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{The following is a transcript of the interview with
Scott Baker, New York, NY, about his book, America Is Not Broke.
It was done lan, 4, 2015 with Rob Kall, who is Scott Baker’s pub-
lisher at Opednews. Rob Kall also wrote the Foreword for Scott
Baker’s book.)

: ROB KALL: Welcome to Rob Kall Bottom Up Radio
Show WNIC 1360 AM out of Washington Township reaching Met-
ro Philly and South lersey. Sponsored by opednews.com. My
guest tonight is Scott Baker. Scott's one of the managing editors
and the economics editor for OpEdNews, he's a lecturer at the
New York Henry George School, and the New York coordinator
for the Public Banking institute. I'm having him on to talk about
his new hook, America Is Not Broke— Four Multi-trillion Dollar
Paths to a Thriving America. Welcome to the show, Scott.

‘ SCOTT BAKER: Thank you. it's good o be here and
it's good to talk about the book.

RK: Yeah, so what's the basic concept of the
hook?

58: Well basically, I'm challenging the notion that
America is out of money, that we can't afford social programs,
that can't cut taxes on people who need it to be cut such as the
middle class. And that we're basically in decline because there’s
no way we can afford not to be and I'm doing it from a different
way, not from the usual way where | just say, you know we
should tax the rich more, although we should, but certain kinds
of wealth. I'm trying to show that there are four big solutions,
four macro-economic solutions that people don't even know
about that would put trillions into the econamy. S0 if{ can do
that, and people understand it at a gut level, then we really have
a different conversation.

. RK: Trillions into the economy. Why isn't this be-
ing done if it's available?

5B: Well, some people they just don't know and,
you know, the people who do know are not wanting to do it be-
cause they're basically rentiers, they're seeking rent. And these
things would undermine all of that. For example, you know mon-
ey creation itself is a province of the bank, it's a monopoly of the
banks. It could be done by the government itself, it has been
done by the government under Lincoln's, President Lincoln's ad-
ministration. We had something called the Greenbacks or the
United States Notes, that was sovereign morney that was debt
free money. It was produced to pay the civil war costs when the

banks wanted 24-38 nterest And that‘s something that's al-
lowed under the comage clause, which is artlcle 1 section 8 clause
5 of the constitution which SCOTUS, the Supreme Court rather,
has upheld in Julliard vs Greenman as being a way that the United
States can produce paper money and that it doesn't have to go to
a bank or borrow it or even raise taxes. it has this provision where
it can produce money as it needs to. So that's one thing, that's of
four soiutrons There's other ones, there' s land value taxation.

RK: Well, wait, why don' t you list the four differ-
ent ones so we have them up front.

SB: Alright. So the first one was sovereigh money,
debt free money. The second one is Iand value taxation. Which is
basically taking the site value of the tand which is particularly im-
portant in urban areas. And putting it back into the community
which created it in the first place because it's the demand that
creates the value. It's not anything a developer puts on top of the
land.

SB: The third one is public banking. And that's
been around since 1919 in North Dakota.

RK: And the fourth one.

$B: The fourth one is government asset hoarding
and basically that's accounting for pens;ion funds and the agency
funds. They have trillions of dollars that could be reallocated and
people don't know it exists. :

RK: Okay, 50 now we've got a list. Sovereign mon-
ey, land value taxation, public banking and government asset
hoarding. What do you think would be the easiest one o free up?

SB: Well, | didn't play favorites in the book be-
cause people have different political persuas:ons and that's why |
catne up with four. it people don't like one or two of them there's
still two more to choose from.

RK: I'm thinking along th_é lines of reaching for the
jowest hanging fruit. You get the first one maybe the second one
will be easier. Yeah? :

$B: Right. 1 think that the government asset hoard-
ing can work together with publiz_: banl;dng so in other words you
might take 10% of a pension fund and put it in a public bank, in-
stead of in Wall Street investments. So you'li see there are two of
them working together. The land value taxation is pretty much a
local issue. So people (continued on page 2) ’
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who are more comfortable working locally can work
on that. Debt free moncy really has to be a sovereign,
a national decision. That's a policy at the national level
~ becausc it's our currency. '

RK: Okay, so let's start with the ZOVCIn- |

mbnt asset hoarding and public banking

SB: Okay. Well I mean-basically we have...
just to give you an example, we have 160 billion dol-

lars in the pension fund in New York City. And about -

that much in New York State. Most of it's invested in
Wall Street type of funds, yon knoow, mutual funds.
And some overseas funds, currencies, overseas curren-
cies, and so forth, the usual kind of stuff that Wall
Street deals in. But we could take 10% of that, in theo-
1y at least, and put it into a public bank, like the bank
of North Dakota which has been around since 1919
and which makes...it backsteps all the community
banks and helps small businesses and regular people

take out loans and invest in their community and bidld

up businesses and so forth. So these two working to-
gether would really benefit the community and the
bank of North Dakota is not competing with the small-
er conmnunity banks which is why there's more of
those in the state of North Dakota than in any other
state. They have an 81% per capita comrmumity bank
ratio which is far higher than the next state which is
‘about 60%. And if you look at the FDIC studies and
some other stndies vou find that the states with the
most community bauks actually have the most small
businesses, the lowest forcelosure rates, the lowest
unemployment rates. So it's all very well documented.
T talk about this is some of my slide shows and the
book, of course, too. So this is something that we're
moving away from because of the failures of all the
small banks across the country. We've lost two thou-
sand small community banks since 2008. And now
we're down to about 6,000 and it locks like they're
going fo keep disappearing. A part of that is consolida-
" tion, part of it's Dodd-Frank and regulations that really
apply more to the big banks, the too-big-to-fail banks
than to the small banks, which are struggling to meet
those regulations. But the bank of North Dakota, or a
- model like thar, can backstop these small banks when
they need to make a larger loan than they have re-
serves to do. So this is one way that can strenpgthen the
commuynily and put money back in and create jobs and
enterprise and so forth -

RK: So let me, a little more clarity on gov-
emment hoarding. You gave an example and then you
jumped into how 10% of it could be used to start a

bank but what do you mean by governinent hoarding?

SB: Well, to take an example, again New

" York or California for the TIAA-CREF fund and the -

big pensions funds in general keep about 96, 95% of
the fund and they dole out maybe 4 or 5% a year. De-
pending on the year. If you take a net of the employee-
employer contribution because of course their cmploy-
ees and employers are contributing to the pension fund
during the vears. Well, so if you take net of that and
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then you add to that the amount in the pension fund,
they teally only give out about 4% a year. So i ex-

" change for that they're saying that we have to keep 96%

of the fund invested so that they spin out this relatively
small percemtage every veai. Bui the problem is, is that, -
well, first of all it's a huge amount of money. You're
talking about many billions of dollars for most pension
funds, hundreds of billions even, And the second thing
is if's not imvested in the community so that's money
that's not .really working anywhere except on Wall

- Street. And so you have basically a pyramid scheme

and when Wall Street gets into trouble and you've got a
stock matket crash then one of the arguments they use
are really almost blackmail, is that if ithe government
doesn't bail them out and doesn't resustitate the econo-
my then the stocks will stay down and the pension
funds will stay down. So basically they're holding the
pensioners hostage.

RX: But wait, why is that hoarding? I mean
they collect money and they save i for their pensioners.
Why do you call that hoarding? !

SB: Well, because the vast majority of it is

-not benefiting the pensioners. You kmow what we're

saying or what I'm trying to say in the book is that we
would provide for the pensioners probably at a fraction
of the cost. I mean let's say those funds didn't exist at’
afl. You know then vou would have to have a tax 1o pay
the difference between what the employers and em-
ployees contribute during the year and what is paid out.
So there wonld be a relatively modest tax in compati-
son to afl the money that's been taken ont 1o build up
the pensions in which the anditors are still saving is not
enough becaunse the returns are not enongh, So they've
been promising 8% a year returns and that was not real-
istic after the 90's. You know they got it for a while but
now that's not, that's been shown not to be realistic. So
really it's more like 6%. Se the point is that, you know
thev're taking enormons assefs and they're not putting it
into...the benefit of the people; it's basically invested in -
stocks and bonds and a lot of times overseas aurencies -
and options even going short, in private public partner-
ships and various things like that. But they're not really
putting the money into the community, except for some.
small token amounts. So it's hoarding a lot of assets,
that's why I call it that, in exchange ‘for doling out a
very small percentage every year. So if yon really work
out the math it's an awful lot of money to be keeping -
aside that is not benefiting the people whao it's supposed
to be benefiting.

_ RK: Well are there third parties who are
benefiting when they shouldn't be?

SB: Oh yeah, Well I mean the pension fund;

-the mapagers are making hundreds of millions of dol-

lars, The treasurers of course rotate in and ot of Wall -
Street and they make, you know, a lot of money on
both sides but especially when they migrate back w0
Wall Street. And so you know there's a lot of pay to
play. We've had a couple of controllers amested for
that. But mostly it just goes on because if's not techni-
cally illegal. But, you know, it's not the best bang for
the bunck... that's the point I'm trying to make in the
book. If we had some of that money invested in the
(continued on page 4) ?
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community, even if the nominal returns werc not as high
as some of the stock portfolios the risk would be less.
And plus you're investing in the local commmmity $0
you're getting back jobs and you're getting back small
businiess creation, And you're supporting a network of
community banks which frankly do a lot more loaning to
that sort of thing than the big, too-big-to-fail banks.
They're not really in that business. They're in the business
of derivatives and wealth management and varions kinds
of speculation schemes.

RK: Okay, so basically, I mean you talk about
hoarding, you're talking about governmnent hoarding of
pension funds and I know that with conversations with the
public banking people, it's also rainy day funds and other
assets that can add up to hundreds of millions, if not bil-
lions and billions of dollars.

SB: Several billions, and probably trillions,
yeah. .

- RK: Well, you are saying triilions if you add
them all up—

SB: The figure I got was that there's 200,000
of these pension and agency funds accounts. That comes
from Walter Burien who's done more on this than anyone
else; that's in my book too. So if you add it all up, well,
it's a little slippery but it looks like it's tens of trillions.
And I found easily half a trillion just in New York State
and City, just from the two largest pension funds plus a
couple more large funds, agency funds and I wasn't even
looking very hard.

RK: So where do you come up with 200,000, I
mean, you know we've got a couple thousand cities, we've
got fifty states, where is this 200,0607

SB: Because the agencies, the agencies all
have these funds, throngh firemen funds, police funds,
teachers' funds. You know the cities all have funds, then
there's the counties and sometimes the cities are part of
the counties, sometimes they're separate. You've got you
know just different ..there's a lot of enterprise agencies
that have separate funds, like water and sewage garbage
funds; parking garages are actally preity lucrative. They
all have their own agency fimds and they have to invest
those. So they don't just sit in the back gathering interest,
they get invested. And then the proceeds from that help
offset the cost, but the question is where are they invested
and is the investment while it's invested doing the best
thing for the community and is it a wise use of the money
to invest it, particalarly when it's in risky, in things like
stocks and everything that crashes at omce. And even
though they claim to be diversified, you know all of these
things tend to go down together. So when we bave a crash
it all goes down at the same fime whereas a public bartk,
like the bank of North Dakota, when we had the 2008-09
crash, was thriving and it still was lending to the state, it
was still backstopping the state. In fact, North Dakota was
the only state with a surplus during that period. So if you
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really want to diversify, this is one way 10 do it. So you -
know we have to watch the pitfall of just having a lot of
funds and calling that diversification when they're basical-

Iy overlapping in their investments.

RK: Okay. So basically, of the four, two of -
them are interchangeable. You're really saying that the
solution for government assct hoarding'is to put them on
to into public banking, '

SB: Well, that's one solution. The other one
would be citizen's dividend, that's what Walter Burien
favors and he claims there's enough in there that you could
abolish taxes entirely, which I haven't been able to verify
bui he envisioned setting up something called a tax retire-
ment fund. Which would basically spin out a citizen's divi-
dend, like the Alaska Oil Fund for example. You know
that wonld do that every year and everybody, every marn,
woman, and child would get that. And he claims that
there's enough in these funds that you could do that and
then you know replace the outlay ‘Wiﬂ;l some modest tax
that would actually amount to less than what is being put
out in the dividend. But like I say I can't verify those aum-
bers, it would take a team of forensic accountants going
through all the CAFRs all over the country, those are the
comprehensive anmal financial reports, throughout the
couniyy. :

REK: Okay; now and also you said that, you know,
New York City and New York State each have about 160
biltion, did you say?

SB: Yeah, that's right.

RK And yon said they could take 10%, why
would they just take 10%? Why wouldn't they take more
than thai?

SB: Well, I'm just throwing that out there, but
Philadelphia is actually looking into using some' of this
money 1o set up a public bank for itself, for its city. And
they scem to be settling on 2.5%. So when 1 did a presen-
tation about two years ago at Philly I'suggested 10% out
of that city's CAFR, which by the way had 12 billion dol-
lars at that point. And you know now it's down to two and
a half and it's a little bit different mix because there's agen-
cies funds and so forth. But you know you ask for ten and
you get, maybe, half of that if you're lucky. But I've been
told in my meetings with Scott Stringer who's the comp-
troller, not himself but his staff, who's a comptroiler for
New York City now, that 10% is too high and we should
aim for 5%. So I aim a little high and hope to get some-
thing close to that, but you never know.

RK: Why is it too high? What would they need
10 keep (inaudible) Wall Street? '

SB: Yeah, I mecan, because you're asking them to
change the way they operate. You know basically of their
investments in stocks and bonds and traditiopat Wall
Street Tnvestments and they have to go against the irend
and against the kind of entrenched interests. So we're say-
ing, yon know, peel off in this case 16 biliion dolars out
160 billion dollar fund and put it (continued on page 5)
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into a public bank or something like that. So first of all
they have to setup a public bank so that's one big hurdle.
And second of all they have to fund it which is the second
big hurdle if we're talking about taking some of that mon-
ey out of pension fund. So you know in politics yon don't
want to ask so mmch that people just walk away. So I'm
{rying to be both optimistic and realistic at the same time
and it's just based on my experience with talking to politi-
cians and people who can make this happen, that's at least
a reasonable figure to start with.

RK: Okay, so now let's talk about public
banking. What is a public bank? I've had FElen Brown on
the show before and Mike Krauss; I've had people on be-
fore to talk about it but you've got a book out on this.
Why don't you give your take on the key explanation of,
in a short way and then get info more details. ‘What is &
public bank and why is it good?

$B: Alright, well I'm going to model it on the
bank of Norih Dakota because that's the best example we
have and it's the longest lasting in this couniry. So that
bank started in 1919. It takes all the tax proceeds of the
state and first puts them in the bank and then of course as
the year goes on it gets doled out to whatever's needed.
Rut in the meantime it can create credit based on what's
put in the bank so that it backstops a lot of the community
banks. It doesn't make loans itself. In fact, there's no
branches, there's just the headquarters. But what happens
is a community bank wants to make, let's say, a 5 million
dollar loan to start up a business and they decide they
can't take all the risk themselves or they don't have the
reserves, so they can go to the bank of North Dakota, and
say "Well, can you be our partner in this?" And the Bank
of North Dakota will also look at the loan and decide if
it's appropriate and if they do then they can put in some of
the money as credit, and so you know they've had an 18%
return on equity for the last ten years or S0. It's a 6.9 bil-
lion dollar bank, Now that one was funded with a bond
issue back in 1919 because basically there was no other
money available. And actualty there were no other banks
in North Dakota at that point and people had to go to Min-
nesota, but now like I said we have other options. But this
is a way of supporting community banks and it's the com-
munity banks that support the community because the big
banks are too busy doing global investmenis and other
things that are more lucrative and also easier for them to
do. They don'i really have the siructure o do small loans
and support small businesses in the same way. So that's
why, that's one of the reasons a public bank is very good
for the commmumity. And like I said if you look at the
FDIC study vou find that the states with a lot of commu-
nity banks are ones with low foreclosure and fow unem-
ployment rates.

RK: Alright, so let me try to get this straight.
A public bank is owned by some government entity. It
could be the state,it could be the city.

SB: Yeah, it is the government.

RK: It could be a county, so a public bank is
part of the government but it's a bank.

SB: That's what it is, it'sa DBA

RK; It's a what?

SB: It is a DBA, Doing Business As. So
that means the Bank of North Dakota is doing bussi-
ness as North Dakota. So any profit it makes, and
dividends it makes can be split between runming the
hank and the state itself. So it's better to gei a divi-
dend than the interest becanse inierest, cspecially in
this low inferest environment, on an account is al-
most nothing. It might not even equal inflation. So,
the Bank of North Dakota has returned about 300
miltion dollars over the last ten years to|the state.
Obviously, if you have a bigger bank you get more
dividends but that state has 740,000 people so that's
considerable. So that's 300 miilion dollars, 30 mil-
lion dollars a year, coming back to the siate which
they don't have to tax and they don't have!to raise In
some other way.

RK: So I just want to try to get this clear
on what it is. I's a bank that's owned by the govern-
ment. Now one thing that I understand 1is, just be-
cause it's owned by the government, doesn't mean
it's rum by the government. Can you talk about that?

SB: Yeah, it's run by bankess in the same
way as any other bank. So the difference is that they
have a charter. Well a bank has a charter too but
they have a charter that would perhaps prevent let's
say securitizing loans and selling them to other par-
ties. The Bank of North Dakota does almost none of
that. They do a litle bit but it's nch smaller per- -
centage. So that way they keep the loans on the
books which puts skin in the game and makes them
be more responsible when lending out money. S0,
evervthing is focused inward into the state or if it's a
city, into the city. And ot trying to make a big
commission on selling loans and then forgetting
sbout them, So this puts, you know, much more
responsibility onto the bank ifself to have good
loans. So there is, at Ieast in North Dakota, which in
this case may not be the model that we follow, but
there is a higher board consisting of the: Agriculture
Secretary, the Governor, and the Attorney General
So that there's some oversight that way but it's fairly
nominal and the day fo day decisions ‘aren't made
that way. And so it doesn't become a political kind
of instrument. You know it's not an cconomic de-
velopment corporation let's say where they just give
out money to develop certain projects and then they
have to get more money from taxes and so forth. It's
a self-sustaining enterprise is what I'm trying to say.
Like any bank. L ‘

RK: But the one criticism that people have is
{hat we don't need more govermment. You know
yon've got a whole group_of people who are op-
posed to any government and they see a government
bank as being more of thc same problem. How
would you respond to that? (continued on page 6)

Febrnarv 2016 GroundSwell Page 5



AMERICA IS NOT BROKE INTERVIEW (from pg. 5)

SB: Well, I mean, you have to look around and de-
cide for yourself if the commercial banks have done a good job
of ranming basic lending opcration and crediting operations. If
you think they've donc 2 good job and you think that the bailouts
are fine, which is government anyway, then you can stay with the
status quo. If you think that the public needs to have an invesi-
ment that retams something to them, that you know is basically
working for the state and is not just interested in shareholder re-
turns and is interested in the state getting something back then
maybe a public bank is the way 0 £0. You know I talk about it at
more lengib in the book but basically 40% of the world’s banks
ate public banks. They've got a pretty good record. They haven't
had the scandals. You know JP Morgan had 20 billion dolaxs in
fines alone, just in one year. And you know that's when it's being
under scrutinized perhaps. Most people think that the banking
industry is getting away with a lot of things, a lot of scandals.
Vou've had LIBOR scandals, you've had people monopohizing
commodities like Goldman Sachs was monopolizing the alumi-
anm market for a while and now Goldman Sachs is not consid-
ered a bank. So that, all of these things are, they keep popping up
and they don't seem to come up sO much in the state bank. That's
not to say statc banks can't fail, but they have a better Tecord
overall and certainly they serve the cOmmumity.

RK: So, wow, 40% of banks worldwide are pablic
banks. Can you give some examples of major first world coun-

tries where they have public banks? :

SB: First world? Well of course our owWn Bank of
North Dakota. Then there's Landis Bank and Sparkhousen in
Germany. I was going 1o say the State Bank of India but I guess
thart's not first world, but they do have the largest number of
branches in the world, of any bank, and that's a public bank
There's a few others, T was focusing mainly on American banks
in the book so I'm probably not the best person to talk about
globally. But Ellen Brown has written about that somewhat and
other peaple too. :

RK: 40% is a huge percent of the banks.

SB: Yeah, that's our figure. Brazil has a public
bank _several public banks, Germany has some. India has the
biggest bauk in the world, by branches. China basically has a
public banking system. Japan has a postal bank which is a public
bank. Japan is a big one. So the Japan postal bank is the reason
that they can have a 260% debt to GDP ratio and still be able to
thrive. Because it's basically money they owe themselves. And
you know this is another thing, if we owe money fo a privaic
bank, fhe private bank can recall loans, it can stop issning money
and so forth but if we owe it to a public bank it just recirculates.
So that's...it becomes profit for the entity that owns it, whoever
{hat is. And if it's the state then, then it's the state. If it's a privaie
corporation, then it goes out of the state. So if you have a bank
that's run like a bank and it's un conservatively and it serves the
public interest then the money gets recycled back for the public
instead of going out fo private hands into who knows what kind
of speculation.

RK: Okay. Anything elsc you wani to say about
hoarding and public banking?

SB: No, that covers that I think.
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RK: Okay so next let's falk about, you
started talking about it, so let's cover that, sovereign
money. What is sovereign money?

SB: Alright, well we've had sovereign
money at different periods 1 our history. The first part
would be in the continental during the revohutionary
war. When of course congress created its own money
which wasn't coming from a bank it was coming direct
from the nascent government at that time. Now, of
course people immediately say, "well what happened
to the continemtal, it got so inflated it wasn't worth a
continental," that's the expression. Bur actually. if you
look into the history you find that British were counter-
feiting the continental quite a bit. And that was a pri-
mary reason for the inflation. Actually the contingnial,
except for the last six months of the war, held its value
pretty well. But then the Pritish, as they did it, in those
days they counterfeited the moncy and drove down the
value, diluted it. This is I Stephen Zarlenga's book
The Lost Science of Money, which‘l quote. So that's
one thing. And then we bad the Greenback under Lin-
coln, which was the first national money. Before that
we had a number of competing currencies and we had
state banks. Not state banks in the way 1 was talking
about before, but state chartered banks. We had the
{nited States Bank, which was decommissioned in
1835 by Andrew Jackson. But then Lincoln in 1862
enacted the fixst legal tender act which created the first
United States paper money. We had coins before that,
we had coins going back to 1791 but the first United
States currency in paper dollars came out of the civil
war and it was a way to pay the narthern troops when
there was Dot enough in the treasury and the private
banks wanted 24 to 36% interest. ‘And this is money
that could be issued by the government anytime and
any amount. Well Congress, actually, is supposed to do
it. But I make the point in one of my articles that if
Congress imposes a debt ceiling and forces the presi-
dent to not fulfill the acts of Congress prior to them

imposing a debt ceiling, that I belicve, this is my opin-

ion, that the president, m order to siay within consitu-
tional separation of powers he has the authority to issue

' money, have his Treasury Secretary isspe money, In

order to fulfill the previous bills that Congress has put
out for expenditures. So that would be one way of get-
ting it in there. But basically this is money that doesn't
have to be borrowed from a ceniral bank We don't
have to pay interest on it. And interest costs, you know,
can be as much as 50% of a large project. Like if you
bad a large ten year bighway project or something the
compound interest can amount to 50% of that So, we
had a transportation secretary, Ray LaHood, who was
formezly a congressman and when he was a COgress-
man he tried to introduce interest-free money, it waso't
debt-free but it was interest free, it was bringing back

' the (continued on pg. 9)
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Greenback. Tt was specifically in the bill in HR 1452 that he
was trying to introduce a way of putting back United States
sotes in the amount of 350 billion. But the previons amount that
we had from Lincoln was $450 million, at that time that was, it
amounted to 40% of the budget during the civil war. Because
that was a lot more money back then. But then we had, you
know, the banking, the private banking interest as usual, they
didn't want to lose their monopoly on creating money so they
bribed and cajoled and basically forced the marginalization of
United States money and you know frankly some, if you read
some writing, it looks like they might have been behind the
conspiracy to assassinate Lincoln as well...

RK Who?

SB: Gerry McGeer, he writes in 1935 (The Con-
quest of Poverty}

RK: No, who was behing it?

SRB: Bapks, European banks. Because John Wilkes
Rooth and his co-conspirators i the trial... they tried to testify
that they expected to be rewarded for assassinating the Presi-
dent and Secretary of War Stanton and Secretary of State Sew-
ard and that they expected to be richly rewarded for that Of
course they had their own motivations, but the idea is that the
. banks had their motivations and they were looking for people
who were willing to assassinate the President to prevent the
spread of sovereign MONEy.

RK: Now, you're saying these were international
European bankers that wanted this? :

SB: Yeah, because they actually were in favor of the
country splitting in fwo and having a confederate states and
northern United States and thereby weakening the country over-
all. And certainly in their writings they were very ruch against
sovereign money and Lincoln's Greenbacks and they fought in
Congress and they fought among their own banker association
to preveni that. The idea was that they wouldn't, you know, they
didn't want competition for the act of money creation. So you
know, this is hotly contested but a lot of the testimony was sup-
pressed at trial according to McGeer and that testimony pointed
to it, and it was a court martial too 50 it was easier to do. But the
testimony pointed to conspiracy, hasically, of the bankers to pay
the John Wilkes Gang, which 1s about a dozen people, in order
1o assassinate the President and end this kind of alternate mon-
ey, public option for money, let's say. But going back to the
concept, what it basically is, is debt-free money that we don't
have to borrow, which can be put into the public purposes, it
_ can be used for infrasiructure, it could be nsed for education, it
could be nsed for funding Social Security, you know it conld be
basically used for anything. At least, in theory it could replace
taxes. Now I maintain in the book that there's other reasons for
{axes other than raising revenue because it dampens the inequal-
ity and it takes away the rent-secking possibility from the ren-
tier class. So you don't want._you know if you only issue mon-
ey, let's say, if you were 10 only issue government mONEY and
not tax anybody what would happen i8 it would go into rent of
some form or another, in other words people's living expenses
would go up for the things that they can't conirol for the re-
sources and location that they don't have that they must use in
order to live. So you can't do that alone. Yon also have 10 ax

the rentier class which is where things like the land value
1ax come in.

RK: Alright we'll get to that, let me ask you a
couple questions more about sovereign money though.

SB: Yeah
RK: So what you've basically isaid is that when

the continental was released the British destroyed it by us-
ing counterfeiting. And when Lincoln created the Green-

back he was assassinated by European bankers.

SB: Well I'm saving that they paid people who
had other motives, you kuow it's not hard fo find people
who want to assassinate a president at any given time.

i

RK: You know you want 10... |
SB: There's people out there,éthat’s ali I'm say-
ing.

RE: You want to debate thé fine points of it,
but basically the wealthy bankers found some people and
paid them and encouraged them to kill him. That's what T'm
hearing. '

SB: That's right.

RK: So it makes me think of JFK and what he
was trving to change which jead to him being assassipated
And T don't think there are many people who think it was
Lec Harvey Oswald anymore.

SB: No it doesn't really worki that way.

RK: Yeah, but so now you‘ré talking about cre-
ating sovereign maney. Who wonld be, what organizations
would resist and attempt to stop that from happening?

SB: Well, certainly the banks becanse the banks liter-
ally make money On creating moiney. That's what interest is
for. So they wouldn't want their monopoly to be ended. And
you know people who own treasuries and make money that
way. They're basically renting mopey to the country and
collecting interest for that action. So they wouldn't want it
gither. No, I have it from the people who have actaally
somewhat support the status quo, but pevertheless TeCOg-
nize that, Modern Monetary Theory folks... I'm just saying
that's a school of thought. So the Modern Mopetary folks
basically say the treasury market is an obsoleic anachro-
nism, especially since 1971 when we went off the gold
ctandard and we became a pure fiat economy. So they say.
(continued on p. 10)
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RK: Now you're using language I don't under-
stand,
and T'in going to assume some listeners don't ynderstand.

SB: Okay, a fiat economy just means basically
there's nothing backing the money. So until 1971 we still
had, at least on international scale, we had a gold standard.
That we were taken off..

RK: Well, wait, take a step back. 1 want you 10
take a step back because you started saying that the banks
would oppose it and then Modern Monetary folks say that,
pick up from there. What Modern Monetary folks say.

SB: Well there's a school of thought called Mod-
ern Monetary Theory.

RK: Put it in plain English.

SB: Okay. There's a school of thought called
Modern Monetary Theory. And they say that the debt is not
a problem becavse in their view we already have sovereign
money because the FED, according to them, is part of the
government. I think a lot of people would dispute that, in-
cluding me. And that as you know the central bank, even
though it was a creation of congress, basically acts inde-
pendently and certainly the regional banks below them and
then the banks below them are not apswerable to Congress
at all. So even thongh the FED board of governors has sev-
en nominees that come out of the President's office who are
nominated for 12-year terms, you know that's about, that's a
little more than half of the board, but it's coming from the
banking industry, and the banking industry has a lot of in-
fluence on Congress anyway because they are basically the
largest campaign confributors at this point. Or one of the
largest anyway. I think pharmaceutical might still be larger.
But you can't say that the ceniral bank is a creature of Con-
gress and subject to its will when the banks themselves have
so much influence over Congress. So you know to say that
we'Te sovereign now is not stating the reality of the situa-
tion. But in any case what they say is that it docsn't matter if
we have debt because basically we can issue our moncy as
much as we need to and we can pay off the debt as much as
we need to and it's all an accounting issue. But there's a
problem with that because only 18% of the freasuries arc all
owned by the central bank itself, the rest go 10 other entities
inclnding overseas entities Jike China. And then what hap-
pens is that China is able to basically devalue their own
CUTTENCY.

RK: Yon just lost me, I'm sorry, you just lost
me. You said only 18% of the treasuries are owned by who?

SB: By the central bank, our central bank. So in
other words our centrat bank will buy treasuries in order to
issue currency in exchange. So that's how the currency goes
into production. So...

RK: And what, I still don't get it. I'm sorry.

$B: Our Treasury Department can't issue cur-
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rency on its own currently becanse we:have this setup
with the central bank so what they need to do in order to
get more money into the system is they have to sell treas-
urics. So they sell the freasuries to a central bank or...

RK: You're talking about treasury bonds.

SB: Treasury bonds, yeah. So then that way
they get more money back into circulation and they can
fund the various expenditures that congress has author-
ized. So this is kind of a kindge-y mechanism instead di-
rectly funding from treasury itself by issuing money itself
which is what the United States notes were. You can kind
of sce this if you actually look at a physical bill, like a five
dollar bill, an old United States note you'll see that it
doesn't have a bank of issuance on it, uﬁ]ike a federal re-
serve note, so a United States note is different, it physical-
Iy looks different on the bill itself and that's an indication
of where it's origin is. It comes from the| Treasury Depart-
ment instead of from a regional bank, unlike a federal re-
serve note, So this is money that's issued by Treasury and
it's debt free and it doesn't require intere:st tobepaidon a
treasury bond in order to obtain it. So, anyway, getting
back to what I was trying to say about the treasury bond
issuance. If it's China that's buying our treasury bonds
then they're basically able to devalue their currency be-
cause they're paying, they're basically paying their own
currency in order to buy our currency which strengthens
our currency which makes our exporis less competitive
becanse they're priced in dollars and the dollars are worth
more than the Yuan And so the devalued Yuan in China
means they are able to sell their exports more, China is
able to sell its exports more cheaply to America because
it's priced in the less valnable currency. And so this land
of currency mamipulation is something that goes on all the
time. And it's one of the reasons for the trade imbalance
that we have with China right now. So a lot of people are
trying to get China to stop doing this. ‘You know stop basi-
cally inflating their own currency while strengthening
ours. But the teal way to do that is fo stop seiling the
treasuries. If we stop that then they can't manipulate the
currency and one of the ways to do that at least would be
t0 issue our own currency under some tight controls yet to
be devised. But so that we wouldn't have to basically buy
our own currency by issning treasury ‘bonds and having

- other partics buy them.

RK: So why don't they doj that? Who's op-

posed to that?

SB: Well, you know, again we have people
who buy treasuries, not people but institutions mainly who
make a pretty good living off of that and they think that's
just a fine system, they get a little bit of interest.

RK: Who, what institutions?
SB: Well the couniries do, I mean China does and

even pension funds are buying treasyries and banks are
certainly buying a lot of them. The (continued on page 11)
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10) -
banks have to buy them anyways, the large ones anyway,
thev're legally required to buy a certain amount in order
to stay a part of the federal reserve systerm. So they would
oppose sovereign money because they get cut out of the
loop basically. And the broker dealers who arrange the
buying and selling of these treasurics they also would
lose their commissions so that's Wall Street basically and
so they would object. And people who want to keep the
wealth gap, basically keep United States, or at least the
middle class less wealthy than the upper class, the ren-
tiers and the wealtlty, this keeps the gap there because it
means that the government can't, or at least won t, spend
ag much money on social programs that benefit the mid-
dle class or even on tax relief for that matter. I mean we
could do away with the payroll taxes for example and
fund that directly with Greenbacks, with sovereign mon-
ey. You know that would be a 12% tax reduction for em-
ployers and employees, 6% on each side right away. S0
that would put more money in the hands of mainly mid-
dle class people.

RK: And businesses, it would also help busi-
nesses.

SB: Yeah, absoluicly, I mean they wouldn't
have that expense and that's a big expense, the payroll
deduction. You know it's one of the reasons that busi-
pesses are hiring part time people that they don't have 1o
take as mnch money out for. So I mean a lot of things
would happen. You wouldn't have, if you could have
some of the sovereign money, you might not have to tax
wages or other productive capital and a lot of things
coutld be done.

RK: Alright, so getting close to the end of the
interview, 1 saved one of your favorites for last. We're
talking about 1and valued taxation So tell ns about how
that is a multi-trillion doilar possibility.

§B: Alright, well there's a saying among the
people who advocate for this who are caled Georgists,
1l describe that in a minute. But that's that "all taxes
come out of rent.” So basically if you don't have the tax
then it would go back into the rent and then we could
collect it from the rent instead. So let's say yon would un-
tax wages or you would un-tax sales, that monecy would
be then collected by the person who owns the land as a
forni of rent. So then you could directly tax that rent and
vou would be able to collect that money. Now according
to Mason Gaffney, who's a professor, used to be at South-
ern California, there's about $5.3 tiflion in money that
could be collected as rent that's currently not because if's
cither taxed differently or else it's privatized, it's collected
by rent seeking people who own land, You know that
rent, so what happens if you don'tax..

RK: Well, wait, $5.3 trillion in the United
States?

SB: Yeah, in the United States, yeah. So that's
the trillions. So using his figure ...

RK: Now, is that money that could be collected
every vear?

SB: Yeah. So...

RK: Wow. _

SB: Trsabout a third of GDP.

RK: -That‘ s more than the taxes collected.

SB: Yeah, well because a lot of it's privatized.
So in other words it's not collected by anybody, it just goes
into private hands becanse they own the land and they... the
rent is capitalized and so the price that they collect from the
price, some of it goes to the banks t00 becanse they're mak-
ing morigages on basically location. Sp when you get a
mortgage for your house you're not just getting it for the
actual house, you're getting it for the location of the house.

|

RK: Alright, so explain to me¢ something. Let's
talk about somebody who owns a house| How would things
change if the person owns the house and this was put into
cffect? What woumld be put into effect and how would it
change a person who owned a honse?

SB: Alright, well basically it depends on how much,
how efficiently you're utilizing the land. If you've got a
house on a small parcel of land that's using it, well you
might even pay less in properiy tax thap you do mow be-
cause vou'd only be taxed on the location, not on the actual
house. You know now the property taxjis actually two tax-
es, you're paying a tax on the house, you're paying a 1ax on
the land. And the only one we support as Georgists arc (ax-
es on land. So you take away the tax on house so that en-
courages house building because you'vé un-taxed it. And it
discourages land hoarding because you're taxing that more
so people with vacant properties or people who have just a
little hovel on a ten-acre spread or something, they would
be taxed more. But people who put up a big apartment
building on a small part of land, who use the land efficient-
ly, therefore, they would actually be taxed less becanse the
building itself is un-taxed but the tand is being efficiently
nsed so basically they're making more use of it and they
would pay less proportionally in taxes. S0 in urban areas
especiaily this becomes important because you have these
huge buildings on small parcels of land. But what's happen-
ing now instead of collecting on the locational rent, we're
un-taxing properties entirely or nearly entirely. In New
York City we have something called the 421a plan which is
2 95% tax abatement. So what happens then is that the price
goes up because the rent on the land is so obliterated. So
that rent gets capitalized into the price so you've goi prop-
erty like let's say One57, on 57th street where apartmenis
are going for as high as $100 million each, another one
went for $90 million and so that's property that's un-taxed,
95% un-taxed on the property. And so the money doesn't
go away but what happens is it... (continued on pg. 1)
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: RK: So the property is un-taxed but the, what's
buili on it is what's taxed currently, right?

$B: The building, no, I mean the whole thing the
property tax includes the land and the building fax. So the
entire tax is not collecied except for 5%. So...the properiy
tax is two taxes, but it's collecied as one, 50 the whole thing
is...

RK Why do they get away with that?

SB: Well, because the real estate fobby is the
biggest lobbying group in our state. You know we've had
some scandals recently where two of the top family mem-
bers have been indicted for things like real estate, taking
campaign contributions and doing pay for play and that kind
of thing, So I mean, Governor Cuomo's largest donation to
his campaign is from the real estate lobby. So why do they
do it? This is the business of New York City. It's basicaily
real estate and banking. And so they have the most influence
and they want to keep their profits for themselves. They
don't want the rent going back fo the people. They would
like to collect it on their own.

RK: So are you basically saying that the govern-
ment would own 100% of the land and it would be rented?

SB: No, the Jegal ownership would not change
but the economic relation would change. You know we're all
for keeping the same legat ownership to the land but we
want 1o collect as close to possible as we can the full rental
value of the land. And if you did that...

RK: But wait, why would the government collect
rental value of land, why doesn't the owner collect the rental
value of the 1and?

$B: Because the owner didn't create the value.
See the owner just bought land in a particular location.
Think of it this way. If you have One57, that building 1 just
mentioned, and instead of being in New York City, it was
the middle of New York Siate...you know same building and
everything, same amenities, but then how much would it be
worth at that location? You know obvionsly it would be
worth almost nil. Because the middle of New York State is
farmiland. It's because it's in the location that it's in that it can
comimnand such high prices. So even though it's a fine build-
ing and it's got all these great things, it's not really that that
gives it such high value, and besides that people wouldn't
build a building like that in the middie of New York State, it
wouldn't make sense. So yon know there's a synergy but
basically it's a community that's creating the value for that
propetty. It's not the building owner. But we say, okay, 50
the building owner gets to make a mice building and bhe
should keep the propeity, he should keep the value for the
building itself, we don't want f0 {ax the building, but we do
want io tax the location. And if that location was properly
taxed then you would not be seeing $100 million apartments
that are vacant and basically being held, as New York Maga-
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zine called them, as "stash pads.”
RK: Why wouldn't you?

SB: Because you conldn't make a profit. The rent
woitld be collected by the city and so therefore the locational
value would not just keep going up becanse that would be
collected. So you know as the vakue of the neighborhood goes
up, the rent will go up for that location. So you can't...

RK: The rent that is collected by t:he government.

SB: Right. Well, I mean it's coﬂeﬁjted but the rent
is going up regardless of who's colleciing it

RK: WelL this is where it gets confusing because,
now I have an apartment and I pay reni. |

SB: Well it’'s noi the kind of rent ﬂ|1at

RK: Can you differentiate between the kinds of
rent? i

SB: Yeah, economic rent is a broader concept
then the rent that you pay the landiord. It's, see i's not just for

maintaining the building, it's really for locational value and
for natural advantages. So you can't...

RK: Well just simply, who pay;s the rent? Does
the tenant pay the rent? Or does the owner of the building pay
the remt? i .

SB: The building pays the rent but they get it
from the ténant. Now people will say "well, if you raisc the
rent on the building won't it be passed on to the tenant?" Not
really becanse what the market will determine is what people
are willing to pay. And if you try to raisc the rent then they're
go somewhere else. Or if the rent is lower it gets capitalized
into the price which is what's happening to buildings like
One57 that bave essentially no rent. :

RK: It sounds to me like this is the most radical
of ali the changes. .

SB: It could be. You know there's some people
who think that Kardl Marx was less of a radical than Henry
George who came up with this idea. So that's why people are
froe to discuss communism but not Georgism. There's a lot of
people who think that, actually. Because basically...

RK: Well wait. Let me get this straight. It's kind
of 3 mind boggling concept. How much is estimated of rental
value is there in New York City? :

SB: Well the Department of Finance says that the land
value alone is half a triltion doflars. But we belicve that's un-
der-assessed by at least half. So it could be a trillion dollars.
The assessments have something to do with it because they'te
often obsolete now that they... (continued on pg. 13)
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RK: So it could be one fifth of what's ¢stimat-
ed to be the USA's value?

SB: No, that figure, you know includes, in oth-
er words the rental value per year. If's not the same as the
actual value of the Iand. So if you were 10 somehow be
able to sell all the land in New York City, then according
to the Department of Finance you would get balf a trillion
doliars. Now of course you can't sell it without depreciat-
ing the market but let's say you were able to sell it some-
how to somebody, that would be half a trillion dollars. But
that's not the same as the rental value you get every ycar.
You don't get the foll amount every year. You can only
sell it once. But the land itself is supposedly worth half a
trillion and we think it's a trillion.

RK: So what wonld be the land. what would
be the rental value every year?

SB: Yeah, I mean the total value of land in US,
I've seen one estimaie Jately which was $28 twillion but
you know these numbers are very slippery and it's very
hard to calculate because you can't market it for one thing
so you can't really get a full understanding of it. But you
know based on some cities that have been more carefully
calculated then added together, it's certainly in the tens of
trillions, but it's bard to say cxactly.

RK: Okay. That sounds kind of low.

SB: It is low. Tt probably is becanse we're also
talking about things like Jocation slots and atrports, like
spectrum use on radio, you Inow radio waves, spectmm
is a form of land also according to Georgists. Land is not
just physical terra firma, it's also amy resource that is pro-
duced by nature which can't be made by man so the radio
spectrom is land, the water is land, air is land. This goes
back to classical economics when they define land as basi-
cally all natural resources. So it's a litle bit confusing
When I say land it's really meaning all natural resources of
the world. So it's actually very low in that case.

RK: Wow.

SB: So when people calculate land values,
they're talking about the other kind of land which is just
locational vatue of actual physical property.

RK: Okay, so let me get back, because we've
got 1o wrap this up very shorily. What would be the rental
value every year for New York City, any idea on that? I
it's 4 half a million to a million for the acmal real estatc
value? How much rent is paid based on the value of the
property?

§B: Yeah, it's hard to fignre but you know we
have a system now that, we essentiafly collect about 4 1o

6%, closer to 4% of the full value of the locational
value of the property. So between 4 and 100% there's
a lot of leeway. Now if you collected 100% of the
value that would mean basically you collect the full
price of the propeity every year which would drive
valug-- :

RK: That doesn't make any se?se.

SB: No, so you wouldn't do that. So you
would drive the price to zero which you don't want to
do. But you can stop well short of that before you
drive the price to zero. But the point is that you know
we're basically letting the private developers pocket
this amount of money that they haven't created and
they just basically have gotten because of the commu-
nity building up the value. So that's what the land
value tax is supposed to collect. ;

RK: Alright, we've got 10 wra:p up-
SB: Okay, there's a lot to ta]k! about.

RK: Yeah, and your book does a really
good job of laying it all out. I kind of attacked you
from different angles, but you've done-an organized
way of putting together in the book that's really excel-
Jent. Let's just wrap up with this. If your book is suc-
cessful, what will it have done?

§B: Well, it would energize people and
make them aware that we're not broke; that we have
alternatives that people aren't thinking labout and are
not talked about in the media anywhere really, except
alternative media. It would make themn realize that
they're being hood-winked, that's what happened 10
me when 1 learned thesc things. And that the politi-
cians and the media are being stippery with. the mum-
bers, they're not talking about what's real. Hopefully,
they'll get angry and they'll write their congressman
and protest and do all the things that we need to do to
get social change to reciaim what's rightfully ours.

RK: Okay. Scott it's been greai to have
you on. Just so I repeat this is the Rob Kall Bottom
Up Radio Show WNJC 1360 AM sponsored by
opednews.com My guest has been Scott Baker. He's
the author of A merica is Not Broke: Four Mulli-
Tyillion Dollar Path to a Thriving America. Thanks
for being on the show, Scotf. '

SB: Thanks.

(The AmericaIs Not Broke! 4 Multi-Trillion Dollar
Paths to a Thriving America website is at Ameri-
caisnotbroke.net. America is Not Broke! may be or-
dered through Amazon: hitp://amzn.io/ 1Thcc54)

(Scott ~ Baker ~ may  be
ssbaker305@gmail.com) <<
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