.


An aspect of the above which is often overlooked is that of bank
employees. Bank employees are not shareholders and therefore do not take
any capital risks. Commissions paid to bank employees can mostly not be
clawed back. Thus bank employees are very motivated to translate the
risk associated with business cases into fee-based revenue which can
more easily lead to bonuses being paid to bank employees. There are also
various fee-based intermediaries such as brokerage houses, investment
banks etc. which often do not partake in capital risks but earn fees at
various points within the various financial services industry value
chains.


The 2007 and 2008 global financial crisis serves as undeniable proof
that the current structures which are supposedly ensuring efficient and
broadly beneficial societal investment and collaboration are not
functioning at all well, if not dismally. Increasingly complex and
opaque structures such as collateralised debt obligations (CDO’s) are
created to obfuscate societal risks and enable fee and bonus based
earnings for the employees and shareholders of banks. Rampant credit
creation fuels asset speculation enabling fees and capital gains based
revenue to be earned by the shareholders and employees of the financial
services industry.


We can do better than this, much better. National and global transparent
credit clearing networks in conjunction with transparent open economic
structures would certainly do no worse than our current opaque societal
structures. My expectation and belief is that openness and transparency
will lead to better, more efficient and more broadly beneficial societal
collaboration.


Within a national and eventually global credit clearing network credit
is always created only at the individual level. Individuals pool their
credit together to undertake larger projects within societal
cooperatives, businesses, government and NGOs. The creation of new
credit and its associated money is instantly and publicly visible to
all. The wallets associated with the initial creation of positive credit
balances and the associated negative credit balances are instantly
visible to all.


For example assume a certain municipality wishes to undertake a
construction project. The business case for the construction project
would be publicly visible, the entities performing the work would all be
open economy cooperatives thus their finances would be publicly visible
in detail, the municipality’s finances would be publicly visible in
detail. If the project was large enough a direct citizen vote may have
been required to determine whether to go ahead with the project or not.
If the business case is approved the necessary positive credit would be
created in the relevant municipal wallet with matching and proportionate
negative credit balance entries in the societal collaboration portion of
citizen wallets within the municipality. I will provide more detail on
wallet structures later in the book. The same applies to all cooperation
occurring via open economy entities. There would be clarity of business
cases, clarity of finances, salaries, earnings and credit positions of
all involved.


Local vs. global cooperation


A major goal of the societal and monetary reforms proposed in this book
is enabling local communities to collaborate faster and more efficiently
toward their local goals with the availability of credit or money
becoming less of a limiting factor, without negatively impacting
non-local regions.


With respect to the above goal, the more direct the link between credit
and money creation and the societal goal achieved by such credit
creation the better our ability to granularly manage and control the
rate of local credit creation and credit destruction. Government
societal credit or debt in its current form is probably the worst form
of credit creation since there is rarely any clear link between such
credit, the associated money creation and societal benefits. The greater
the local nature and direct connection between credit creation and a
specific societal business case the better we will be able to
decentralise, democratise and efficiently collaborate.


The benefits accruing from some collaboration may be predominantly local
whilst the benefits accruing from some other collaboration may be
predominantly global. For instance it is difficult to see how the
creation of housing in South Africa would directly benefit residents of
Panama, unless they could somehow profit out of the situation meaning
that they most likely managed to significantly overcharge for any goods
or services rendered during the construction process. On the other hand
Panama needs iron, platinum and other core minerals. Therefore
Panamanian residents would be interested in jointly financing the
development of mines for the extraction of such core minerals should
they be able to benefit from importing such minerals from South Africa.


Interest, investment funds and associated investment profit are some of
the instruments of arm’s length collaboration enabled by the financial
services industry. The greater the logical and physical distance between
cooperating parties the more relevant the intermediating services of the
financial services industry become. As we move to national credit
clearing networks and an open economy, collaboration with predominantly
local benefits will tend to become more direct via peer-to-peer
platforms whilst larger, more complex and global cooperation would most
likely still be via a number of intermediaries. Providing such platforms
will most likely lead to greater levels of local collaboration and
reduced global collaboration.


The range of products that can be locally produced by 3-D printing is
increasing rapidly. The results of product development and design
innovation are fast becoming digital instructions for 3-D printers used
in conjunction with other automated machinery. As more of the world’s
consumer products production moves to local 3-D printing more localised
value chains will make sense.


Thus more localised management and credit creation and resulting
societal value creation makes sense since it seems global productive
capacity will also become increasingly local, partially reversing the
trend of global centralisation of productive capability.


Decentralised credit creation, central banks and banking


By moving to national and global credit clearing networks and associated
peer-to-peer and peer-to-multi-peer investment platforms, with all
credit being created and destroyed at an individual level, some of the
functions of a central bank will no longer be needed. The function of a
central bank or national credit creation committee would be monitoring
the rate at which regions create constrained and unconstrained money at
an individual, ward, municipal and provincial level. As collaboration
becomes increasingly local, increasingly transparent and increasingly
peer-to-peer, citizens will play an increasingly proactive role in
monitoring credit creation and resulting societal benefit. The central
money creation committee would regulate maximum limits, or perhaps
rather the method in which such maximum limits are determined in
real-time based upon credit status and money flow at individual, ward,
municipal and provincial levels should decentralised citizen-based
regulation and control of credit creation fail at any level.


In order to promote successful and efficient peer-to-peer and localised
monitoring and regulation of credit creation and resulting business case
realisation, regional and collaborative value creation success must
impact individual credit ratings. Thus if I am an individual living in a
city which is collectively close to bankruptcy then I as an individual
would be increasingly constrained in my ability to create credit. This
applies at all levels of societal groupings, from ward to municipal to
provincial to national to international.


This must also be the case since bankruptcy is absorbed at a societal
level. The faster such bankruptcy is realised and the more localised
such bankruptcy is the faster we will be able to get feedback on the
value creation decisions and investments we make at various levels of
society, enabling us to adapt faster. In such circumstances the flow of
money becomes an ever more effective feedback mechanism as part of a
more adaptive society.


If all credit is created at an individual level do we still need banks?
Yes, banks would certainly still exist but would no longer take credit
risks on behalf of society via capital backed up by private bank owners
and stock exchange bank shareholders. As we have seen in the recent
financial crisis the private owners and employees of banks were very
good at transferring risk over to the general public. As they say:
“Financial industry gains are privatised and losses socialised”. Let us
no longer pretend that banking shareholders are really prepared to take
risks on our behalf. Citizens would take such credit risk directly since
all credit would be created only at the individual level. Banks have
built up excellent societal business case evaluation capabilities and
therefore citizens may still choose to allocate some of their credit to
banks or other entities which intermediate between citizens and societal
business cases. Banks would then essentially be operating with 100%
reserves but the bank reserves are provided through a combination of
money already in circulation or money created as a direct credit
provision of an individual.


Let me explain this with an example. Based upon John Smith’s recent
credit position and behaviour as well as the credit position and
behaviour of individuals in his ward and municipality or city, he may
create R20 000 worth of unconstrained credit to be paid back over one
year, at no interest. John decides that he does not want to participate
in any direct credit funding of open economy cooperatives or the
remaining closed economy businesses but would rather place the R20 000
in an investment account with a bank, earning interest. Both the credit
and investment risk lie entirely with John Smith, unless John Smith is
bankrupt at which point his bad credit is absorbed by a combination of
the citizens in his ward and municipality. The bank competes with other
investment intermediaries to channel positive credit, or money, toward
the greatest value producing societal business cases as presented by
open economy cooperatives and closed economy businesses, with the bank
earning fees and investment returns.


In another example Jane Doe may have accumulated a R50 000 positive
credit balance, or money, by providing valued goods and services to
others. Rather than investing directly via peer-to-peer investment
platforms she may also prefer to place the money in an investment
account at a bank and trust that the bank will be able to allocate such
positive credit or money to societal business cases having good returns.


Banks will still be around but will no longer partake in the creation of
credit. Their focus would still be on societal business case evaluation
and management but the money for doing so would be at a 100% reserve
rate with respect to the bank as a business entity.


Banks would basically become the same as investment institutions.


Inflation, asset creation, asset purchase, speculation and constrained money


How would credit creation, speculation, asset bubbles and inflation be
impacted by decentralised credit creation and monitoring and constrained
money?


Let us assume that a certain community, or in South African terms the
residents of one of our political wards, decide together that they want
to build a 30m replica of the Eiffel Tower in their community and that
they will use a combination of their collective credit to do so. For any
goods and services they require which are non-local they must use
unconstrained credit so as to buy such needed goods and services from
non-locals. They keep this to an absolute minimum and enable the rest of
their collaboration via the creation of credit and associated money
constrained to use within their ward. Thus anyone whom the community
pays using such locally constrained money to assist in creating the
Eiffel Tower would be able to spend or invest such locally constrained
money into local wallets only.


The fact that these ward residents are investing some of their time and
effort into creating such an Eiffel Tower does not really directly
impact any other wards or municipalities and cities, especially since
they predominantly used locally constrained money to do so. Creating
this Eiffel Tower is also very unlikely to add to speculation, asset
bubble creation and inflation. Other wards and regions may simply see
this ward as being a bit odd and seem to be investing their time and
effort into non-productive assets.


Credit and money associated to the creation of new assets does not lead
to asset bubbles and inflation. Creating too many unproductive assets
may of course lead to a community or ward becoming poorer and less able
to obtain their needed safety, sustenance and joy. It is the credit and
money used to purchase existing assets which tend to lead to
speculation, asset bubbles, inflation and eventually credit collapse.


Let us see what happens when speculation fuelled by locally constrained
money leads to local asset bubbles. First of all it is unlikely that
locally constrained money would be used to purchase many assets which
fall outside of the local community or city. Any entity receiving such
local money payment for a nonlocal asset would have to possess a local
wallet and would be able to spend such local money only into wallets
linked to the same locale. Thus let us focus on folks living within the
same town creating an asset bubble together based on local house
purchases using locally constrained credit and money.


John wants to purchase an existing house in the town belonging to Peter.
Since the credit needed is greater than what he can create by himself he
applies to his local cooperative bank for the local credit. The
cooperative bank obtains its money from the collective credit of the
community. He offers to pay R2 million for the house. His credit is
approved and he purchases the house. The community has 1 000 members and
thus each has pledged R2 million / 1 000 = R2 000 worth of their
personal credit to John via the cooperative bank, and thus the locally
constrained money was created. The community now expects to earn that R2
million back over time, plus interest if such was agreed. John now has a
monthly obligation to obtain enough unconstrained or constrained local
money in order to make the R20 000 payments on his house credit to the
cooperative bank, and thus back to the community. The folks managing the
cooperative bank on behalf of the community cooperative think that he
will be able to do this. The finances, available and pledged credit of
the cooperative bank are visible to all in the community.


Peter believes that he has made a great deal and wants to now purchase a
larger house which he believes he will again be able to sell at a
handsome profit. He obtains local credit and purchases a house from Mary
for R3 million. Peter now has a monthly obligation to obtain enough
unconstrained or constrained local money in order to make the R20 000
monthly payments on his house credit.


Mary in turn is extremely happy with the profit that she made and
believes that this is a trend and therefore she decides to speculate on
increasing house prices. She offers to buy John’s house for 2.5 million
Rand and Evelyn’s for R2.5 million and obtains the local credit. Mary
now has a monthly obligation to obtain enough unconstrained or
constrained local money in order to make the R40 000 payment on her
house credit.


John in turn is extremely happy with the profit that he made and
believes that this is a trend and therefore he decides to speculate on
increasing house prices. He offers to buy Peter’s house for R3.5 million
and is able to obtain the credit. John now has a monthly obligation to
obtain enough unconstrained or constrained local money in order to make
the roughly R30 000 payment on his house credit.


And so on until John, Mary and Peter and Evelyn have obtained credit to
swop houses until their houses are “market valued” at R6 million and
their monthly payment obligations stand at R60 000. As each of them
realises some of their “profit” they spend the local money into local
circulation increasing positive cash balances across the community.


John experiences financial trouble, is unable to keep up with his
significant monthly value creation obligations, i.e. is unable to make
his monthly payments, and is declared bankrupt. This leads to a fall in
house prices with Mary and Peter and Evelyn also trying to sell their
houses in order to get out of the speculative racket. They are unable to
do so and are also declared bankrupt. A similar fate befalls more locals
that obtained local credit to fund house price speculation. As each of
them is declared bankrupt, the credit which was pledged by the members
of the cooperative bank with the expectation that such credit would be
paid back over time is written off.


If the additional positive credit balances created as part of the
speculative asset bubble creation process were spent into the community
on a proportional basis the impact would be almost zero since everyone
would have the positive balance available in order to cover the
bankruptcy. The entire speculation and asset bubble process would then
have largely been a time wasting credit merry-go-round. However it is
likely that a few smart and/or lucky speculators may have been able to
get into the asset bubble process at the right time and exit just before
the bubble burst. The accumulated negative credit balances applied to
every community individual which become non-reclaimable as bankruptcies
are declared, would be partially matched by positive credit balances in
the wallets of the successful speculators. Since both wallets and
cooperative banking transactions are publicly visible the community
would know who these successful speculators were. The speculators would
be able to use these positive balances to obtain local goods and
services for the satisfaction of their safety, sustenance and joy needs.
One wonders if some in the community might be hesitant to accept their
payment for such services…


Regions outside of this community would not have been impacted by this
localised asset bubble since none of the local money created as part of
the local credit boom could have been spent outside the community. The
only end result of the localised credit boom and bust might be that some
speculators were able to accumulate significant positive balances based
upon a broad community credit loss. However, whatever sustenance, safety
and joy they would be able to obtain via the use of these positive
credit balances would have to be obtained locally, since the money
created was of a constrained variety. Thus again there would be no
impact on regions outside of this local area.


As collaboration increasingly occurs via open economy entities with
democratic determination of salaries and benefits of individuals within
such cooperative entities and a 20:1 total personal earnings cap with
respect to minimum wage being applied, credit and associated money will
naturally tend to be more evenly  distributed across individuals in
society. Thus the extent to which speculators can hoard cash will be
limited and the extent to which money spent by speculators is spread
evenly across society will increase. Thus speculation will over time
tend to become less damaging and end up more as a time wasting exercise
with limited benefits to a few speculators.


Thus we see that the creation of new local “non-productive” assets using
local credit and money would maximally lead to the community potentially
wasting their time producing such non-productive assets and potentially
becoming poorer over time. Non-productive is of course a relative term
since a swimming pool usable by all in the community would not be
considered a non-productive asset by locals but may be considered so by
non-locals. As long as the community can provide for its own safety,
sustenance and joy whilst having a positive credit balance with respect
to other communities, the community in question can decide to do with
its time and resources as it wishes.


On the other hand localised credit speculation based upon the
credit-based purchase of existing assets would maximally lead to a
number of successful local speculators obtaining accumulated positive
credit balances from the community’s broadly distributed negative credit
balance increase. The overall local credit position of the community
would still add up to zero but would have a lopsided distribution. We
will see that a form of tax has a role to play here, as well as open
economy democratic cooperative structures with a set maximum earning
potential per individual. In addition we need to distinguish between
credit that is created for consumption purposes, credit created for the
purchase of existing assets and credit created for the creation of new
assets.


Wallet structure, personal and societal credit


Let us now return to the logical structure of wallets. The true function
of wallets is to track and reflect the societal credit position of every
individual, including the individual’s portion of societal credit at
various societal grouping levels. In addition certain credit and
associated positive credit balances are constrained whilst other credit
and associated credit balances are unconstrained. Constrained money can
only exist within and be exchanged between wallets meeting the relevant
constraint. It is expected that the credit constraint applied initially
would be based upon the location of the wallet, i.e. the geolocation of
the societal grouping to which the wallet is linked. Over time as wallet
and exchange management systems improve and citizen knowledge of the use
of constrained credit and money spreads and improves, a greater variety
of constrained credit and associated money can be implemented.
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The primary structural components of a wallet are as follows:


	current positive credit balance per constraint type
    This is essentially the amount of money that the person owning the
wallet currently has. Some of the money may be unconstrained whilst
some may be constrained to use only with corresponding wallets in
the same ward, the same municipality or the same province. As we
move to a single and global unit of exchange as part of a global
credit clearing network, an additional country constraint could be
added and make sense

  

  	current personal unconstrained negative credit position and monthly
obligation
    This is the personal credit position of the wallet holder. Let us
look at unconstrained credit first. The primary number of interest
is the total monthly value producing obligation of the wallet
holder, or rather societal value return obligation. With barter
based trade such as direct bartering of house building labour, the
wallet holder would have a specific house building assistance
obligation to society if society assisted the wallet holder in
building a house. Due to division of labour we require generic
credit to be repaid with monthly surplus value earned by providing
any value producing service to society. Some obligations are small
and can be repaid quickly whilst other obligations are large and
take years to prove return value to society.


    The credit position is split up amongst the various repayment
obligation periods: 30, 60 and 90 days; 6 and 12 months; 2,3,5,10,20
and 30 years. Repayment periods may fall outside of these specific
ranges but are grouped into these ranges for the benefit of standard
display. The total societal value return obligation agreed for each
value return period is shown, the proportion of monthly obligation
resulting from credit at each period and lastly the overall interest
charged on such value return obligations for each period, which may
also be zero interest.


    Lastly it is indicted whether the money associated to such credit
was used for a direct personal purchase or whether the money was
used to fund a cooperative entity of some sort, such as an open
economy cooperative, closed economy business, NGO or other form of
cooperative entity. The specific cooperative entity associated to
each credit based funding is visible.

  

  	current personal constrained negative credit position and monthly
obligation
    An individual may take on credit obligations for money of each
constraint type. Thus an individual may be allowed to create a
certain amount of unconstrained money on the spot with an associated
30 day equivalent unconstrained value return obligation. In addition
the individual may be allowed to create a certain amount of
constrained money, for example constrained to use within wallets
linked to the same ward as the wallet holder’s wallet, also on the
spot with an associated 30 day equivalent constrained or
unconstrained value return obligation. Unconstrained money may be
used to settle constrained societal value return obligations but not
vice versa. Cooperative banks at the various societal grouping
levels determine the amount of constrained credit that can be
created by individuals acting alone or by individuals acting in
unison. This is done in conjunction with a national credit creation
regulator which is most likely an evolved version of our current
central bank.


    The same information would be repeated for personal credit of each
constraint type.

  

  	current portion of societal grouping negative credit position per
constraint type and monthly obligation per societal grouping and
associated constraint type
    A ward may decide to jointly take on a certain constrained or
unconstrained credit obligation; the same for a municipality,
province or country. Each such obligation is distributed amongst the
wallets associated to the relevant societal grouping. Assume a ward
takes on a R1 million unconstrained societal credit obligation with
the associated value return to be achieved over 12 months. Further
assume that there are 1000 adult residents within the ward. In this
instance each of the 1000 resident’s wallets would show a R1000
societal credit obligation at the ward level with an expected 12
month value return obligation period. Assuming no interest the
monthly value return obligation per citizen would be R83.4. We will
see in the next section that the monthly payment obligation
associated to societal grouping credit is not necessarily split
equally amongst all residents of the relevant societal grouping. The
best information that can actually be provided is an estimate of an
individual’s portion of societal credit repayment obligations.


    As for personal wallets the societal grouping credit position is
split up amongst the various repayment obligation periods: 30, 60
and 90 days; 6 and 12 months; 2,3,5,10,20 and 30 years. The total
societal value return obligation agreed for each value return period
is shown, the proportion of monthly obligation resulting from credit
at each period and lastly the overall interest charged on such value
return obligations for each period, which may also be zero interest.
As far as possible the intended initial use of the money associated
to such credit creation is publicly visible.

  


The credit position and associated information is repeated at each
societal grouping level and for each type of credit and thus money
constraint.


Societal credit and tax


How does an individual determine which portion of their surplus earned
value goes to returning personal value creation obligations vs. the
portion that goes to returning societal value creation obligations at
various levels? An individual would most surely focus on personal credit
obligations rather than on societal credit obligations. Due to this
reason it is not left up to the individual to decide how much of their
current positive credit balance goes toward meeting monthly societal
grouping value return obligations. The money is simply deducted by the
relevant societal grouping. The money is collected through a form of
taxation.


Should the amount deducted be spread equally amongst the residents of
the societal grouping? No, it cannot. Why is this the case? The reason
for this is that the distribution of the money associated to such a
societal grouping credit obligation tends to end up being distributed in
a lopsided fashion across the wallets of the relevant societal grouping.
The greater the current concentration of wealth and productive
capability within the societal grouping the greater the lopsided
distribution of resulting money within the societal grouping, with the
majority of money ending up in the wallets of those owning the majority
of the productive capability within the societal grouping. As more of
our safety, sustenance and joy production becomes automated the more the
ownership of productive capacity will tend to end up in the hands of a
few, this in turn leading to ever more of the money associated to
societal grouping credit obligations ending up in the hands, or rather
wallets, of a few.


Therefore the payment from each societal member toward societal
obligations is not equal. A simple formula based upon the proportional
distribution of such credit per wallet is used to determine who pays
back how much of such societal credit obligations. Since repayment of
societal credit obligations occur over time as per the relevant agreed
repayment schedule, those that initially accumulate the majority of
money associated to such societal credit obligations would still benefit
proportionately more than others since they may have managed to
accumulate considerably more money that what is needed for their monthly
portion of the societal credit obligation payment needed. The formula
used to calculate individual payment contributions, using money only of
the constraint form matching the initial money creation constraint,
would be:



  Personal payment contribution  = Total monthly societal credit
obligation * ( Personal positive credit position / Total initial money
created)



Thus over time the total amount will be repaid, with each individual’s
monthly repayment obligation being based upon the distribution of such
credit throughout the wallets of all relevant individuals. Should the
money created initially have been of an unconstrained variety it may
occur that the monthly repayment obligation required is unable to be
met. This means that there is not enough of the initial money created
still remaining in the wallets of the individuals linked to the money
creation. Thus they are unable to meet their societal value obligations.
Such instances are noted for the grouping as a whole and the amount
short is rolled over to a next month. This would affect the region’s
ability to create credit at an individual as well as at various relevant
societal levels. Should such repayment obligations continue to be unmet,
after an agreed period of time a bankruptcy may be declared with the
shortfall met by a higher level of societal grouping. Thus societal
groupings at all levels, from individual to the top, will keenly be
looking at credit and the associated flow of value to regulate and act
upon individuals and societal groupings being able to add return value
to society.


Consumption, asset creation and asset purchasing


All money comes into existence by the making of societal value creation
promises. Promises are either made by individuals or groups of
individuals with the resulting repayment obligations belonging to the
individuals, or as value creation promises or joint collaborative
activities undertaken by societal groupings in which case repayment of
such obligations occurs via a form of tax levied on the individuals
belonging to the societal grouping as described earlier.


We must capture the nature of societal value creation promises. It is
important for us to distinguish between credit agreements that enable
our collaboration using existing assets in order to provide each of us
with the daily safety, sustenance and joy that we need and on the other
hand credit agreements which facilitate the purchase of existing assets
or the creation of new assets.


Credit constraints must be agreed and monitored with the constraints
being informed by an individual’s current positive credit record i.e.
the amount of money that they have, their short-term credit position
which most likely fuels consumption and their medium to long-term credit
position related to the creation of new assets or the purchase of
existing assets.


A set of proposed guidelines are:


	all credit agreements above the amount of R50,000 (approximately
$5000) are viewed as credit agreements related to the purchase of
existing assets or the creation of new assets

  	such asset based credit agreements must indicate whether the asset
will be newly created or whether the asset has already been in
existence and used

  	credit agreements related to the creation of new assets are publicly
visible

  	credit agreements related to the purchase of existing assets must
include as part of the agreement the original amount of credit and
money created in order to create the asset

  	asset categories are agreed and every asset in existence must be
categorised and its value captured and such information must be
publicly visible

  	big data and cognitive computing solutions such as Watson can be
used to assist in the classification and categorisation of assets


The above will enable the monitoring of asset price inflation per asset
category as the resale price and credit agreement associated to the
purchase of existing assets are reviewed against the asset creation cost
and credit agreement.


Bankruptcies are absorbed by societal groupings. This in combination
with all credit information and resulting money flow information being
publicly visible will lead to a very effective public review of credit
risk and asset price inflation risk.


In addition by financing assets largely valuable to locals, such as
housing, by increasing percentages of locally constrained money, the
likelihood of value flowing out of the community will be reduced thus
reducing the societal impact of bankruptcy declaration. Bankruptcies are
absorbed in a similar fashion to the payment of societal grouping credit
obligations i.e. as a tax calculated by using the current distribution
of positive credit i.e. money throughout the wallets in the societal
grouping. Thus the speculators that made the most amount of money by
fuelling an asset bubble will also be the ones absorbing the greatest
portion of the ensuing bankruptcy.


We will no longer allow the privatisation of financial services profits
and the socialisation of financial services losses.


Constrained money and housing


Let us now return to the creation of housing infrastructure. We now have
the monetary, value exchange, regulatory and cooperative structures in
place to drastically increase our ability to create the housing
infrastructure we need. A city such as Johannesburg or rather the
municipality known as the City of Joburg would use this infrastructure
as follows:


	As a general principle use locally constrained credit and money as
far as possible to ensure the continued local circulation of value
and to put other region’s mind at ease since potential speculative
and inflationary consequences would be local to the city

  	Create the municipal cooperative bank. The municipal citizens are
the members of the cooperative bank. Citizen credit at an individual
level supplies the credit of the cooperative bank, with such credit
appearing on the credit record section of individual wallets
reserved for societal grouping credit. The cooperative bank is run
democratically as any other cooperative and in addition is run as an
open economy institution with all that entails. Thus if the
community is not satisfied with the manner in which the cooperative
bank is being run democratic cooperative mechanisms are in place
with which to take immediate action. Citizens are in control, not
politicians. Politicians may advise and propose, no more.

  	Identify and appoint construction supply chain specialists
preferably within newly created open economy cooperatives providing
housing value chain consulting services

  	Evaluate the local housing construction value chain

  	Determine which materials and services can currently be produced and
purchased locally

  	Determine the materials and services which cannot currently be
produced and purchased locally

  	Of these non-local goods and services, investigate which local
capacity could possibly be created to provide these goods and
services in an efficient and timely manner with potential to reuse
such capacity for local use and/or for providing such goods and
services to communities outside of the local region. Some capacity
may be created as the initial houses are constructed and others may
have to be created before any houses are constructed in order to
locally produce input resources to housing construction

  	Propose and agree with the central bank, citizens and other relevant
institutions the mix of constrained and unconstrained credit and
thus money to be used in order to finance capacity creation and
housing construction

  	Agree mutual trade agreements with nonlocal suppliers of goods and
services to the maximum extent possible to ensure equivalent
exchange of value, or stated in another fashion: carefully manage
the city’s balance of payments position by agreeing mutual upfront
trade with non-local suppliers to the greatest extent possible

  	Facilitate the formation of suitably skilled open economy
cooperative entities to either pre-create the needed local input
resource capacity or perform various functions along the housing
construction value chain

  	Additionally consult and train newly formed cooperatives which do
not yet possess needed skills

  	Local unemployed and partially employed labour capacity is activated
to the greatest extent possible

  	Incrementally create the needed mix of constrained and unconstrained
credit and associated money to fund construction of housing

  	Constrained and unconstrained funds are spent across open economy
cooperatives via the public lending and investment platforms

  	Wages of activated unemployed or partially unemployed labour is kept
as close to subsistence levels as possible

  	All such spending occurs as broadly as possible across open economy
cooperatives with the various open economy dictates assisting in
ensuring such broad distribution of local constrained and
unconstrained money

  	Every citizen and everyone involved in the housing construction
value chain, including housing recipients, may rate and comment on
quality of work and value realised by using the open lending and
investment platforms through which spending occurs

  	Locally constrained money spent during the construction process can
in turn again only be spent into local wallets, thus retaining
credit locally and in the process either rebalancing local credit
positions or at least ensuring that value circulation remains local

  	Unconstrained money spent during the construction process may be
spent into any wallet therefore potentially contributing to value
flowing out of the city. Value flow out of the city must be kept to
as low a level as possible and be closely monitored by all.

  	Businesses that wish to benefit from providing services to those
with local construction money to spend must ensure that they either
accept local money fully or that at least a portion of all payments
can be made with local money. The greater the portion of local money
that a business accepts the greater the integration of that business
into the local economy

  	The flow of constrained and unconstrained money resulting from
constrained and unconstrained credit is publicly visible to all at
all times


Now we have increased the capacity of cities and their citizens to
collaborate equitably and transparently toward the creation of needed
housing infrastructure.


Let us continue our journey.


Credit, consumption, assets and the fundamentals of societal collaboration


This is the section of this book which I spent the most time mulling
over trying to understand how things would work. Hopefully I can shorten
the process for you. Hopefully you agree with what I say and propose. It
has to do with building our needed infrastructure with no debt
associated. How would we create the positive credit needed to enable
construction, and more importantly, how would we then settle the
associated negative credit over time?


Within a credit clearing network there is only credit. There is positive
credit and negative credit. Every unit of positive credit is matched by
a unit of negative credit. The negative credit is always some kind of
value creation promise. The positive credit side is more complex.
Positive credit is the means we use to collaborate toward the creation
of the value associated to the negative credit as well as the means to
prove that the value creation was a sensible thing to do as we cancel
out the negative credit with positive credit over time. Positive credit
is money. Spreading the understanding of money as the temporary
manifestation of the positive side of a value creation promise makes it
easier to understand the true functioning of society.


Positive credit can be used in one of two ways. In the first instance it
represents a certain amount of consumption. It may mean consuming a meal
that someone has prepared for you, having someone cut your hair, having
someone patrol the perimeter of your security estate in order to keep
you safe and many, many other types of consumption. Value has been
directly and immediately provided and consumed in totality and return
value is immediately due. In the second instance the positive credit is
used to create an asset. The amount of positive credit represents the
cost associated to creating the asset. We mostly do not consume an asset
directly and in the instances where we do consume the asset directly
such consumption occurs over a period of time. By living in a house we
are consuming the asset directly, a little bit at a time. We cannot
directly consume a factory. The factory may be used in order to produce
products and services which we can consume directly.


So what is needed in order to be able to create an asset? Assuming the
raw materials are available the first thing that is needed is surplus
labour, labour capacity over and above that which is needed to provide
everyone in the relevant societal grouping with their daily safety and
sustenance.


The second thing that is needed is credit since those creating the asset
must be able to use credit in order to obtain their safety and
sustenance whilst creating the asset. Someone must provide the credit.
Lastly how do those providing the credit know that the value creation
promise associated to the credit needed to build the asset has been met?


In the case where many others collaborate to build you a house you
directly consume the value provided by the house over time and must
provide some form of return value to society over a period of time in
order to match the cost associated to building you a house. Let us
assume you go into negative credit in order for others to build you a
factory. Neither you nor others can directly consume the value provided
by the factory. The factory is used to produce something which can in
turn be directly consumed by you or others in society. As that something
is consumed return value is provided to society over time enabling you
to settle the negative credit associated to the creation of the factory
over time.


Thus when creating an asset we usually measure whether the asset has
been a good thing for society to create by tallying up the value of some
other service provided over time, with the asset sometimes being
required in order to provide the service being measured, such as is the
case with a factory.


Who actually ends up paying for the factory? The folks that consume the
products and services produced in the factory are the ones that pay for
the factory. Whenever the individuals that consume the goods and
services enabled by the creation of an asset can be identified and the
amount of goods and services consumed by such individuals can be
measured and tallied the value return process associated to the creation
of the asset is reasonably straightforward.


Let us look at an example. Let us assume our community built a community
pool. How can we tell whether it was a useful thing to do? Well it would
probably have been a good thing if people use the pool. We would at
least want the cost associated to the creation of the pool covered. Must
we charge the first person that uses the pool the full amount? Probably
not. What we need to figure out is what amount of positive credit
someone would be willing to pay in order to use the pool for a certain
amount of time. Enough people would then need to pay for usage of the
pool in order to cover maintenance and service costs and also settle the
negative credit associated to the initial creation of the pool over
time.


What about a road? How about a traffic light? How about groups of people
mowing the lawns of public spaces? In these instances we cannot directly
measure individual benefit from the creation of the asset and the extent
of such value realised for individuals. Must we toll every road? Must we
measure the identity of everyone crossing the interchange managed by the
traffic light and charge them accordingly? Must we measure all people
passing the lawns that are mowed and enjoying the value associated to
having the lawns mowed? This is obviously not practical.


Thus we cannot always directly measure the individuals that benefit from
the creation of an asset. The only way in which to settle the negative
credit associated to creating the asset providing common good or
executing the service providing common good is to tax everyone that is
likely to have benefited from the creation of the asset or provision of
the service. The more direct the connection between those that likely
benefit from the asset and those that provide the credit for the
creation of the asset or provision of the service is, the more efficient
and equitable the usage of such societal credit will be. Therefore the
more our taxes are collected locally for the execution of local asset
creation or service provision the more efficient and equitable our
society will be.


Before the digitisation of information, communication and money and the
automation of computation it was very difficult to raise taxes for
specific asset creation projects. It would simply be too costly and
time-consuming to inform everyone about the potential projects that
could be executed as well as the cost associated. The organisational
cost of doing this has decreased dramatically. We can now create
platforms that will enable the collection of tax associated to a
specific undertaking in an efficient manner.


Now let us return to the creation of housing for a city or town.
Societal credit at the city or town level will be use to fund the
creation of housing infrastructure. Those that construct the housing
will spend the money which they are paid into broader society. Over time
we must collect taxes so as to retrieve this money and settle the
associated negative credit. The broader the money is distributed
throughout society the easier it will be for everyone to pay the tax
associated. If the money is distributed throughout society in a lopsided
fashion then those that possess the most of the money will pay back the
majority of the tax over time.


Now there will be those that say: “If someone used their ingenuity and
skill in order to play the biggest possible value creation part in terms
of housing construction then that person should get the greatest
benefit, i.e. the greatest amount of the positive credit, and the money
should not just be taxed back over time.”


Well, how complex is housing construction really? Is there any aspect of
housing construction that requires such a specific and amazing skill of
a specific person that such a person is completely irreplaceable by any
other? Certainly not. We have enough engineers, housing construction is
well understood, we have enough project managers, we will have enough
construction workers as we train the unemployed etc. There is no need
for some amazing CEO or business owner that takes the lion’s share of
the positive credit associated to the construction of housing due their
taking enormous personal risks and or applying amazing ingenuity on
behalf of the rest of society.


So the greatly increased amounts of constrained local positive credit
can be spent broadly across society as construction is executed,
enabling the broad taxing of society over time in order to settle the
associated negative credit.


But, if we activate millions of citizens by increased local credit and
money, but then destroy the money as we collect tax over time, what will
the folks that were economically activated now use to pay for their
goods and services? There will again be no work and therefore no pay?


Well, let’s fast forward to 2035. Assume the production of safety,
sustenance and certain elements of joy have been pretty much automated.
Then there would be no work as we understand it today for the majority
of us. How would citizens then obtain the safety, sustenance and joy
services that had been automatically produced? Would they just get it
for free? What would for free mean? Would they be able to obtain 10
times as much food per day as they could possibly consume and just let
the food go to waste, let all the devices in their home run continuously
using huge amounts of electric power? No, most likely not. We would want
to measure and control the amount of goods and services consumed by any
one of us.


We would create a certain amount of societal credit which is allocated
to every individual. Thus we would have an overall negative credit
position at the societal level with the associated positive credit
balances distributed throughout society. As an individual consumes goods
and services that have been automatically produced we would measure such
consumption and charge a certain amount of positive credit. As
consumption occurs the overall societal negative credit position is
reduced until societal credit approaches zero. Then we begin again by
creating negative credit at the societal level and distributing the
associated positive credit throughout society etc. Repeat.


Now let us revisit what is needed for the creation of assets in society.
Note that assets could be buildings, gardens, music, an invention that
makes automated production or energy extraction even more efficient etc.
In short the creation of anything that provides value to us over a
period of time. The first thing we said is needed is surplus labour.
Since by 2035 the majority of the production of safety and sustenance
would likely be automated there would be labour in abundance. The second
thing we said would be needed was credit. Credit in order for those
involved in creating the asset to obtain the safety and sustenance they
need. Wait a second. Did we not state in the previous paragraph that
pretty much everyone would get the credit they needed for safety and
sustenance without necessarily having to provide any value to society?
Thus those that would be involved in the creation of the asset would
obtain their needed safety and sustenance irrelevant of whether they
were creating the asset, or were not creating the asset and sat around
all day playing cards.


What would then be their motivation for creating the asset? Their
motivation would be that they want to create the asset. They would
enjoy the mental and physical stimulation associated to the creation of
the asset, the joy of creating something new with others, the joy of
seeing others benefit from and enjoying using the asset, the beauty of
the asset.


Well, this is the crux of where we are with the creation of our needed
infrastructure. The primary reason for building European style city
infrastructure would not actually be to “create jobs”. The primary
reason would be because we believe it is a sensible thing to do. The
primary reason would be that we want to create European style city
infrastructure. “Creating jobs” as a core focus is becoming an
increasingly questionable thing to do.


By creating a national credit clearing network and using constrained
credit and money we would better enable ourselves to collaborate toward
the shared goals of our choosing. Whilst collaborating at maximum
physical speed toward our shared goals it may still be the case that
many of us would not have what we consider today as a job. The
inescapable truth that must dawn upon our politicians, business leaders
and citizens is that there will be more and more of us that obtain the
safety and sustenance we need without necessarily contributing to the
production of safety and sustenance in society.


We are all trapped in our current tunnel vision of debt and money and
jobs. This book is about lifting the veil and making clear that we have
many more options than our current financial services industry and
monetary system would make us believe.


We can activate millions within our society to build the infrastructure
we need. We can do it with no debt associated. By the time we completed
the building of our needed infrastructure and we again have millions
unemployed, it will very likely be the case that the inescapable
consequences of the automation of the production of safety and
sustenance have become patently obvious and broadly accepted by all. By
2025, perhaps even 2020, repeatedly creating and distributing societal
credit to enable many of us to obtain the safety and sustenance we need,
whilst having no job as we understand it today, would have become an
obviously sensible thing to be doing.


In short, let’s stop bleating about money, debt and jobs and start
building, if we want to. I sincerely hope we want to.


Equitable sharing of manual labour


As mentioned previously the exponentially increasing speed of
technological innovation is leading to all manual labour being automated
at speed and all algorithmic and repetitive computational labour being
automated at speed. The level of low skilled labour required in society
is now at its lowest level in the history of humanity. It will continue
decreasing at pace.


In the cities of the developed world fewer and fewer people are employed
in the production of core safety and sustenance needs. The majority are
employed in service industries such as retail, financial services,
restaurants etc. The majority of their core infrastructure such as
housing, power generation and distribution infrastructure, transport
infrastructure etc. has already been built. Building the remainder of
their current needed and future core infrastructure will not require
sizeable proportions of their society. Some of these developed countries
have excellent educational institutions which are producing highly
skilled citizens able to lead in the continuing automation of all global
production. Others are less successful and are experiencing high levels
of unemployment especially amongst their youth.


In South Africa and other similar developing countries the challenge of
unemployment is even greater. Due to the low skill levels of the
majority of their citizens these countries are certainly unable to lead
in the automation of global production. For most the situation is
considerably worse. The majority of developing countries in Africa and
much of the rest of the world are unable to provide the world with its
remaining manual labour due to a lack of infrastructure and the required
and trusted societal structures. There are partial exceptions such as
China, India, Brazil etc. which have been able to do much of the low
skilled manual and repetitive cognitive work required by the rest of the
world and in some cases using this as a base to lead the world in
certain areas of production automation, with China making the best
progress in leading production automation across a number of industries
and disciplines. The majority of African countries have not been able to
do this. The majority of African countries now find themselves in a
quandary:


	they have massive infrastructure needs

  	the rest of the world is not interested in the manual labour
capacity of their citizens

  	they are not able to skill up their citizens at the pace needed to
provide the rest of the world with repetitive cognitive labour or
medium skilled manufacturing labour

  	they are therefore unable to internationally finance the creation of
their needed infrastructure


As mentioned previously societies around the world are still predicated
upon an economy that prices goods and services based on supply and
demand. Currently there is an enormous global oversupply of manual
labour. This oversupply leads to manual labour being priced at extremely
low levels. In the majority of countries the true market rate of manual
labour would result in salaries which are below subsistence level.
Therefore countries institute minimum wage regulation trying to ensure
that those which provide manual labour at least receive a subsistence
wage. This approach is already not feasible anymore in many countries
with remaining countries following suit at pace leading to a situation
where the majority of countries face an untenable situation:


	high unemployment rates, especially amongst the youth, and the
resulting socioeconomic challenges and costs resulting from such
unemployment

  	subsistence level and below subsistence level minimum wages for
employed low skill workers leading to such workers having to work
many hours for low pay


Misery all around really…


For developing countries such as South Africa I proposed the following
solution to partially address the unemployment challenge and address the
infrastructure creation challenges of developing countries:


	employ the millions of unemployed in the creation of needed
infrastructure

  	nationally finance such infrastructure creation via the
decentralised and democratised creation, allocation and destruction
of constrained and unconstrained credit within open economy
structures


Most likely the resulting programmes of infrastructure creation at speed
will not employ all the unemployed of developing countries such as South
Africa. What can be done to address the remaining unemployment challenge
in developing as well as developed countries, especially as construction
needs reduce?


The solution is simple but difficult to achieve within our current
societal structures. We must recognise that:


	we do not want to allow people to starve to death and sleep in the
streets thus viable solutions are an imperative and not simply an
option

  	we will not be able to create manual labour jobs for the majority of
the remaining low skilled unemployed

  	those currently employed in low skill positions are overworked and
underpaid

  	the above results in us being unable to upskill the majority of our
citizens

  	this in turn leads to large-scale destruction of joy and the
inefficient and ineffective provisioning of safety and sustenance


Again, the solution is simple but difficult to achieve: we must
equitably share the remaining manual labour.


Instead of having one person being unemployed and receiving minimal
grants and another working all hours for low pay, rather have two people
share the work and each receive decent pay in order to procure decent
subsistence level safety and sustenance. This would provide dignity to
both as well as time for both to further educate themselves and gain
additional skills, or to just enjoy more dignified free time.


What is blocking us in executing the above?


Firstly the disassociated nature of our societal value chains leading to
the consequences of our decisions being hidden by our complex and
anonymous value chains. Millions are unemployed which leads to a
propensity for crime which leads to billions being invested into private
security forces, all manner of security systems, expensive insurance
against theft and crime as well as funding jails which are overflowing.
Would we not have a better, safer and happier society if the billions
spent due to the consequences of unemployment were rather allocated to
broader levels of employment at a decent living wage? Of course we
would.


Secondly the narrowly focused profit imperative of every business makes
it impossible for individual businesses to start implementing this since
they would be priced out of the market by competitors which do not
follow suit.


Therefore societal action must be taken on a broader level. We must
enable equitable sharing of the remaining minimum wage manual labour per
city and town as follows:


	determine the current number of unemployed per city and town

  	determine the current number of fully employed minimum wage
employees per city and town and the associated total cost for the
minimum wage salary bill currently paid using unconstrained money

  	match the total unconstrained minimum wage salary cost by an
equivalent amount of locally constrained city and town level
societal credit and associated locally constrained money

  	minimum wage salaries are paid 50% in constrained money and 50% in
unconstrained money

  	minimum wage employees earn the current full-time monthly minimum
wage salary by working only 10 days per month, barring a six-month
transition period

  	during the transition period existing minimum wage employees train
matching unemployed in performing the relevant manual labour tasks.
The quicker new employees are able to perform the manual labour
tasks the quicker existing employees will be able to work only 10
days per month

  	businesses claim the 50% unconstrained money from city and town
level cooperatives and cooperative banks

  	a sliding scale of constrained money is also paid to workers earning
up to 3 times minimum wage enabling a proportionate reduction of
working days per month and the training of a proportionate number of
unemployed or currently minimum wage employed to fill in the
proportionate amount of reduced working days

  	those earning above three times the minimum wage are still expected
to work full-time as they currently do

  	those earning minimum wages must spend two days per month over and
above the 10 working days in societally funded up skilling programs


The injection of locally constrained money into every city and town’s
economy would lead to increased local value exchange and value creation.
Over time investment into dealing with the consequences of broad-based
unemployment would be reduced thus lowering the amount of constrained
credit needed as unconstrained money is freed up. Up skilling of minimum
wage employed citizens would increase every town and city’s ability to
create products and services for others as well as earn value for the
towns and cities by providing goods and services to the rest of the
country and the world.


The progress made in sharing remaining manual labour equitably will lay
the groundwork for coping with societal change required as remaining
manual labour and repetitive cognitive labour is automated at speed
across the globe. As mentioned previously we are heading toward credit
being created at the societal grouping level, the associated positive
credit distributed to individuals, the consumption of such individuals
being tracked as they obtain goods and services, and by paying with
their positive credit the overall societal credit position would again
approach zero. Repeat.


Who decides what housing to create and where?


How will we decide how much housing infrastructure to create, the kind
of housing infrastructure to create and lastly where to create such
infrastructure?


These are enormous decisions which cannot be left up to anonymous
individuals in government. Most such infrastructure will need to be
created within and around our existing metropolitan cities such as
Johannesburg, Pretoria, Cape Town, Durban, Port Elizabeth, Bloemfontein
and other major South African cities and towns.


Since it is truly society that will be financing the creation of this
infrastructure it must also be society which determines how to go about
the creation of such infrastructure. It must be a democratic process.
More importantly it must be an efficient democratic process.


As covered previously, politicians are not primarily interested in
efficiency. Politicians are primarily interested in being elected and
re-elected. The vast majority of their time is spent posturing and
attacking each other as opposed to focussing on the efficient delivery
of value to society.


Therefore these decisions cannot be made by politicians since the
process would take many many years and get nowhere as they posture and
jockey for position and political power.


Politicians will be allowed to discuss and present their opinions on
approach and execution but will not make the decisions. Citizens will
make the major decisions as needed on as regular a basis as is needed.


The societal structures within which to take such decisions already
exist but are currently very poorly utilised. Our lowest level of
societal decision making structures are wards which in turn roll up to
municipalities which in turn roll up to provinces. These structures must
be effectively utilised in order to rapidly determine the best approach
to creating the needed infrastructure.


The proper and efficient utilisation and functioning of these societal
structures are critical to us making a successful and smooth transition
from a safety and sustenance-based economy to a joy economy.


In a society where co-operation is fuelled by profit as a reward for
taking business case risks enabled by debt-based financing it makes
sense for society to outsource such business case evaluation and
management to banks. As we move from a society where the majority of
collaboration is underpinned by debt-based financing to a society where
an ever more significant portion of collaboration is enabled by the
decentralised creation and allocation of co-operative oxygen with no
interest based debt, or simply no debt, attached we need new structures
for the evaluation and management of societal business cases, such as
for the creation of housing infrastructure.


Efficient decentralised and democratised societal decision making


In order to strengthen the ability of our existing societal structures
to fulfil this role the following critical steps must be taken with
urgency:


	Ward councillors become true community leaders

  	A cooperative is created for every ward

  	The ward councillor is the cooperative chairman

  	Being a community leader is a full-time job

  	Citizens are afforded the time to partake in decentralised societal
decision making, progress evaluation and adaptation via these
cooperative structures

  	Software platforms facilitate the efficient distribution of
information, communication, decision making and collaboration for
these ward cooperatives

  	In addition municipal level cooperatives are created. Mayors are the
chairmen of municipal co-operatives.

  	Usual co-operative principles apply with ward and municipal
cooperative board members and managers recallable by a swift
democratic process

  	the current party affiliation of ward councillors or community
leaders becomes increasingly irrelevant moving toward a situation
where community leaders are chosen based upon meritocratic
principles backed up by transparently and freely available
performance data


In our current setup ward councillors are most certainly not true
community leaders. The majority of South Africans do not know who their
ward councillor is nor have they ever met them. Many ward councillors
have full-time day jobs and perform their role as councillor or
community leader only as a side-line. This must change and being a ward
councillor and ward cooperative chairman must be a full-time job.


Citizens do not know what their councillors are discussing in council.
They do not know what the critical challenges for their city or their
ward are nor the progress achieved towards meeting these challenges.
This occurs because all citizens are fully occupied with performing
silo’d tasks within our massively deconstructed societal value chains in
order to obtain the money they need to attain their needed safety and
sustenance.


Considering our society as the complex adaptive system it is, we see
that our societal structures, processes and daily actions of individuals
are massively slanted toward efficiency and not at all toward
resilience. Due to rapid technological progress and the inevitable
resulting pressure on societal structures to change, we must increase
our adaptive capability and thus our resilience as a society. We must
provide ourselves the needed time to participate in societal decision
making. As a starting point I propose that the last Friday of each month
is utilised for societal information sharing and decision making. This
means that on the last Friday of each month we do not go to our regular
silo’d jobs. We go to community centres where we create a shared
understanding of our challenges, discuss and agree on solutions, monitor
progress and take adaptive action as needed. I call these days Giveback
Fridays. This collaboration occurs via the societal grouping
cooperatives created at a ward and municipal level. Decision-making must
be underpinned by a democratic process but not to the extent that
efficiency is undermined. The elected ward councillor is also the head
of the ward cooperative. Every citizen within the ward is a member of
the cooperative and therefore has a vote. For large decisions every
citizen has the opportunity to vote on which course to take. The
councillor manages business cases and provides feedback to the
community. Councillors are elected by majority vote every year but a new
election can be forced at any time if more than a certain majority of
the community vote for the councillor to be replaced immediately.
Current cooperative structures and regulation provide all that is needed
to facilitate this process. This enables faster decision making by the
community leader, informed by citizen voting, with citizens being able
to replace the councillor or others should their abilities as leaders be
seriously questioned by all.


For decisions which span across communities and wards and impact the
city as a whole the entire city votes together on which course to take.
For the efficient distribution of information relating to the decisions
that must be taken as well as to enable efficient voting, software
platforms will be needed. One integrated software platform enables each
country to efficiently make decentralised societal decisions. Such
software must be open source and created and maintained by open economy
entities.


The following decisions must be made as rapidly as possible for each
city through city based voting:


	Where must housing infrastructure be created

  	Firms must be contracted to present a number of principles and
designs for the housing and related infrastructure to be created

  	Principles must include 40 year time frame, high density, including
related infrastructure such as transport, retail, schooling, child
minding, play areas, community facilities etc.

  	Great attention must be paid to such proposals taking into account
the local provisioning of goods and services across the entire
housing construction value chain

  	Citizens vote on the locations and proposed principles and approach

  	Implementation starts


Creation and allocation of co-operative oxygen


Now we have more of the structures and processes in place for an open,
efficient and social economy. Creating credit and money is serious
business though. Promises must be kept. We need to have regulation of
the rate and scope of societal promises made.


The following actions must be taken:


	A national credit creation committee is formed, which may be the
current central bank with new responsibilities, with the brief to
regulate decentralised credit and subsequent money creation as well
as providing the platform for the decentralised management and
exchange of such credit and money.  Regulation covers aspects such
as the types of constraints which may be applied to credit and
money, how such constraints are met and made clear, the method used
to determine the rate at which constrained and unconstrained credit
and associated money can be created at an individual, ward,
municipal, provincial, and national level etc.

  	Provincial and municipal structures, which are cooperatives and
cooperative banks, are created to democratically agree which
projects to undertake and subsequently agree the credit and
subsequent money creation linked to value creation, allocate money
as progress is made, ensure open economy dictates are met, ensure
construction and locally sourced value chain principles are met,
enable open societal progress review and democratised voting on
actions needed to ensure performance

  	Experienced individuals across the spheres of co-operative formation
and management, business case evaluation and management, materials
processing, logistics, construction etc. are allocated to train,
consult and assist newly formed open economy entities across the
entire construction value chain to learn, execute and improve. All
such appointed individuals working more than a certain amount of
time in this capacity must join the open economy. The construction
of needed infrastructure is the catalyst through which the open
economy is launched. It will expand over time leading to more of our
closed economy moving over to the open economy side

  	Public rating and commenting on the quality of work of each
co-operative in the construction value chain and the wider open
economy as well as co-operatives rating and commenting on the
quality of divisions and individuals and value chain consultants
within city based organisations

  	Credit and wallet positions are publicly visible. For those regions
where money has flowed out of the region but the credit remains,
credit creation is slowed down, value chains are examined and value
creation opportunities are investigated and agreed via various
social cooperative structures. The region may also be forced to
finance more of its projects with constrained money if it cannot
retain unconstrained money

  	Societal value creation is the key. Societal value creation promises
and actuals at all levels of South African society open and visible
to all.


The above forms the cornerstone of an adaptive and continuously
improving society. Many employees of banks, as they exist today, which
are currently performing business case evaluation and management, would
be key to society’s successful use of these platforms and structures as
they use their experience and the open and transparent platforms
together with citizens of wards, towns and cities to identify and
realise opportunities to improve our ability to provide safety,
sustenance and joy to each other.


Social Cohesion


Co-operation and trust between the citizens of towns and cities must be
fostered, promoted and facilitated. Empathy does not develop over an
impersonal distance. Therefore the cooperatives of various wards must be
twinned. By calculating the total net positive credit balances of every
wallet in every ward we will be able to determine the total and per
capita wealth of every ward. The ward with the greatest per capita and
total wealth is twinned with the ward with the lowest per capita and
total wealth. The second wealthiest ward is twinned with the second
poorest ward etc.


Collaboration between twinned wards occurs in a variety of ways.
Suitably skilled citizens from the wealthier ward are elected to advise
and consult at various levels within the less wealthy ward cooperative
and cooperative bank. Elected representatives and citizens from the less
wealthy ward present their ward’s challenges to citizens of the
wealthier ward during societal planning and feedback events on the last
Friday of each month, during Giveback Fridays.


Progress and challenges of existing undertakings at various societal
grouping levels are reviewed, suggestions and options discussed and
actions taken. Again, this does not occur as a political process but as
a cooperative and cooperative banking process.


Collaboration requires trust and trust requires understanding which in
turn requires empathy. Without directly engaging with the citizens of
struggling wards and their challenges there is no space for the
development of such empathy and trust.


Therefore we create the space, time and structures to enable the
development of such empathy and trust. By focussing our best skills and
minds on resolving our greatest challenges we enable the speediest
possible forward progress of our neighbourhoods, towns and cities.


Principles and techniques for a better society


I have covered a broad range of principles and techniques for a better
society and used the problem statement of infrastructure for developing
countries as a point of departure in order to do so. Here are the
primary proposed actions:


	establish a single national wallet based credit clearing network

  	wallets contain negative credit information, i.e. value creation
promises, as well as positive credit information, i.e. money backed
up by value creation promises

  	the wallet of every person, every business and government unit and
therefore the negative and positive credit position of every person,
business and government unit, is publicly visible

  	cooperatives and cooperative banks are established at ward,
municipal and provincial level

  	the concept of constrained and unconstrained credit and money is
built into the structure of the wallet based credit clearing network

  	national to local regulatory structures, most likely the cooperative
banks at various levels and whoever regulates them, are created in
order to monitor and control the rate of credit creation at the
individual, ward, municipal, provincial and national level for
credit and money of each constraint type

  	lending and investment platforms are created to enable the
decentralised creation of credit and the allocation of such credit
to societal business cases

  	the flow of value, i.e. positive credit, with respect to the
societal value obligations backing up the positive credit, is
visible to all at all levels

  	an open economy is established with full view of the financial
transactions of open economy entities as well as complete
transparency of income for all in the open economy

  	credit is tracked as being used for consumption, used for the
creation of new assets and being used to purchase existing assets

  	big data and cognitive computing is used to better understand the
localised facts regarding localised balance of payments (is money
flowing out of the community), asset price inflation, speculation
and societally damaging profiteering

  	the concept of a ward councillor migrates from being a political
animal to being an elected cooperative leader

  	the concept of a mayor migrates from being a political animal to
being an elected cooperative leader at the municipal level

  	the role of politics becomes the formulation of laws and oversight
of cooperative executive structures

  	rich and poor wards are twinned and citizens given the time and
space to review current societal collaboration goals and the success
of such collaboration on the last Friday of every month

  	our underutilised resources, such as our unemployed, are activated
to the maximum extent possible as fast as possible toward the
meeting of our shared safety, sustenance and joy needs, such as for
the creation of European style city infrastructure

  	we migrate as smoothly as possible from a safety and
sustenance-based economy to a joy economy


I believe there are no physical limits or challenges making it
impossible to create the infrastructure that developing countries need.
The only obstacle is our ability to organise ourselves. I have outlined
alternate means of organising ourselves and made clear why the
reorganisation of our societal systems is not an option but an
imperative. Our current societal system is facing systemic meltdown due
to the ever increasing automation of the production of safety and
sustenance. We must work together to enable a Societal Renaissance.


In the next chapter I cover techniques that will help us successfully
implement and improve upon the proposals I have made.





The adaptive society


Now we have created: decentralised and transparent structures for the
creation and allocation of societal credit and the management of the
business cases associated to such credit creation;  feedback structures
consisting of open economy cooperatives and their publicly accessible
financial systems; open and transparent creation of constrained and
unconstrained credit and associated money and transparency on the
regional flow of such money; peer-to-peer value exchange and allocation
platforms; cooperatives and cooperative banks at various societal levels
enabling societal adaptation aimed toward maximising the creation of
sustenance, safety and joy for all citizens.


In essence we have created the framework for enabling a society able to
adapt and continuously improve much more efficiently than possible under
our current societal structures.


But what should we improve using these structures? What does it mean to
continuously improve? What principles and techniques should inform and
be understood by citizens and their elected leaders as they collaborate
toward shared value using the various open and adaptive society
components as described? The principles and techniques are:


	Lean

  	Standard work and non-standard work

  	Waste

  	Empirical and defined process control methods

  	Collaboration at scale


Lean and Continuous Improvement


The culmination of current human ingenuity applied to discovering the
principles and techniques of efficient product development,
manufacturing, construction and service is grouped under the term Lean.


The principles of Lean can and must be applied to our societal
structures for the same reasons they are applied to organisations: in
order to continuously improve success and efficiency. The history and
details of Lean are outside the scope of this book. What we need to know
for the purposes of this book are the Lean principles, which are:



  1. Value



In order to add value to society, we must first define and agree on the
definition of the value which we are trying to add.


What is value? Value essentially consists of all activities which are
perceived by the customer in society, whoever that may be, as directly
contributing to the creation, transformation or delivery of what the
customer considers value. In a societal sense this translates into
safety, sustenance and joy for all.


If that is value, what is waste?


The opposite of value in Lean terms is waste. Waste exists in all facets
of organisational and societal activities. There are various types of
wastes the detail of which are outside the scope of this book. It is
critical for societal leaders at all levels to clearly understand the
underlying economic principles and wastes associated to the two major
types of work and the processes needed to control the two major types of
work that humans can perform, namely standard and non-standard work.
More on this later.



  2. Value stream



Mapping the value streams associated to the various identified forms of
value creation provides the means to identify where value is produced or
waste occurs within all the actions involved in providing goods and
services. Our societal value chains have become incredibly complex.
Coupling this complexity to the opaque nature of our current financial
services industry and closed economy businesses means that it is very
difficult for us to understand full value chain efficiency and
inefficiency. The majority of us are focused on a very small portion of
a long and complex value chain involving the provision of safety,
sustenance and joy to all. This myopic approach to our collaboration and
the management of risk leads to our ridiculous situation where millions
are unemployed whilst we need our European style cities to be
constructed.


The purpose of this book is of course to explain how to create the
societal structures and transparency needed in order to gain better and
broader understanding of our value streams and being able to take the
actions necessary to optimise the effectiveness and efficiency of our
collaboration toward achieving our shared goals together.



  3. Flow



Once value has been clearly defined, the value stream mapped and obvious
wasteful steps removed, the next step is to make the value-creating
steps flow. Traditionally, work elements tend to be grouped into lots or
batches, providing apparent efficiency improvements. This in turn gives
rise to silo’d thinking and also serves to ‘hide’ various other
problems, such as product and service quality issues, lack of
transparency, reliability problems and lack of process flexibility.


Much of how our society currently works is based upon the creation and
execution of enormous batches. We elect government every five years.
This is an enormous batch decision with implications across the entire
country over a period of many years. Our schooling approach is to place
children into large batches of centrally produced recipe-based education
and using infrequent and ineffective tests to determine whether
individuals in these large batches are learning at least something.


Large batches lead to enormous inefficiency. Why do we have such large
batches? Large batches occur when the additional overhead cost
associated to small batches is too high to work efficiently at a smaller
batch size. Let us take government elections and governing as an
example:


	We are a democracy which allows citizens to elect their government

  	We determine policy at a national level and then try to execute this
policy by creating standard recipes which are supposed to be
executed at a provincial, municipal and ward level

  	Creating these central policies and setting up the structures to
roll out, monitor and police these policies is hugely complex and
time consuming. Therefore we cannot change our mind frequently

  	In addition our actual voting process mostly requires a public
holiday bringing the country to a standstill, requiring millions of
ballots to be distributed, physically marked by citizens, counted
etc.

  	Therefore we only vote every 5 years. Voting every 2 years would be
logistically expensive in terms of executing the vote but more
importantly would lead to a paralysed central government at both a
planning and execution level which does not have time to agree and
roll out anything. This is because having central government
policies changed by the public too frequently would make it
impossible to centrally formulate, package and rollout policy
changes at a national to local level.


Technological progress and the proposals in this book can now enable us
to collaborate more efficiently at a local level determining what goods
and services to provide, determining how to finance these via a national
credit clearing platform and providing these goods and services in an
efficient and decentralised manner.



  4. Pull



The 4th Lean principle advocates that products or services should only
be produced when the customer requires them. For many, the concept of
Pulling products through a value stream is counter-intuitive and
conflicts with the traditional and widely applied practice of pushing
these products through their process steps – production orders are
launched and pushed on from each process as the batches are completed,
with little or no regard for what is happening at later (downstream)
processes, and poor alignment with actual demand.


A holistic value chain optimisation approach results from focussing on
flow and pull in combination.


	Flow: we ensure that what must be done at each stage of value
production flows well.

  	Pull: we ensure that value is only produced as needed with minimal
waste.



  5. Perfection



The subtext of this 5th principle is to improve continuously in pursuit
of perfection. It is critically important to understand the significance
of the Lean approach to perfection. It is not about developing elaborate
and expensive solutions which may take months and years to develop and
implement. Rather it reflects the commitment within a Lean organisation
and Lean societal structures to look for improvement opportunities on an
on-going basis by continuously repeating the first 4 principles and
ultimately creating a culture of continuous improvement within the Lean
organisation and Lean societal structures.


How does one continuously improve? It is not achieved by everyone
“working harder so we can get better”. Rather, it is achieved by a
conscious, explicit process of Planning, Doing, Reviewing and
Adapting. This can only be achieved by establishing the culture and
behaviours of continuous improvement at all levels of society.
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Therefore the proposal that every last Friday of a month is used for
societal value chain evaluation, waste identification and adaptation,
assisted by the information provided by a national credit clearing
platform and lending and investment platforms for the transparent
allocation of credit and the management of related societal business
cases.


In order for all of us to jointly and effectively plan, do, review and
adapt as we apply Lean principles at various societal levels, we first
need to understand the various types of work there are, the appropriate
process control methods for such work and applying these methods at
speed and scale.


Standard work and non-standard work


This is best described by comparing the baking of cakes to the invention
of cakes, or stated differently executing recipes versus discovering
successful new recipes. When we have a recipe for let’s say chocolate
cake that has been tried and tested it means we know which ingredients
are required to bake a chocolate cake, the equipment needed, the steps
and actions needed and the sequence in which they must be executed in
order to combine the recipe ingredients using the correct equipment in
the correct fashion so as to end up with a perfect chocolate cake every
time. Thus as long as we use the ingredients stipulated and follow the
steps as detailed in the recipe we know that we will get a perfect
chocolate cake every single time. Our recipe stipulates the use of a
standard baking pan therefore our cake has the usual cylindrical shape
of chocolate cakes the world over. If someone wanted 1 000 of these
cakes we may investigate how to mix larger quantities of ingredients
together, how to source these ingredients more efficiently etc but most
likely we would still end up with a lot of cakes in baking pans in large
ovens so as to end up with the same perfectly shaped chocolate cake
every time.


What if someone, our customer, wanted a blueberry and bubblegum
flavoured cake in the shape of a Smurf village? Oh and they don’t want
just one they want 10,000 of them. Our first challenge would be to
figure out how to mix these ingredients together in the correct steps
and bake a cake of any shape that at least tastes good to the customer.
That is challenge number one which would probably require a number of
experiments to get just right. Now we need to think how are we going to
reliably get a Smurf village shaped cake every time. This will again
require experimentation with the design of the Smurf village, baking
moulds etc. It may take many more experiments until we are able to
reliably bake a blueberry and bubblegum flavoured cake in the shape of a
Smurf village to the satisfaction of our customer. What we would have by
the end of this experimental process is the recipe for a blueberry and
bubblegum Smurf cake.


In the chocolate example there is no need to experiment. One must simply
follow the known recipe exactly. In the blueberry bubblegum Smurf cake
we had no recipe when we started. No such recipe existed. Therefore we
had to undertake many experiments in order to determine if such a thing
was possible and if it was possible to arrive at a reliable recipe which
could produce a perfect blueberry and bubblegum Smurf cake every single
time.


Baking chocolate cakes is an example of standard work. Known recipes and
known solutions which must be applied efficiently at scale. Inventing a
blueberry and bubblegum Smurf cake is non-standard work which involves
efficient experimentation toward the discovery of a blueberry and
bubblegum Smurf village cake recipe that works every single time, or on
the other hand determining quickly that such a thing is simply
impossible.


Think of a smart phone, let’s say the Apple 5S. Apple engineers had to
experiment as quickly and efficiently as possible toward a recipe for
the reliable creation of millions of Apple 5S phones. This is the
invention or non-standard work phase. Once a reliable recipe had been
determined the challenge was to efficiently, reliably and repeatedly
repeat the Apple 5S recipe at scale as millions upon millions of phones
are produced.


Standard work equals efficient selection and repetition of known
solutions.


Non-standard work equals efficient experimentation toward new solutions.


In many industries and instances around the world billions upon billions
are being wasted as we confuse the predictability of standard work with
the unpredictable nature of non-standard work, or stated differently the
unpredictable nature of innovation. Many organisations, governments and
various other societal structures are not even aware that part of what
they do is innovation and not repetition.


The economics of innovation are often counter intuitive due to our
lifelong exposure to the economics of mass production. Applying mass
production economics to innovation leads to dismal failure. Why?


Let’s look at the characteristics of mass production:


	Standard work
    When producing one million automobiles the same parts have to be
created and assembled in the same order a million times over. When
building roads the same techniques are used kilometre after
kilometre to build the road.


    Standard work. The same things done over and over and over.

  

  	Division of labour and specialisation of skills
    It makes sense to divide up the total job and have specialists at
operating certain machinery, inserting certain components etc. As an
action is completed the work item is handed to the next station.

  

  	Simple hand-overs
    Handovers between workstations are simple, repetitive and can be
completed in seconds. No new learning is needed at each handover.

  

  	Economies of scale
    Due to the above factors economies of scale can be applied with
multiple automobiles being assembled simultaneously per production
line and across multiple production lines, or multiple devices being
assembled in parallel etc.


    Placing workers in functional silos makes sense since the nature of
the work changes at a slow pace and handovers between silos and
individuals are of a simple nature.

  


During much of the past 30 years in corporate and government
institutions the same techniques applied to mass production were broadly
applied to innovation. Division of labour and specialisation of skills
can still be applied with great success to innovation. What leads to
failure is that innovation is not about standard work, handovers are not
simple and economies of scale cannot be applied to great effect. It is
about new work every single day and about the communication of complex
information during handovers.


What works?


Organising into cross functional teams within which specialists from
different disciplines work together so as to maximise the speed of
learning and communication and in so doing replacing handovers with
collaboration so as to cope with doing non-standard work together, i.e.
experimenting together at speed and scale toward shared goals.


Economies of scale can still be gained but only partially due to the
complexity of innovative work. More focus must be spent on attaining
knowledge and expertise and using economies of scale in order to
determine, manage and spread knowledge.


There are many additional counter intuitive economic aspects to
innovative efficiency. Some are:


	plan just enough and just in time

  	do not specify in detail more than what is worked on during the next
month

  	defer commitments for as long as possible

  	fail fast rather than infrequently so as to learn and adapt fast

  	do all work in small batches as far as possible

  	use simple planning tools such as walls and paper or computer
dashboards

  	enable everyone to contribute to how a product or process works

  	slack is critical – the larger the product team the more critical it
is to build slack into the system

  	do one thing at a time rather than parallel development leading to
thinly spread resources unable to innovate together


Due to innovative efficiency’s frequent counter intuitive nature we must
be retrained in order to see what is efficient and what is not efficient
when it comes to non-standard work or innovation.


Leaders in society and members of society need to better understand our
available planning and execution options as we provide sustenance,
safety and joy products and services to each other. Consequently there
is a great need for a better and broader societal understanding of how
defined process control methods are used for planning and executing
standard work and empirical process control methods are used for
planning and executing non-standard work. Lastly the underlying economic
principles and wastes associated to standard and non-standard work must
be broadly understood within society. The detail of these principles and
techniques are outside the scope of this book. Within scope is urging
organisations, institutions and especially government to investigate,
internalise and apply these principles and techniques to the greatest
extent possible for the benefit of our society as whole.


Societal continuous improvement and adaptation will become much more
rapid and effective as we apply these principles and techniques of
efficient production, product development and innovation and service
provision at multiple levels of society, using the transparent platforms
for societal credit creation, allocation and resulting value flow
management.


Effective and efficient societal adaptation at speed and scale


The challenge?


Society and organisations are goal driven complex adaptive systems
consisting of many skills, processes, assets, systems, tasks, goals and
techniques where no single person or group can:


	accurately predict the future

  	control all action

  	understand all techniques

  	formulate all goals


How to create a society with the cultural DNA, behaviours, processes and
techniques needed to adapt and continuously improve toward increased
value at all levels of society and within organisations, and in so doing
achieve our goal of providing all with sustenance, safety and joy in the
midst of Constant Revolution? What is required is the ability of an
entire town, city and country to collaborate efficiently toward shared
goals. Don Reinersten in his excellent book “The principles of product
development flow” describes eight principles which are critical to
efficient product development and innovation. A slightly changed set of
these principles is what is required for a town or city to be able to
collaborate efficiently toward shared goals:


	Self-organisation at multiple levels

  	Shared purpose and a clear end state

  	Clear roles and boundaries

  	Decentralization of decision making and accountability

  	Trust

  	Transparency

  	Feedback cycles at multiple levels

  	Adaption and continuous improvement

  	Safety


These are the same kind of principles used by very successful
organisation such as Google, Facebook, Apple, Samsung and other fast
moving and efficiently collaborating organisations. Let us see how these
principles apply at a town and city level.


Self-organisation at multiple levels


Detailed central planning and broad execution of detailed plans is only
efficient when both requirements and their solutions are well known and
understood, slow changing and require the broad application of standard
work. A prime example is the construction of roads. The pace at which
road requirements change is slow, the pace at which road building
technology changes is slow and the nature of the work needed to build a
road changes slowly. Therefore detailed central planning and broad-based
execution of road building makes sense.


In our world of Constant Revolution more and more of the production of
goods and services have fast changing requirements, fast changing
techniques and technologies of production and delivery and minimal
amounts of standard work.


Let us take education as an example. As with other industries being
impacted by Constant Revolution education is being impacted by a
combination of disintermediation, centralisation and decentralisation:


	globalisation, centralisation and modularisation of content
production

  	globalisation, centralisation and modularisation of content
distribution

  	globalisation, centralisation and modularisation of certification

  	decentralisation of curricula - create your own composite
qualification

  	decentralisation of learner support through online and offline
support communities

  	gamification


Currently national governments attempt to centrally create school-based
learning material and curricula and try to monitor and control standard
work focused education execution. Due to the changing nature of
education provision as outlined above this approach will no longer be
efficient nor feasible. Communities and individuals will combine modular
educational certifications into their own personal and community
educational journeys. Governments must change education regulation in
order to enable individuals and communities to self-organise as they
determine and execute on their educational needs.


It is increasingly being realised around the world that planning and
execution at the nation state level is not working well anymore. Direct
city to city collaboration on a global scale is spreading fast. Value
creation is ultimately local, consumption is ultimately local,
technology is supporting the localised production and consumption of an
increasing range of goods and services. The era of the nation state is
waning and the era of interconnected global cities is waxing.


By decentralising credit creation to appropriate levels and
decentralising societal decision making and feedback to appropriate
levels we will enable individuals, communities, towns and cities to
maximally benefit from the self-organised application of technologies
and techniques towards meeting their local safety, sustenance and joy
needs.


Shared purpose and a clear end state


In order to enable decentralised self-organisation the end goal toward
which such self-organisation is occurring must be clear to all
participants. If none of us understand what we are supposed to be
achieving together then we cannot work together in an organised fashion
toward achieving it.


Due to our current societal model being massively slanted toward the
attainment of efficiency we have created massively deconstructed value
chains. We have outsourced the determination and meeting of town and
city level goals to civil servants and politicians. Citizens have very
little time to inform themselves of town and city level goals and
progress and very limited and ineffectual mechanisms of impacting the
determination and achievement of town and city level goals.


By enabling the decentralised creation and allocation of credit,
decentralised cooperative structures for local coordination, electronic
platforms for efficient dissemination and feedback on proposals and
progress, twinning of affluent and poor wards, using the last Friday of
each month for local societal planning, coordination and feedback, open
economy dictates and systems we enable the creation and dissemination of
shared purpose and collaboration toward a clear end state.


Clear roles and boundaries


The true functioning of our current societal model is not very clear to
all. By lifting the veil through the creation of national credit
clearing networks and eventually a global credit clearing network the
manner of and the supporting structures for our collaboration toward
shared goals become clear. This broader understanding combined with
efficient structures for the application of such understanding will lead
to individuals, communities, towns and cities better understanding the
part they play in societal value creation and the boundaries within
which they operate as they play their part.


The primary means of delineating the boundaries of individual,
community, town and city level decision-making is the provision of open
and transparent credit records at each societal level in combination
with an open and transparent view of the flow of value or money
associated to the creation of credit and an open and transparent view of
open economy entities formed for the meeting of societal needs and
goals.


As we move to national credit clearing platforms and eventually a global
credit clearing platform it becomes very clear that credit and the
associated money are the embodiment of societal decision making and
therefore the embodiment of societal decision making boundaries.
Individuals may create credit up to a certain boundary level. Wards may
create credit up to a certain boundary level. Municipalities or cities
may create credit up to a certain boundary level. The boundaries at each
level are impacted by the ability to create the associated value and
retain the positive side of credit created, i.e. money.


The open and transparent cooperatives, cooperative banks and civil
platforms at various societal levels ensure that credit and actions at
each level of society do not unduly negatively influence credit and
actions for others in society at various levels.


Feedback at various levels


By establishing clear roles and boundaries, creating an understanding of
shared purpose and enabling self-organisation within delineated
boundaries toward shared goals we have partially enabled the efficient,
effective and successful decentralisation of societal decision making,
execution and accountability. A missing ingredient which we have alluded
to above is feedback.


In order to be sure that goals are being met and that boundaries are not
being crossed we require frequent and transparent feedback. Such
feedback is provided by open economy dictates and systems, the societal
investment and lending platforms at various levels, peer-based rating
and reviews on societal investment platforms of business cases and
progress of such business cases associated to credit creation and
allocation, peer reviews of open economy entities, cooperative
structures and their feedback mechanisms, Giveback Fridays etc. Every
member of society will have low-cost and effective means of obtaining
feedback on the definition and attainment of societal goals at various
levels.


Multiple communities, towns and cities may be working together in a
decentralised and self organising manner toward achieving shared goals.
Feedback is critical to ensuring the coordination of activities across
these levels.


Decentralization of decision making and accountability


Simply obtaining feedback on the definition and achievement of societal
goals is not good enough. Society must be able to efficiently and
effectively act upon such feedback in order to change the definition of
societal goals and the approach to achieving such societal goals.


A key factor in being able to adapt efficiently to feedback is the
definition of decentralised goals and the decentralisation of
accountability and execution responsibility toward achieving such goals.
The inability to adapt to fast changing local conditions is the primary
reason why the concepts of a nation state and central government are
becoming anachronistic to the realities of the world in which we are
living. Feedback takes too long to reach central governments. It takes
too long to collate feedback with such collation often destroying local
level information thus resulting in feedback ending up as broad-brush
generic information which cannot appropriately inform the formulation of
policy that meets the local needs of communities, towns and cities.
Feedback must be local such that decision-making and adaptation can be
local.


Therefore we must focus on enabling community, town and city based
planning, execution, feedback and adaptation. Decentralised credit
creation and allocation in conjunction with open and transparent
societal cooperative entities and open economy entities will enable
efficient planning, execution, feedback and adaptation at community,
town and city levels.


Minimal constraints


A community, town or city cannot effectively plan and execute toward
achieving its goals if it is unduly constrained by national level
policy. One of our primary societal constraints is the availability of
co-operative oxygen, the availability of money. Central banks and their
large dumb levers are an ineffective way of controlling the rate at
which co-operative oxygen is created and destroyed at the local level.
Banks with their profit motives and fear of losses are an inefficient
mechanism for the creation and destruction of hyper local credit.


By decentralising and democratising the creation of credit and
associated money we will be freeing up citizens from the overbearing
constraint of too little co-operative oxygen. Credit and the money
created at all levels are completely transparent to all and effective
and efficient structures such as societal cooperatives enable the
efficient adaptation to such information, i.e. the relationship between
credit and the flow of money.


We will be able to efficiently and effectively control money supply at a
very granular level. The only way to move to a global currency is by
enabling transparent local credit creation in conjunction with locally
constrained money. Instead of having a global interest-rate we have
regulation that determines the speed at which decentralised credit and
money can be created based upon the ability of local regions to retain
and grow value, i.e. money.


The condition of minimal constraints is also met by planning, execution,
feedback and adaptation occurring at a community, town and city level
for an increasing range of goods and services. A planet of cooperating
and adaptive cities versus slow-moving, ineffective and adversary nation
states.


Adaptation, transparency and trust


Adaptation requires an objective evaluation of factual information and
an objective evaluation of adaptive options based upon the information.
There is very limited transparency in how our world currently operates.
Therefore there is limited objective information. Governments and the
majority of politicians like nothing more than to massage information,
statistics and metrics. Governments like nothing more than classifying
information, especially in developing countries. By creating complete
transparency we will have much less political hot air and much more
factual information which we can all objectively review.


Objectively reviewing adaptive options depends on trusting that there
are no hidden agendas to whatever adaptive action is being proposed.
Creating full transparency is therefore also hugely beneficial to the
objective and factual reviewing of adaptive options.


In order for the review of information and adaptation to occur fast and
efficiently there must be trust in those that are reviewing, proposing
and adopting adaptive actions. Open economy dictates such as full
financial and transactional transparency, maximum income per person in
the open economy and democratic processes within open economy
cooperatives make it possible for others to trust that proposals are
beneficial to broader society as opposed to beneficial to a select few.
Full transparency enables and fosters trust between all members of a
community, town and city.


Thus we see that transparency is a key enabler of trust and that trust
is a key enabler of efficient adaptation. Decentralised and democratised
credit creation and allocation, open economy dictates and systems,
societal cooperative structures, transparent lending and investment
platforms all promote and foster vastly increased levels of transparency
and trust in our society thereby enabling our vastly more efficient
collaboration toward our shared goals of providing each and every one of
us with the safety, sustenance and joy we need.


Continuous improvement


Our world of constant revolution is dynamic. Solutions that work today
may not work tomorrow. Therefore as a society we must be able to
continuously adapt in order to continuously improve our ability to
provide each other with the safety, sustenance and joy that we need. In
order to continuously improve one must reflect upon previous
performance, objectively discuss the reasons for good and bad
performance and agree the adaptations required in order to perform
better next time round.


By creating decentralised and democratised peer-to-peer platforms for
the proposal, evaluation and management of societal value creation we
greatly enable our ability to plan, do, review and adapt at all levels
of society on a continuous basis.


Safety


The final requirement for fast societal adaptation toward the ever more
efficient provision of safety, sustenance and joy to each other is that
everyone must feel safe that such adaptation will not negatively impact
them to the extreme. Safety means a social safety net. A social safety
net ensures that everyone will be provided with the minimum amount of
safety and sustenance for the living of a life of dignity and joy to the
maximum extent possible. Due to the speed at which remaining manual and
repetitive cognitive labour is being automated we have absolutely no
choice but to institute effective social safety nets. As proposed we
also need to equitably split the remaining manual work.


If our societal structures remain as they are today we may soon end up
with all factors of production belonging to 1% of society. Therefore
broad scale redistribution of wealth or perhaps ownership of the factors
of production are required. If the 1% are not happy with this they may
find that the other 99% of the planet become rather hostile toward them.
Societal reform on a broad basis is not an option but an imperative. The
provision of safety in the form of effective social safety nets to all
global citizens is therefore also not an option but an imperative.


The establishment of broad-based social safety nets will enable faster
and more efficient adaptation on a global basis as we work toward the
automation of the provision of safety and sustenance.


The adaptive society


We have seen in this chapter how we can become much more efficient as a
society at continuously adapting toward successfully achieving the goal
of providing each and every one of us with the safety, sustenance and
joy that we need by combining the various societal principles,
techniques and structures discussed in the previous chapter with a
broad-based understanding of the underlying economics and techniques for
the execution of standard and non-standard work at speed and scale.





Addressing our societal challenges


We have covered various principles and techniques for the reform of our
societal structures in the previous two chapters. The goal is to achieve
a Societal Renaissance that will enable us to much more efficiently
adapt towards achieving full automation of the provisioning of safety
and sustenance in conjunction with having a still functioning society
focused on providing us all with a life of the greatest joy possible.


Let us revisit the systemic challenges identified in chapter 4 and see
how the societal reforms proposed will assist us in conquering these
challenges.


Complex adaptive systems, efficiency and resilience


Due to the rapid pace of societal change that will occur, in turn due to
rapid technological progress, we will be unable to cope as a society if
we purely and solely focus on the efficient execution of what currently
works. We must invest in our joint ability to adapt since broad and
rapid societal adaptation will be required over the next 20 years,
starting now.


By moving towards predominantly cooperative structures at a local level
as opposed to predominantly political structures at a national level we
will vastly increase our ability to adapt socially. The twinning of
communities (or wards in South Africa) and their associated co-operative
structures in combination with the last Friday of every month being set
aside for societal discussion of challenges and review of proposals and
progress is an absolutely crucial investment toward our society becoming
more resilient in order to cope with the rapid pace of change that we
will face in the next years.


Impersonal agent level collaboration and human nature


Humans are not simply greedy and self-centred creatures. “Homo
economicus” is a myth, a dangerous and destructive myth which has been
allowed to be perpetuated for far too long. Humans evolved to be
cooperative. Co-operation is inherent to our very nature and inherent to
our attainment of happiness.


The proposed transparent, peer to peer platforms, societal structures
and resulting local coordination and collaboration will enable a much
greater understanding of societal challenges and society’s ability to
meet these challenges via collaborative societal value creation and
adaptation at various levels of granularity.


Money and credit will become a single concept inextricably intertwined
into society. It will be clear that the only truth is collaboration and
that credit and money are simply manifestations of our agreed approaches
and agreed execution of collaboration toward providing the safety,
sustenance and joy that we all need.


As we transparently connect an ever greater proportion of our societal
value creation promises to measurable and specific value creation
undertakings the impersonal nature of money and credit will be replaced
by a broad and personal understanding at all societal levels of our
current collaborative efforts, the intended results of such
collaboration and our success toward achieving such results whilst
managing to locally retain the value associated to our value creation
promises, i.e. our ability to retain and redistribute money in our
communities, towns and cities.


The total negative credit position of a well-functioning society should
over time remain close to zero. We make societal value creation promises
at various levels, leading to an increased negative credit position, but
as we collaboratively create such value and exchange value we
continuously reduce our negative credit position. We will be able to
create and destroy credit and money much more locally and effectively
with credit and money serving their true purpose as mediums of
collaboration and coordination much more effectively and efficiently.


Thus our actions will become less impersonal and our societal structures
will foster and promote our innate collaborative needs and abilities.


Non-transparency and the profit motive


I’m sure that it is abundantly clear to all readers that transparency
regarding our collaboration, collaborative success, credit and money
will be massively increased across all levels of society.


What about the profit motive? There would still be a profit motive.
Cooperative entities compete against each other as they provide goods
and services to society. The big change would be that the majority of
our collaboration occurs within cooperatives as opposed to our current
privately owned firms. Cooperative structures automatically lead to a
broader and more equitable distribution of value in society. In addition
all individuals working within the open economy and within open economy
entities, which can much more easily obtain societal credit, can only
earn income from all sources up to a level of 40 times the minimum
societal wage. Such an income provides a significantly high quality of
life. Currently in South Africa this amount would be around R200 000 per
month, enough to drive a top of the range Mercedes or BMW, enjoy regular
overseas travel and to live in a house with more bedrooms, bathrooms and
living areas than one really needs.


Members of cooperatives democratically agree the distribution of income,
i.e. salaries. It would be unlikely that everyone in an organisation
believes the CEO should be paid more than 1000 times the societal
minimum wage or more than 20 times the lowest wage within the
cooperative. The winner takes all nature of our highly networked
society, where 26 year olds can sell their 3 year old company for a
$Billion, will still cause value distribution challenges. This is
linked to the rapid automation of manual and repetitive cognitive labour
on a global basis. Transparency on the source of all money, i.e. the
societal value promises made, and the resulting flow of positive credit
or money will most likely lead to increased social pressure for the
equitable redistribution of value.


Money merry go round, boom, bust and artificial scarcity


The intertwined nature of credit and money and the role of banks as
societal business case evaluators and managers is not very well
understood in broader society. Money is an illusion. The only truth is
collaboration and the usage of credit and money as our means of
organising our collaboration toward shared value. By making the source
of all credit, i.e. societal value creation promises, transparent to all
and the resulting flow and location of money associated to such societal
value creation promise making, will make the true nature of money and
credit clear to all. This will lead to a much broader and better
understanding of how to make joint societal value creation promises. By
decentralising the creation of credit our broader society will be much
better able to use the tools of credit and money in order to coordinate
our collaboration toward shared value.


Asset bubbles, speculation and inflation


Currently banks control credit and value flow information. Banks compete
by knowing which industries and regions are over or under extended in
terms of credit and the availability of money or in other words the
realisation of societal value creation promises for the region or
industry. Banks are not always very forthcoming and honest about credit,
money and asset bubbles. Ask the citizens of Iceland what their view is
on the transparency of banks, investment banks and asset price
information.


By publicly tracking credit and money creation with respect to
consumption, the creation of new assets and the purchase of existing
assets we will better understand the likelihood of credit leading to
asset price bubbles. In addition the creation of credit is as
decentralised as possible and the flow of money as localised as
possible. This will provide a very granular view of the potential of
asset price inflation. With bankruptcies being absorbed at a societal
grouping level with all credit, money flow and asset prices being
publicly visible it is very likely that the members of societal
groupings will keep a close eye on the risk of asset price bubbles.


In addition the increasing use of locally constrained money will
localise the consequences of asset price bubbles. Lastly the absorption
of bankruptcies as a tax on the relevant societal grouping calculated
based upon the distribution of money in the societal grouping will lead
to a natural rebalancing of credit and money. Speculators will be able
to benefit only so much. In addition it will be completely clear who the
speculators are that benefited most.


Open economy entities and the related dictates will promote a broad
distribution of the money associated to societal value creation
promises. This in turn will limit the likelihood of inflation and limit
the impact of bankruptcies since the money to absorb the bankruptcy
would also be broadly distributed throughout society. The societal time
wasting aspect of asset price bubbles and investment into non-productive
assets will become clearer thus leading over time to a more involved
citizenry using the public platforms and information so as to ensure
efficient and effective collaboration toward shared value.


Ownership and stewardship


By having more of our collaboration occurring via shared ownership
cooperative structures at a predominantly local level we will create the
conditions for joint and responsible societal value creation versus
our current monoculture of corporations focused on societal value
extraction for the benefit of shareholders and executives. Increased
transparency of collaboration and value creation activities will enable
much greater could the peer-to-peer review on whether the societal value
is being created or whether value is being harmfully extracted from
society.


As we increase the proportion of safety and sustenance produced by
automated means we will have to revisit our concepts of ownership and
recalibrate ownership distribution. Would it make sense to have our
global automated safety and sustenance production systems belonging to
just a few of us? Our current concept and definition of what ownership
is will become increasingly challenged in short order.


Therefore we do not have much choice but to broadly distribute ownership
of our global productive capacity as we increasingly automate productive
capacity. Moving to a global credit clearing system and increasingly
collaborating via open structures across our current business and
governmental spheres will smooth our transition to a joy economy.


Central banks and big dumb levers


Having a central bank determine the price of money with national banks
then controlling the pace of money creation and destruction with the
prime directive of protecting their national profit and loss positions
leads to the inefficient management of the creation and destruction of
credit at the local level. Moving away from a national interest rate
determined by a central bank to a situation where the local rate of
credit creation is determined by the local ability to deliver on value
creation promises, will lead to the much more granular and effective
control of collaboration toward the creation of value at the local
level, with the local level being the one that really matters.


Open and transparent platforms connecting the creation of money through
credit as closely as possible to a direct and measurable value creation
activity will lead to much better societal collaboration toward shared
value.


Compound interest


Compound interest must be disallowed. In time as more of the value
creation activities in society are directly linked to a value creation
activity with benefits to those providing the credit the less the
requirement for interest in general will become.


Compound interest impoverishes the middle class and destroys the ability
of the poor to create value. As an increasing proportion of the
production of safety and sustenance is automated the untenable nature of
compound interest will become clear. In addition the source of societal
value creation promises and the resulting flow of money will negatively
impact society’s view of the societal value of compound interest, which
is a good thing in my view.


The only beneficiaries of compound interest are the rich 1% of society.
The time has come for the other 99% of society to stop the inevitable
centralisation of wealth. The majority of money is created through broad
based societal value creation and collaboration promises. Without open
economy dictates and transparent platforms tracking the flow of value
the resulting positive credit, or money, related to such promises tend
to end up in the hands of a few. Should money associated to societal
value creation promises end up in the hands of a few? Temporarily yes
for temporary benefit yes, but in the long-run the positive credit, i.e.
money, must be broadly distributed throughout society.


Trust, fear and freeloaders


By creating increased transparency and establishing an open economy the
fear of exploitation and the potential for exploitation is greatly
reduced leading to increased trust in society and therefore an increased
ability to collaborate toward shared value at speed. The
decentralisation of credit and the use of constrained credit and money
will enable the activation of underutilised resources and people toward
meeting the needs of citizens. The concept of freeloaders will become a
challenging one as an increasing proportion of the factors of production
relating to safety and sustenance are automated. Our focus in terms of
freeloaders must be to share remaining manual labour equitably, focus on
up skilling citizens and lastly in ensuring the primary safety and
sustenance needs of all citizens are met so that they may focus free
time on the creation of societal joy. Such creation of joy may take the
form of producing works of art, by playing games etc. It is worth noting
that the purpose of life is not to work but to enjoy life whilst
ensuring that safety and sustenance are ensured for all. Let me say that
again. It is worth noting that the purpose of life is not to work but to
enjoy life whilst ensuring that safety and sustenance are ensured for
all.


Risk


By providing broad platforms for the pooling of credit creation
capability we can move to a greater portion of societal activity being
funded by equity type investments as opposed to interest based
investments. Due to our current organisational transaction costs
associated to investment the only way to collaborate at scale is via
arm’s-length interest based investment agreements via 3rd parties. This
leads to the risk of the venture being tied up to the person or persons
embarking upon the venture. As a greater proportion of value creation is
equitably funded through broad based credit ceding to ventures by
individuals we will be able to move much faster as a society toward
meeting our shared value creation needs. Kickstarter is an early example
of our financial services industry evolving toward a credit clearing,
equity funding based investment future, or stated more clearly,
collaboration future.


By employing constrained money the risk associated to speedy local
collaboration will also be constrained to the local level. This will
enable communities, towns and cities to collaborate toward their
specific value creation needs at a greater pace.


Finally risk will be reviewed and managed on a very broad basis in
society since bankruptcies are absorbed at a societal grouping level and
value creation promises and the resulting flow of money are visible on
open and transparent platforms, enabling societal groupings to reduce
the risk of bankruptcies.


As we move to a single global currency unit and a transparent global
credit clearing network we will be in a situation where we have
community credit and associated constrained money to city credit and
associated constrained money to national credit and associated
constrained money and global credit and fully unconstrained money.
Global co-operation occurs via fully unconstrained money. The more we
invest via broad based equity based funding, whether it be via
pre-purchases such as Kickstarter or via other equity based models, from
a local to a global level, the more effectively we will be able to
spread risk and enable feedback at appropriate levels and move fast
toward providing our safety, sustenance and joy needs from a local to
global level.


Wealth centralisation, taxation and wealth distribution


This is our world’s greatest challenge. If we do not change our current
societal systems it seems quite likely that wealth centralisation will
continue unabated as we fully automate the production of safety and
sustenance until such time as the top 1% of society in terms of wealth
control 50% and above of all wealth and productive capability.


This trend may be reversed as a natural consequence of events, but this
is not sure at all. It may be that future automated production systems,
3D printing and its derivatives etc. lead to a broad swathe of
production capability becoming trivial. Production machinery would then
be sold to communities across the globe and the focus would be on local
sourcing of raw materials to feed the production machines so as to
produce safety and sustenance goods and services for local consumption.


A truth that remains is that relatively few humans will be needed to
produce the safety and sustenance that all humans need. Remaining manual
labour is hopefully equitably shared. At such time our concepts of no
work then no pay and no home and no food and no joy breaks down. Will
the machines and raw material rights belong to a few and the rest of
humanity beg for safety and sustenance? Somehow I doubt it.


Wealth distribution as a concept in itself will become challenged. What
does wealth distribution mean when the majority of safety and sustenance
production has been automated? Governments, the financial services
industry and cities and towns must start preparing for this now. Any
longer term finance project spanning across 15+ years must consider
these likely scenarios.


GDP, metrics and information


By understanding the distribution of credit and money throughout society
at a granular level and having an increasing amount of credit creation
and allocation directly associated to specific value creation activities
we will have a much more complete and granular understanding of our
ability to collaborate from a local to global level in order to ensure
we all have the sustenance, safety and joy we need.


Big data and cognitive computing systems such as Watson applied to the
open and transparent credit clearing and investment platforms will
enable the visualisation of our value chains from a granular to global
level.


We would be able to determine much quicker if there are communities,
towns and cities which are struggling to meet their value creation
promises. Just as occurs with the WIR in Switzerland collaboration may
be fuelled by increased local credit based collaboration when
unconstrained credit is in trouble due to the associated unconstrained
money having moved on, with unconstrained credit increasing again as
unconstrained credit health is restored. Peer to peer review in
conjunction with open platforms, societal grouping collaboration via
cooperative structures and last Friday of the month societal reviews
will lead to much more rapid and effective adaptation based on granular
and transparent information and feedback.


In short, all levels of society would have vastly more relevant and peer
reviewed information regarding our joint cooperative successes and
failures, followed by transparent processes to review and adapt.


Cities, nation states and politics


As organisational transaction costs are reduced and productive capacity
automated on a continuing basis we will see local collaboration trumping
national collaboration. Cities will become the centres of power and
coalitions of mega cities the bodies through which global agreements are
made. The structures that better suit fast adaptation and continuous
improvement at all levels of society but starting from the local are
cooperatives. Dealings are transparent. Leaders are elected at various
levels and can be recalled at various levels without having to wait 4 or
5 years. Cooperative structures would better enable our local
collaboration toward shared goals and the promotion of meritocracy based
leader selection and replacement.


The issues which are debated are local projects, systems and structures
and not national parties and national policies. The policies will be of
an increasingly local nature. Life is local, therefore collaboration
must be based upon local structures that can make use of the increased
societal agility enabled by:


	reduced organisational transaction costs via decentralised credit
creation and allocation

  	investment platforms at various levels

  	transparent open economy entities

  	locally constrained credit and money to globally unconstrained
credit and money


The political, elective and societal executive structures of today will
increasingly be replaced by meritocratic local cooperative structures.


South Africa’s challenges


Will the proposals in this book assist us South Africans in alleviating
and resolving our greatest challenges?



  Unemployment and sustenance



By employing decentralised creation, allocation and destruction of
constrained and unconstrained credit at various levels we can address
our unemployment challenges by taking the following steps:


	undertake construction of our needed infrastructure at pace financed
by a suitable combination of constrained and unconstrained money and
executed via open economy entities

  	fully develop our mass production agricultural and agri-processing
industry again financed by a suitable mixture of constrained and
unconstrained money and executed via open economy entities to the
greatest extent possible

  	urban agriculture financed by locally constrained money and executed
via open economy entities

  	promote the local final assembly of high volume low value goods with
low value high volume components manufactured locally to the
greatest extent possible

  	after exhausting the above employment opportunities focus on
equitable sharing of remaining manual work again paying salaries in
a suitable mixture of constrained and unconstrained money


Our ability to activate our societal underutilised resources in order to
satisfy our unmet societal needs must not be limited by our ability to
create the cooperative oxygen we need, i.e. the credit and money we
need, to facilitate our collaboration toward shared goals. By employing:


	constrained and unconstrained money

  	open economy entities

  	tracking and reporting on credit for consumption, asset creation and
purchase of existing assets


we can overcome the significant barriers we face in beating the scourge
of unemployment within our current societal system, namely: managing our
balance of payments, controlling inflation and avoiding asset price
bubbles.


As we increasingly automate the production of safety and sustenance we
will have to redefine what we understand as employment, whether it is
needed, and redefine what we understand as the redistribution of wealth.


Our societal focus will move to enabling the attainment of joy as
opposed to the production of safety and sustenance.



  Safety



After we exhaust our employment creation options above we may still have
citizens which cannot be effectively employed within our current
understanding of work due to the increasing automation of the production
of safety and sustenance. We have no choice but to create a social
safety net, predominantly in locally constrained money, enabling the
obtainment of locally produced safety and sustenance goods and services.
This will smooth our ability to cope with the societal changes that lie
ahead.



  Social cohesion



We will improve our social cohesion by twinning rich and poor wards;
co-operating between societal groupings via the societal grouping
cooperative structures at a ward and town/city level; instituting
societal co-operation and information sharing on the last Friday of each
month; by creating full transparency and thus enabling a greater focus
on facts and challenges as opposed to massaged information and hot air.



  Education, corruption etc.



Technology is drastically reducing organisational transaction costs
thereby enabling efficient production of an increasing range of goods
and services at a local level. Our society must be able to benefit from
these structural changes at the greatest speed possible. By
strengthening local cooperative structures via decentralised credit
creation and allocation platforms, open economy entities, a social
safety net, cooperative vs. political entities etc. we will be able to
greatly speed the reinvention of our education and other industries.


What about corruption? With full transparency, limited open economy
earnings (which includes politicians as we understand their current
role), democratic cooperative structures at a ward, municipal or
town/city based level, we will make corruption very difficult to
achieve.





Conclusion


A lot has been covered in this book. Yes, there are details to be
determined at all levels. Yes, there will be many challenges to overcome
as we work to implement the proposed societal changes. However, we will
overcome these challenges, we will figure out the detail. The rapid pace
of technological progress will not be slowed. Instead it will increase
dramatically. We have no choice but to revisit our societal structures.


We can provide the residents of Diepsloot and many other informal
settlements, shanty towns and slums across the developing world with a
life of dignity and joy. We in South Africa and the rest of the
developing world can create the infrastructure we need at speed and
scale. We can defeat the scourge of corruption. We can provide each of
us with the safety and sustenance we need and enable a life of the
greatest joy possible.


Join me in spreading the ideas, concepts and proposed solutions in this
book as far and wide as possible across the globe. We must inform our
political leaders, business leaders and citizens of our options so as to
progress at speed to a new and better societal structure.


We must embark today on our shared journey toward a Societal
Renaissance.





Join the Conversation!


\


Our world requires a Societal Renaissance. A book will not achieve much
by itself. This book is simply a statement about where we must be
heading to. Getting there will take many years of effort by thousands of
us.


If you also believe that a Societal Renaissance is needed, or merely
wish to stay abreast of latest developments, please join the
conversation at:


Website
www.societalrenaissance.com


Facebook
http://www.facebook.com/societalrenaissance


LinkedIn
SocietalRenaissance


Twitter
https://twitter.com/SocietalRSA
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