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First Vez-sion 

TRADE CYCLES 

character-

eliminate 

theee fluctuations by controlling the interest rate, a m€~hod of control 
~~ 

which hae ita Jlimitation in the fact that the interest rate can ot be made 
~ 

araller than zero. While( a market ecouomy ,G nder the conventional monetary 

ayste~ i.e obviously instable, it is not easy to 
,.. 

factors hich enter ~.nto the cause.tion of booms and dopression 

Wo arrive at it through 
-,lt.,,1fl' 

the thought that money in the conventional system fulfill~two different 

functionB. It is used for purcheeing goods from current production and 

it is used to setablieh a claim on future production. As long es the eamo 

currency is used for both of these functions the market economy under 

laieeez faire euffera not !rom being too free but from not being free 

enough~ Another degree of freedom is introduced if two differ5nt curr~nciee 

serv\3 these t o different functions and if the u.xchan0 rata bet\/· \.On the 

two currencie3 is permitted to remain free -- that is, i it i8 determined 

by the market o 



Thes e two c·1rrenci es ·we ehall simply call, red dollars e.nd green 

dollars. r~ed dollars are -~t iasaea ift the form gf b~Q~ but are kept 

~ ~~ .~----- ----~------'-~~~~~ e-~ Any person "ho has . a certain amount of savings in red c.bllare 

credit in the bank is entitled to a loan in green dollars of an 

mount equal to but no more than the nominal value of his red dollar 

hldi~ 
All wages and ealaries are paid in green dollars and a 

rise in ealaries which corresponds to the gradual crease in the standard 

of living that can be axpected to accompany tech logical progress under 

conditions of full-employment)o This assumptio may be verified later 

after the system is fully described. 

Let us now d a cribe this monetary stem as it would function 

under stationary conditione - that is, after it had been established fori 

a ·while eo that we may neglect factors which may play a role merely during 
.-:• , $ I <Zt, 

a transitional period. We aeewne that the / systelll has bean adjusted in 

euch a manner that w0 have full-employment and it may then be verified 

that this condition ~ maintained. -
~~-~ct.,.,~~ ~ 

Th tal amount of red dollars on deposit s:a ' 'dhli thst• 
~~.,ca-..£ 

~~tel .,-~:9=;: ~=ea~~~1 w e totaJ.amo. nt of ~~a.,.hall · + '· 

~ ~,~-- 0524~k J( ~~·,.....4'1'*•-C.. ~~ft-,fl;~~tciiitf"l......e~d±'t:l':':t!m-~'-ft:r.H:~III&.1~raeat~r _ e "~lara may be ~-t' ~ 
ff ~ 

borrowed from the bank at the prevalent interest rate against various ~~ • 

kinds of securities which serve as collateral g as well as against red 
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dollar ho dings. De~~sitors of red ollar s are entit lod to i nterest paid 

in accordance with the prevailing interest rate on the nominal value of 

their red dollar deposit (s lightly l ess than the interes~~d by the 

banks on loaostk 1 ~ ~ ~ 2z:::v--~~ 
The green dollars obtained on loan (against red dol ar holdings 

or other securities) wlll be kept on checking accounts on which no interest 

is paidoz total amount or· these demand accounts is then at all times 

equal to the total amount of loans which ~H' are dis-

regarding here, in order to simplify matters, the fact that a certain 

amount of banlmote~ may actually be used in daily transactions and deal 

with tho syst em as if all payments dollars were made by checks 

drawn on demand accounts. 

aB~ume that wages are paid each month at the first of 

every account. 

the month a graen 

the cr edit his red 

are held by 

fiuct uatione. 

of loans taken up falls 

disburse 



corresponds to 

the money requirements of the economy at the standard price level and under 

conditione of full-employment). 

But what happens, if for some reason or other, in enticipation 

of a tall, in the general price l evel of consumers goods9 (in green dollars) 

~ dealers should be induced to hold back with purchases and if they <gil on 

selling from otock without replenishing their stock. If dealers take in 

more green money than they disburse they may begin to have more money on 

~~ the individual ~ ............... nts than con-esponds to t~dual loans 

which have been granted to them and in that case the ~ will begin to 

purchase on their behalf red dollars. Alter~tively they may begin to reP,aY 
lpA-J{~~~/vt.v~ ~~~~--e""''-••·...-'1'- ~ 

loans in w ich c~se th~,9;~ ~twill be immediately ~ehy · '-'' 
I. }.-itt t ~ fv..~ ~ ~ · ~ ~~ --~ k·~~·~ /P-P,/~· -~ 
'l ntral /!Jank ~t.. purchase red dollars on the open mark~. ·~~ 

~~'""-"1--~*-~lv..~ ~ 
u e • The consequence or~ expectation of 

dollars, will .....----

fall in the prices or co~sawers goode •. as expressed in green . 
therefore lead to a ~rise in the prtce of red dollarso 

~et us assume now that a fraction of the population which is responsible 

- - ........... - J 
tor a substantial part of the total consumption of the canmunity has 



~ 
&ppraciable holdings A ~~n rise in the price of red 

dollars will mean that the savings of ~ people have eaHeiaeiab~ 

increased in purchasing p<rner and W1der these circumstan~es ~ 
decide to dispose of part o! their red dollar holdings and b1J3 goods which 

in terlliS of red dollars now appear ·exceedingly cheap and which they may 

not have been able to afford to buy prior to this r ise in the value of 

• their deposite. Others who wish to speculate, may in the same circumstances 

prefer to borrow green dollars on their red dollar deposit and then purchase 

coneumers goods with these borrowed dollars on the assumption tpat the ~ 
~~~IL

price o! red dollar• wlll increaoe otill furthe~ o~eiv~ 

1 ~t}1r'l1if11fl>e c ~~ d l£o/J 

avV aU o'f! iV,. The e .mechanisms nill tend 

to stabilize the situation inasmuch as vent any decrease in the 

general price level of consumer~ goods 

dealers can continue their normal transa ions and make a profit even though 

temporarily the price level may mani a slightly falling tendency and the 

profit margin may thereby be sli 

~ a peculiarity of monetary system that the central bank 

can go on utilizing unused loans the purchase of rod dollars ~ 

bute theee red dollare free by means f a national lottery among the popula-

tion without creating an inflationary The di!ference ~etween 

this monetary s~tem, which is based o two currencies, and the ordinary 

monetary s~tem, i~ which we have only e currency, can be best illustrated 

by considering what would happen in the I tter if the central bank kept pn 

distributing money among the population wh ever it wishes to combat a 

detlationary situation. un this would clearly lead to 



a steady increase in deposits, as long as the population did not change its 

behavior pattern, i.e., if, year after year, the population would continue 

to make excessive ~avings and the central bank would continue to distribute 

among the population the 11 unused11 excess amount, nothing ~mtowe.rd would 

happen. But the ei tuation 'WOuld be an unstable one and could be upset in 

either of two waye. Consumers, anticipating rising prices, might suddenly 

begin to make excessive purchases of consumers 1 goodso This kind of action 

in itself might lead to an enoroous rise of prices and inflation, although 

:1 t is not a very likely course of events . More likely would be a tendency 

of the depositors to shift from bank deposit to other types of invest.m.ento 

This would lead to excessive activities in the production of capital goods, 

draw off labor from the production of conBumere 1 goode, produce a scarcity 

of the latter, and an inflation (which could not neceesar~ be checked by 

raising t he i nterest rate) would followo 

In our t wo currency syst em no gr een money inflation can occur 4 

Any 

attempt on t he part of the publi c to overconsume by selling r ed dollars 

from their deposit would merely lead to a fall in the rod dollar price with-
~ 

out appreciably increasing the\1p;ic'es of consumere ' goods and therefore 

without making any wage adjustments necessary. 

touched 

We h~ve now to discuss one more point which has so far not been 

• 
In an expanding economy , whether the expansion is rue to the 

,
:::::::::: ::::::::::c:: ;:,:::.::~:·:: ::t:h:.::::::r:h::e

1

:~~ 
. l""' ~"-- '-- ""h .. .-. ~ I . 

increase in t he money ci!:,gulation eh±eh !!PF86f3Q~~t stabl e pri~ to !ull-

employment~tain amount of red money ~hould therefore be sold on t he 

~~\ 
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open market during th~ course of every year by the central bank and the 

amoWlt of its nominal value is determined ~ _the requir~d incl ase in the 

~~ _./ circulation of · green money. Th proceeds from thase sales have to be re-

t urned to the econo~ by the central bank and this can be achieved either 
,~ft.,~ 

by reducing taxes, or by distributing the proceeds free ·ey meaa e of """ ~ _, ~ 

national lottery, the prices of which e at a few thousand dollars FV' ~ 

com~aatisA of both methods, ~~~ 
In the conventional monetary system there is no mechanism to 

insure that the amount that people ~o save should not exceed tho amount 

that can be usefully invested. In the syl!ltem proposed here this is 
. ~ 

automatically assured. If t oo .m.aey people try to eave (largo amunta they 

wi ll have to pay a high price f or the red dollars which they purchaee o 

Thereby they will induce others to consume more and help to bring up the 

total consumption to its predest ined level. Paying a high price for red 
~ 

dolla rs l~we-.fep. does not mean {that those who purchase those red dollare · 

~ i ncur a loss. Again , if the community per~Sists in i ts "savings" 

habits , nothing untoward will happen , b~ the 

will steadily increase in the course of the years 

or another, a large number or people suddenly decide that they want to 

increase their consumption rather t.han to ":save11 t he price of red dollars 

will fall on the market , thereby discouraging an increase in the consumption 

on the part of those who \~ant to consume at the cost of their savi ngs o 

Cl early , no monetary system can make it poss i ble f or an econo~ 

~o 11 coMwne 11 the "savings" of maey years ~ one s i ngle year . But while in 

our system a ttempts to do so would deprec iate the red dollar holdings of 

the savers , this would not lead t o a too pronounced ris e in prices of 



con~umers' goods and ould therefore 1 ave the relati o s of wa es and prices 

stable. No new wa ge demands would therefore arise as a result of such 

aberrations . 

11 run" on the 

is may be canpared with the conventional system where a 

will either lead to baM..rU)tcy cr if the demand of the 

deposit ors is satr fied and 1f they use the money for pur~hases of consumers~ 

goods, it. will lead t o a rise in prices v1hich in turn would lead t o a demand 

for a ris~ in wages . 

If green dollars are a lso issued in the for m of bank notes, as / 

fo r sake of convenience they ought to be, there ie theoretically the poeoi

bil ity of hoarding b nk notes. In a smoothly f unctioning e conomy t here 

woul d be not much incentive for such hoarding. But in order t o stop any 

such tendenc~· it mizht be required by l aw that bank notes in excess of , 

say , $100 per person, be deposi t ed on a bank account before the 31st of each 

month. If one wishes one could even go a step further and r e.100ve all l egal 

protecti on f r om any "illegal" hoards of banknot es. Finally , there should 

be insis tence on having a fool- proof system, one ~ight ljAdt the validity 

of individual banknotes to one calendar month ( o;- maybe one calendar year) o 

Then of course we could be quite :3ure that all banknotes would be paid in 

on a bank account before t he Jlst ·of each month , the day of 11 accounting. 11 

It is very unlikely though that s uch a drastic measure would be required in 

the absence of any overwhelming incentives for such hoarding. 

GENERAL ImlARKS 'PO 'rflli TriO CURru:NCY SISTEK 

A market econo~ in a capitalistic setti ng will bes t function if 

there ia an incentive to investment by expecta tion of profit and if it is 

profitable to invest then we may e.xpect that those who wish to borrow ar:mey 

for production purposes will be prepared to pay interest at a certain appreciable 



rat a. I n the sys t em pr oposed i n t.his paper there is an equi table alloca-

tion of loans by means of allowing the interest rate to be determined by t he 

mrket with t h e total volume of ava ilable loans be ing fixed b, the nominal 

value of th e total amount of red dollars in the system.. If too many want to 

borrow too much, those willing to pay the higher interest r ate lfill have 

preference, as i t ~hould be. 

, t:~i-e A-man who acqui res grsen money, either by earning i t or by 

selling some of his assets , acquires the right to consume from current pro

duct:lon. a¥4-'man v.ants to 11 aave" ~ can either buy goods and store thorn 

or acquire a share in an enterprise, for instance by b~ing stocks , or be 

might acquir e by b1.11ing red dollars t he r ight to lend money to other s at 

the current interest r a t e. The equitable allocation of the right to l end 

money t o other.s ia accomplished by permitting the price of red dol lars t o 

be determined by t i1e market . 

'lhe only ftmction of t he Gover ment in this sys t em corusiats i n 

dete rmining the rate at which additiona l amounts of red dollars are issued. 

Clearly, how Jllllch should be invested in toto in ac cordance with desirable 

and pos sible expansi on of th~ economy is a deci3ion which the community 

nust make in the light of t he increase of population and the advances ot 

technology which make a rise in the standard of l iving possible. There 

is no reason why the Goverrment should enter the economic picture in any 

other way, or why the budget of the Government should not be balanced at 

a7 t~e. Only inf.lernuc~ a!! ~he Govsrrment may embark on commercial or in

d"lStrial enterpr ie es, would the Government, like aey other entrepren,ur be 

j~stified in borr owing money at tho prevailing rate s o 
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The market economy under the present moneter,y aystem is charact~r

ized by alt~rnating booJils and depreeaions. It is not possible to eliminate 

these fluctuations by contrvlling the interest rate, a mothod of control 

which has its imitation in the fact that the intere~t rate cannot be made 

smaller than zero. While a market economy, under the conventional monetary 

system, is obviously in3table, it is not easy to disentangle all of the 

f actors which enter into the cau~at~on of booms and depresaione. However, 

3uch an enalysie of the market econo~ is not necessary in order to see 

that under a slightly different monetary system . i t is possible to have a 

s table market economy which would be f ree from the oscillations which make 

up t he trade cyclea. 

We shall attempt t o descri be such a monetar,y system which l eads 

to a stable mar ket econo~ in the present paper. We arrive at i t t hrough 

the thought t hat money in t he conventional system fulfills ho different 

functions. I t is used for purchadn g goods trom current production and 

it is used to eetablieh a claim on future production. Ae long; ae t he same 

currency is used for both of thes e functions the market e conomy under 

laissez faire suf fers not from being too fre e but from not being free 

enougho Another degree of f reedom i s introduced if t wo di f f e rent currencies 

serve these two di ffe r ent funct ions and if the exchange rate betwe en the 

two currencies i s permitted to r emain free - that is 11 it it ie determined 

by the market o 



'Ihese two currencies e :!lhall simply call, red dollarB and green 

dollars. Red dollars are not issued in t l e form of bank notes but are kept 

in the bank. Any person who has a certain amount of savings in red cbllars 

to his credit in tho bank is entitled to a loan in green dollars of an 

amount equal to but no more than the nominal value of his red dollar 

holdingao 

All wagea and salaries are paid in green dollars and all purchases 

of goods take place in green dollars. 

In order to get the proper perspective, it is suggested to assume 

the following for the sake of argument, that salaries and prices of cor~umors 

goods are rather constant in terms of green dollars (except for the slow 

rise in salaries YJhich corresponds to the gradual increase in the standard 

of living that cen be expected to accompany technological progress under 

conditions of full-employment)o This assumption may be vorified later 

after the sy3tem is fully described. 

Let us now deecribe this monetary system as it would function 

under stationary conditions'- that is, after it had been eBtabliMed for 

a while so that we may neglect factors which may play a ral.e merely during 

a transitional periodo We aaewne that the system has been adjusted in 

such a manner that we have full-employment ani it may then be verified 

that this condition lfi.ll be maintained. 

The total amount of red dollars on deposit is eo chosen that 

its nominal valu~ should correspond to the t~tal amount of money required 

under a stationary condition of full-employment. Green dollars may be 
' 

borrowed from the bank at the prevalent interest rate against various 

kinds of securities which serve ae collateral , as well as against red 



dollar holdings . Depositor s of r ed dollars are ent:tl~d to int erest paid 

in accordance with t he pr evailing i nter est rate on t he nominal value of 

their red dollar deposit (slightl y less than the interest char~d by the 

banks on l oans) o 

The green dollars obtained on loan (against red dollar hol dings 

or other securities) will be kept on checking accounts on which no interest 

is paid. '!he total amount of these demand accoi.Ults is t hen at all times 

equal to the total amount of loans vdlich have been taken up. Ire are dis

regarding here, in order t o e~plify matters , the fact that a certain 

amount of banknote~ may actua~ be used in daily transactions and deal 

with t he syst em as i f all payments in green dollars wer e made by checks 

drawn on demand accounts. 

Let us ao3ume that wages are paid each month at ~he f i rst of 

t he month and t hat on the .31st of t he m nth t he bank draws a balance or 

every account . Whenever a person ' s checking account shows on the .31st or 

the month a green doll ar dGposit in excess to his indebtedness to the bank , 

the bank , acting on his behalf , will buy red dollars for t he excess on 

the open market and credit his red dollar holdings with t he proceeds ot 

th i s transaction. 

Under conditions of full- employment, the total amount of loans 

taken up will con-espond to t he total nominal amount of red dollars which 

are held by depositors. Allowances must or course be made for seasonal 

fluct uations. Apart f r om such fluctuations howeve~ , whenever the amount 

of loans t aken up falls below its 11 standard11 value , t he central bank will 

dieburee the unutillzed excess am:>unt by purchasing red dollars on the 

open market ~ The red dollars thus acquired will be currently distributed 



among the pop1.1la t ion f~e for i nBtance by means o! a nat ional lottery • 

t he 11 p rizel511 of which may have a market value of perhaps a f ew thoueand 

dollars , a piece . 

Having thus described the spielregel en of the system, we may now 

ask how a market economy utilizing this system would react under vari oQa 

conditions. It is clear that no green dollar infla t ion can occur in the 

syst~m s ince it is always possible, by sufficient ly ra i sing tho interest 

rate t o keep the total amount of the loans to lees than t he nominal value 

of the total amount of the red dollar holdings (which just corresponds to 

t he money requirements of the economy at the s tandar d price level and under 

conditions of f ull-employment) . 

But what happens, it for s ome reason or other , in antici pation 

of a fall, in t he goneral price l evel of consumers goodst(in green dollars) 

dealers should be tnduced t o hold back with purchases and if they go _on 

selling from stock wit hout repl enishing their stock. I f dea lers take in 

more green moriey than they disburse they may begin to have 100re money on 

the individual demand accounts than con-esponds to the individual loane 

which have been granted to them and in that case the banks will begin to 

purchase on their behalf red dollars. Alternatively they may begin to repay 

loans in which case the unloaned excess amount will be immediately used by 

the central bank to purchase red dollars on the open market , which it will 

distribute among the population. The consequence of any expectation of 

even a slight f a ll in the prices of conswners goode , aa exproseed in green 

dollars, will therefore lead to a rapid rise in the prt ce of red dollara o 

Let us aae~e now that a fraction of the population which is responsible 

for a aubetantial part of the total conawaption of the ccmmunity hae 



appreciable holdings of red dolla e. A sharp riBe in the price of red 

dollars will mean that the savings of these people have considerably 

increased in purchasing po~er and under these circumstances many will 

decide to dispose of part or their red dQllar holdings and buy goods which 

in terms of red dollars now appear exceedingly cheap and which they may 

not have been able to afford to buy prior to this rise in the value of 

their deposits. Others who wish to speculate, may 1n the same circWDStances 

prefer to borrow green dollars on their r ed dollar deposit and then purchase 

consumera goods with these borrowed dollars on the assumption that the 

price ot red dollars will increase still further. Still others receiving 

rod dollars through the national lottery will be inclined to spend part of 

these windfalls rather than to save all of it. T'nese ~echanisms will tend 

to etabilizo the situation inasmuch as ~y prevent SO¥ decrease in t he 

general pr ice level of consll.l!ler s' goods from b ecoming t oo steep so that 

dealers can conti nue t heir normal transactions and make a profit even though 

temporarily the price level ~· manifest a slightly f alling tendency and the 

profit margin may thereby be sli ght ly reduced. 

It is a peculiari t y of this monetary sys tem that the central bank 

can go on ut ilizing unused loans tor the purchase of red dollars and distri-

bute theee r ed dollars free by means of a national lotter y among t he popula-

tion without cr eating an i nflationary situation. The difference ':>etween 

this monetary system, which is based on two currenci es , and the ordinary 

monetary sys t em , in which we have only one currency, can b~ best illustrated 

by considering wh&t would happen in the latter if the central bank kept on 

distributing money among the population whenever it wishes to combat a 

deflationary situation. Though in t he long run this would cle~rly l~ad ~o 



a steady increase in deposita, as long as the po?ulation did not. change ite 

behavior pattern, i.e. , if, year after year, the population wotlld continue 

to make excessive savings and the central bank would continue to distribute 

among the population the 11 unused11 excess 8.1DOunt, nothing untoward would 

happen. But the situation vtOuld be an unstable one and could be upset in 

either of two way-so Coneumere, anticipating rising prices, might suddenly 

begin to make exceBsive plJ.I'chasee of consumers' goods. 'Ibis kind of action 

in i tself might lead to an enormous rise of prices and inflation, although 

:1 t is not a very likely course of events. Jl.ore like!¥ would be a tendency 

of the depositors to shift from bank deposit to other types of i nveetmento 

This woul1 lead to excessive activities in the prod~ction of capital goods, 

draw off labor from the production of consumers t good3, produce a scarcity 

of the latt6r, and an inflation (which could not necessarily be checked by 

raising the interest rate) would followo 

In our two currency system no green money inflation can occur 

eince tho amount of the loans can be controlled by the interest rate., Any 

attempt on the part of the public to overconsume by selling red dollars 

from their deposit would mere~ lead to a fall in the red dollar price with-

out appreciably increasing the prices of coneumere ' goods and therefore 

without maldng any wage adjustments necessary. 

We have now to diecuee one more point which hae s o far not been 

touched upon. In an expanding economy, whether t.he expansion ie due to the 

increase in population or to the increase in the standard of l~ving made 

possible b,y ~chnological progres~, or to both factors , there is a etea~y 
I 

increase in the money circulation which ~orresponds at stable prices to !ull

em.ployment. A certain amount of red money should therefore be sold on the 
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opon market during tho course of every year by the central bank and tho 

amount of its nominal value is de .. ermined by th~ x·equired increase in the 

circulation of green money. The proceeds from these salea heve to be re-

turned to the economy by the central bank and this can be achieved either 

b,y reducing taxes, or by distributing the proceeds free by means of a 

national lottery, the prices of which may be set at a fe~~ thousand dollars 

a piece, or if desired, by a combination of both methods. 

In the conventional monetary system there is no mechanism to 

insure that the amount that people try to save should not excoed the amount 

that can be usefully invested. In the system proposed here thia is 

atltomatically assured. If too many people try to save hrge aoounts they 

will have to pay a high price for the red dollars which they purcha~o 

Thereby they ~ill induce others to consume more and help to bring up the 

total consumption to ite predestined level. Paying a high price for red 

dollars however does not mean that those who purchase tho8o red dollars 

necesearlly incur a loss. Again, if the community persists in its 11 savinge 11 

habits , nothing untoward will happen, but rather the price of red dollars 

will steadily increase in the course of the years. But if for one reason 

or another, a large number of people suddenly decide that they want to 

increase their consumption rather ·than to 11 save11 t he price of red dollars 

will fall on the market, thereby discouraging an increase in the consumption 

on the part of those who want. to consume at the cost of their savings ., 

Clearly, no monetary system. can make it possible for an economy 

t-o "comwne 11 the 11 1!Savi.ngs 11 of maey years in one single year. But wh~le in 

our system attempts to do so would depreciate the red dollar holdings of 

'f-- the oavers ,. this would not lead to a too pronounced rise ~~ ~ 



stable. No new wege demands would 

nd would therefore lCJa•e the relations of w,ges and prices 
~ ,. arise as a result of' such 

aberrations. This may be ccmpared with the conventional system where a 

nrun11 on the bank will either lead to ban.l(ruptcy cr if the demand of the 

deposit ors is satisfied and if they use the money for purchases of consumers' 

goods, it will lead to a rise in prices which in turn would lead to a de.mand 

f or a rise in wages. 

If green dollars are also issued in the form of bank notes, as 

for eake of convenJence t hey ought to bet there is theoretically the poasi-

bility of hoard:ing bank noteB. In a smoothly functioning economy there 

would be not much incentive for such hoarding. But in order to stop any 
t""") 

auch tendency it rright be required by law that bank notes in excess of, 

eay, $100 per per~on, be deposited on a bank account before the 31st of each 

month. · If one wiahea one could even go a step further and relOOvo all legal 

f protec t ion from any "illegal " hoards of banknotes. Final l,y ,~re should 

be insistence on ha ving a f ool-pr oof system, one might limit the vali dity 

of individaal banknot es to one calendar month (or maybe one calendar year) o 

Then of course we could be quite sure that all banknotea would be paid in 

on a bank account before the 31st of each month , the day of 11 accounting. " 

It is very unlikely though that such a drastic measure would be required in 

the abBence of any overwhelming incentives for such hoarding. 

GENERAL REJaARKS TO TH~ TriO CURRJiNCY SYS'!Eil 

A mar ket econoll\Y in a capitalisti c setting will best fun ction 1! 

there is an i ncentive to investment by expectation of profit. and if it ie 

profitable to invest then we may expect that those who wish t o borrow .IJI)ney 

for production purposes will be prepared to pay interest at a certain appreciable 
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rata. In the system p.r.· posed in this paper tPore is an quiteble alloca-

t ion of loans b,y meana of allowing the intereat rate to be datermined by the 

.market with the total volwne of available loans being fixed by the nominal 

value of the total amount of red dollars in the system. If too many want to 

borrow too much, those willing to pey the higher interest rate will have 

preference , as i t ehould bee 

im!Be If man who acquires green money, either by earning it or by 

selling some of his ass ts, acquires the right to consume from current pro-

duction. I£ a man WOtants to "save" he can e i ther buy goods and etore them //~ 

L '"" (.2/V-rf 
or acquire a share in an enterprise , for instance by buying stocks , orl he 

mi(iht acqui:ro f bY buying red dollars / tile right to lend money to others at ,, 
tho current in,erest r ate. The equitable allocation of the right to lend 

/I 
money to others ie accomplished by permitting the price of rod dollars to 

be detmrmined by the market. 

Dle only func t i on of the r.overrment in t his system consists in 

determini ng the rate a t which additional amounts of red dollars are issued. 

Clearly , how much should be i nvested i n tot o in accordance wit~irable 
and pos5ible expansion of t he economy is a decision which the community 

met make in the light of the increase of population and the advances ot 

technology which make a rise in the standard of living possible. There 

is no reasori why the Goverrment should enter the econanic picture in any 

other way, or why the budget of the Government should not be bal anced at 

anr tim.e. Only in1.ls much ae ~he Government mB¥ embark on commercial or in

dustrial enterprises , would the Goverrul).ent, like acy other entrepreneur be 

j~stified in borrowing money at the prevailing rateso 
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