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+ ... an abbreviated people's history of the US 
economy 

+ If focuses on major historic events that have 
shaped our economic system 

• • • 

+ It emphasizes what our Founding Fathers 
referred to in the Constitution's Preamble as the 
General Welfare 

+ Or what the Occupy movement calls "The 99%" 

+ In other words, it embraces the view from the 
bottom of the pyramid ... 
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+ It was launched by what is called the Arab 
Spring, which ... 

+ ... started in Tunisia on December 17, 2010 

+ ... when Mohamed Bouazizi, an 
unemployed 26 year-old man ... 
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+ ... set himself on fire in protest after police f 
confiscated the fruit and vegetables he was ~ 
selling from a street stall i 

• , 

+ Protesters took to the streets 
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+ When Tunisia's protests started, the rapper 
El General posted his song Rais Lebled on 
YouTube 

+ It immediately went viral; his lyrics spoke 
for the entire Arab world * 

Mr. President, your people are dying 
People are eating rubbish 
Look at what is happening 

Miseries everywhere Mr. President 
I talk with no fear 

Although I know I will only get troubles 
I see injustice everywhere 

11M£. Vivienne Walt. £1 ~l'IbIJlllld till Rq "'"'limo of 1M Midnsl Rm>/lItia1:1, Tuesday, Feb. 15, 2011 



The ab Spring has led to 
government ove rows ... 

+ ... in Tunisia, Egypt, and Libya 

+ And 8 other Arab nations have been forced 
to make major changes 

Arab Spring Overthrows 
as ofjanuary, 2010 

-
Tunisia 
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+ ... Occupy protests started in September, 
2011 

+ They were inspired by the Arab Spring 

+ The original idea to "occupy Wall Street" 
was proposed in an email from Adbusters, 
a Canadian magazine publisher 

+ They suggested September 17, or 
Constitution Day 

OCCUPY WALL STREET 

Adbuslers poster 
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+ They organized a protest and occupation at 
Zuccotti Park, near Wall Street and Ground 
Zero 

+ They used social media networks to 
• orgaruze 

+ A favorite was Twitter, hence the search 
hashtag: # occupywallstreet 
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spread across the coun 

+ At first they were tolerated 

+ Then many were dismantled ... 

+ ... often using force, and ... 

+ ... sometimes outright police violence UC Davis Police LI. John Pike spraying Occupy protesters on November IS, 2011 



eo e as • 
• 

+ What is Occupy? 

+ What do they want? 

+ Many are frustrated, or even outraged by 
Occupy 

+ Many dismiss it as: 

• Homeless people looking for free food 

• Deadbeats too lazy to get a job 

• Troublemakers looking for attention 

Occupy Wall Street: 

An Utterly Pointless, 

Meaningless, Futile Exercise 

Headline from 

INTERNATIONAL BUSINFSS 
September 28, 2011 

opinion by Palash R. Ghosh 
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+ """ went so far as to name The Protester as 
"Person of the Year" 
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• 
iVlOUS messa e 

+ People reject extreme capitalism 

+ They experience our economy as extremely 
unfair 

+ They have concluded it is fundamentally 
flawed 

+ The purpose of this video is to: 

~ Explain why our economy is so unfair, and 

~ Propose how to fix it 

Brighton Walla"" talces pm: in an Oc:.:upy Austin pl'Olt:lt at Austin 01)' Hall. 
Thunday. Oct. 6, 2011, In AU5dn. TeJcaa. (AP Photo/ErlcG.ly) 



• 
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• I suspect few people can watch this video and not 
experience strong emotions 

• The most common reactions are anger, fear, and 
sadness 

• Anger over tremendous injustice 

• Fear the effort will lead to bloodshed and loss of life 

• Sadness over what so many have lost during 
centuries of extreme capitalism 

• Personally, I cope by forging new connections 

• They give me the courage and resolve to press on and 
fight the good fight 
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Part 1, Introduction 

Chapter 2 
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eSSIn on 

+ I've been working on a political economics 
book for 10 years 

+ During that time there have been incredible 
changes in our economy 

+ But some things have not changed at all 

+ I would like to give you a sense of who I am 
as a person 

+ That way you can better understand my 
perspective on economics and why I made 
this video 



• 
USlness career 

e an ... 

+ ... at Northwestern University in 1977 ... 

+ ... as a PhD student in Organization Behavior 

+ A year later, I transferred to the MBA program 

+ Soon afterwards, the business school changed its name 
to "Kellogg" 

+ I was embarrassed. It felt like my degree was now for 
sale on the back of cereal boxes 

+ But the Kellogg School went on to become the top
ranked business school in the country 

+ The sting of the name change eased but I still resisted 
saying "Kellogg" 

• • 185\ 

UNIVERSITY 

School of Management 
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+ ... I became a management consultant 

+ We did marketing, strategy and cost
reduction work for America's largest 
organizations 

+ I tried my hand at line management for a 
while, then returned to consulting 

+ I joined a boutique firm and focused on 
sales forces 

• "l 
+ This was my professional home for 17 years ~ 



• 
en 0 e success as a 

consu tant 

+ I was promoted to partner, voted onto our 
board of directors, led a consulting practice, 
and managed our Chicago office 

+ I worked for many of America's largest 
corporations, including Pfizer, GE, American 
Express, Allstate, Baxter, Nestle, Wells Fargo, 
J&J, Verizon, AGI and Monsanto 

+ I was often quoted in the Wall Street Journal 
and the New York Times, was on the cover of 
several industry magazines, and published 
numerous articles and a book on sales forces 

+ Life was good 
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+ Toward the end of the 1990s, we sold our highly successful 
consulting firm to a high tech company 

+ On the one hand, it was a lucky time to sell and some of us 
made a lot of money in the deal 

+ On the other, after we closed the deal the dot-com bubble 

S&PSOO 
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burst, stocks dove, and total company sales fell far below plan "" 

+ Our owner was in serious financial trouble 

+ We had to find a new owner 

• After shopping around, we found a consulting finn that 
might be an OK match 

+ They were not prestigious, but they were solid financially and 
wanted to upgrade their strategic position through 
acquisition 

, 
1/2/90 1/ 2/91 1/ 2192 1/2/93 1/2/94 1/ l/95 1/1/96 1/ 1/97 1/ 2/98 1/ 2/99 112/00 1/ 2/01 1/ 2102 

DlIa from Yahoo F1nan~. Monthly dClll<' on first tradingday of month,. adjusted for dlvldends and IplllL 1990 to 2002 



+ ... the prospective owner promised to 
preserve our highly successful operating 
philosophy 

+ In particular, our approach emphasized pay: 
we offered high pay to attract top performers 

+ Our new owners did not pay this way, but 
they assured us we could continue as we had 
in the past 

+ They changed their minds once the deal was 
closed 



e wereve u set 

... I was asked, along with a few other partners, to 
investigate our options 

... Unfortunately, we discovered there was little we 
could do 

... Our new owner was not obliged to keep verbal 
• promIses 

... They only had to honor our employment 
contracts, which did not specify pay philosophy 

... So they were pretty much free to manage us as 
they saw fit 
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+ The partners asked me and a few others to 
negotiate a solution, but that failed 

+ Then the partners asked us to put together 
a management buy-out 

+ That failed, too 

+ I decided to leave, along with many of my 
fellow partners 

+ I retired from corporate consulting a year 
later 



e a a 
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+ How was it that executives were not bound to keep 
promises made to employees? 

+ I had always believed "what was good for business 
was good for America" 

+ Now I had serious doubts 

+ I had been a loyal Republican for decades; I had 
voted for Reagan and the Bushes 

+ Now Corporate America looked very different to 
me 

+ I was looking at it from the outside, and wasn't 
comfortable with what I saw 



Often , . 
someone s attentIon ... 

+ ... is to threaten or reduce their income 

+ It sure worked for me; this ordeal was a big 
wake-up call 

+ True to my training, I responded by doing 
research; I turned it into a consulting project 

+ The "client" was me, and people like me who: 

• Wondered why the economy wasn't serving 
us better, and 

• Wanted to know what could be done to fix it 



I found some great books that 
took a citizen's view of the 
economy 

+ Some of my favorite writers became Howard Zinn, Noam 
Chomsky, Studs Terkel, John Kenneth Galbraith, Charles 
Handy, and Cass R. Sunstein 

+ There were other important books by Charles Beard, David 
Sciulli, Kevin Phillips, and Thorn Hartman 

+ These writers, and others like them, took a very different view 
from what was-and still is-taught in business schools 
around the country 

+ Rather than putting shareholders or executives first, these 
perspectives put ordinary citizens first 

+ I was surprised how distorted my Northwestern education 
had been 

+ I realized that pretty much everything I read in the business 
media was similarly biased 

Photo of Howard Zinn from howardzinn.org 
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+ I gathered tons of data, analyzed it, and 
made a few surprising discoveries 

+ Then I wrote a long, consultant-style report 

+ I circulated it to friends, and reactions were 
positive 

+ But there were underlying concerns 

+ They were hard to articulate, but something 
wasn't right 

+ I put the book off to the side 
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+ My first draft took a victim's perspective; I 
blamed external forces for our economic 
woes 

+ I could write a new version about how we, 
as citizens, create our economic problems 

+ All of a sudden I had a new mission 
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+ ... the "blame game" lesson was not totally new to me 

• Management consultants don't help companies 
blame external factors 

• They help companies see how they create their 
problems 

+ Systemic problems are commonly identified and 
remedied in Corporate America 

+ Every major corporation tends to overhaul itself every 
5 to 10 years 

+ It's just part of working in Corporate America 

+ Frequent, major change is the norm 

e've 
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n contrast ... 

+ ... America's economic system has not had a major 
overhaul since our founding 

+ Only one major overhaul was ever attempted: the 
original New Deal by Franklin Delano Roosevelt 

+ But it was quickly watered down 

+ Every proposal since has been a tweak to the original 
system 

+ Why? 

+ We are too afraid to undertake a complete overhaul 

+ So our economic system has become a frightful mess 



+ As everyone knows, our economy is far from 
perfect 

+ It is not immune from the laws of nature 

+ Everything must evolve and adapt to an ever
changing environment 

+ The economy is no exception 

+ Our economy should have been evolving 

+ Instead it has been stagnating 

+ Sweeping, radical change is the only solution 



• • 
IS IS not a new 

+ It has been conveyed elegantly and 
thoroughly many times before 

+ So what makes this video different? 

+ I throw out the blame game and look for 
how we create our problems 

+ To quote Pogo/Walt Kelly: "We have met 
the enemy, and he is us" 

+ I also add a business consultant's 
perspective of comfort with radical change 

hay mtth 
nnd h . 

I'oso button. auwd by W .. h 1Cfi1y 
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1. Boil our economic problems down to simple, 
fundamental root causes 

2. Show how we, as citizens, create these problems 

3. Specify changes that will bring deep economic 
healing 

4. Recommend processes to support peaceful, yet 
radical, revolution 

+ We made this mess 

+ We can fix it 

+ Let's summon our courage and get on with it 



ave are uest 

+ While economic issues are complex, they are 
ultimately built on very simple principles 

+ But sometimes you have to slog through 
considerable detail before the simple 
principles present themselves 

+ I encourage you to not judge this video 
based on a few minutes 

+ Give me a chance to paint the picture and 
synthesize things before issuing your 
verdict 



Inac 

+ ... I want to honor those brilliant leaders 
who have tried to help us see the economy 
more fully 

+ I also want to thank Lisa, and the rest of 
my family for all of their help and 
encouragement 

+ A special thanks goes out to Pripo 
Teplitsky for helping me rediscover my 
higher purpose 



..J ur Economic 

Part 1, Introduction 

Chapter 3 

Your economy is fundamentally flawed. 
Press "Fix" to repair. 

No Thanks Fix 
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+ ... are ones that are poorly defined 

+ We know we have big economic problems 

+ The gap between the rich and everyone else 
• 
IS enormous 

+ We don't feel like our economic concerns are 
being heard 

+ And we're getting really frustrated 

+ Maybe if we define the problem correctly, we 
can solve the problem?!? 



My short definition of our 
economic problem is . s: 

We forgot where 
true economic power 

comes from 



Most people think economic 
power comes from ... 

+ ... having politicians "in your pocket" 

+ But if economic power comes from money and 
politicians, 

+ And if we've known this for centuries, 

+ Then why haven't we fixed our economic 
problems yet? 

+ The answer is painful but obvious: we've been 
wrong 

+ Economic power does not come from money 
and politicians 



The ultimate source of power 
in the US is our Constitution 

+ In it we establish 3 branches of government 
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Two branches are 
accoun Ie to the people 

+ The Executive and Legislative branches 

+ For example, we elect the president, 
congressmen and representatives 

+ The election process is the primary way 
politicians are held accountable to the 
people 

rho 
us 
Co ... 

LEGISLATIVE 

1 
CONGRESS 

HOllSEOF 
REPRESENTATIVES 

CONSTITUTION 

EXECUTIVE JUDICIAL 

1 1 
;. ~ 

.. IIICE . 
PRESIOENT -) PRESIDENT 



The Judicial Branch is NOT 
accoun Ie to the people 

+ For example, Supreme Court justices are appointed by 
the President and confirmed by the Senate 

+ Once on the Court, justices serve until they resign or 
die 

+ So, by design, and in actual practice, justices are not 
accountable to the people 

+ If the highest court of the land is not accountable to the 
people, and ... 

+ ... if all other courts are ultimately accountable to the 
Supreme Court, then ... 

+ ... the entire judicial branch is not accountable to the 
people 

, Your judicial branch just made a critical error. 
• 

Press "Fix" to repair. 



• 
u • 

• 

1. Is the ultimate source of economic power 
in our country 

2. Has consistently favored businesses and 
the wealthy few 

3. Has helped them dominate the economy 
and the other two branches of government 

+ I never anticipated these conclusions before 
starting my research 

+ But, in my view, the evidence is compelling 

Samuel Chase 

Only Supreme Court Justice 
to be impeached. The impeachment failed. 

Re died in office in 1805. 



If the judicial branch is 
indeed .. . 

+ ... the source of economic power, then that's 
why we have failed to fix our economy! 

+ We have focused on elected officials ... 

+ ... rather than on the judicial branch, where 
true economic power lies 

+ The constitution prevents us from 
impacting the true source of economic 
power in our society 

+ It is time to ask: Is this working for us? 



erne er 000 

+ The Constitution belongs to We the People 

+ The Constitution was imperfect from the start 

+ For example: 

• There was no no Bill of Rights, and 

• It had multiple provisions to protect slavery 

+ Some constitutional flaws have been fixed, to 
some degree 

+ But the greatest flaw lack of judicial branch 
accountability has never been addressed 



Our economic problems are 
due to 3 constitutional flaws 

1. The constitutional amendment process is 
too restrictive 

2. Judicial decisions become law even when 
society is in strong opposition 

3. There are no guidelines about corporations 
in the constitution 

... If we fix these three problems, we can fix 
our economy 

CAUTION! 
~ 
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+ And 5 of those 7 chapters are about the 
Supreme Court 

+ Although the Court is more favorably rated 
than the President, Congress, or large 
corporations ... 

+ ... its ratings are dropping 

+ More people realize the Court is not 
protecting the general welfare 

Satisfaction With the Supreme Court* 

2001 2011 



azoo! 
Part 1, The Judiciary 

Chapter 4 

Historic &lIe marker at thCl old Statehouse In louisville, CA 



• 
'-' ur economIC sto 
starts ears a 0 

... . .. right after the Revolutionary War 

... . .. in the fine state of Georgia 

... It involves something called the Yazoo 
Bribery Scandal 

... You may be amazed by the similarities 
between then ... and now 

"Mw;ic: Early America, PopulJzr MU5ic During 1M Rtoolution,,,y War: le/frr"m & U/>nty, www.earlyamerica.rom 

• • • 
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Historic site marker at the old Statehouse in Louisville. GA 
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... ... soldiers were paid in "Continentals/' or 
US Government paper money 

... But when the soldiers returned home, 
banks would not cash them 

... Georgia's government had no money 
either: When you tax people who have 
nothing, you get nothing 

... Times were tough 
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ed vast 
tracts of . derness ... 

+ ... won from Britain in the War 

+ A few wealthy land speculators started 
wondering: 

+ "Can we get rich by selling Georgia land?" 

• We could sell off Georgia's wilderness, 

• Give a little money to the State of Georgia, 
and 

• Make a huge profit for ourselves! 

+ "Oh, baby!" 
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+ A small group of wealthy businessmen and 
politicians secretly asked Georgia's 
legislators to sell them: * 

~ 35 million acres of Georgia wilderness 

At 1.4 cents an acre 

~ Quickly 

~ No competition 

~ Complete secrecy 
'Youoo C. Peter Magrath, 1966. yazoo Lmd Fraud, Georgia Archives, Th. yazoo Lmd Comp<lnits, o,arJes H. Haskins. And others. 
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Legislators were asked to 
ignore a "few minor details" 

+ The bribe was dishonest 

+ It harmed Georgia's citizens by denying them: 

• A voice in such an important decision 

• A fair price for the land 

• The opportunity to give land to every Georgia 
family 

+ It violated Indian treaties, and federal jurisdiction over 
those treaties' 

+ It ignored Spanish claims on the land 

+ It did not provide for settlers' safety 
"Especially c"",k Notion treaties forbidding while settlements. See letter from George Washington to Edmund Randolph, October to, 1791, Library of Congnoss, The Washington Papers. 

Jefferson County Courthouse, site of original Georgia Statehouse 



All 29 Georgia State 
legislators accepted the bribe 

+ So, the Yazoo Act of 1795 became law 

+ In exchange, they received 

~ Shares of stock 

~ Which they could illunediately sell at a 
handsome profit 
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+ What an impressive list! 

+ They made the bribe look like a legitimate 
business deal! 

+ So, there was no federal investigation 

'Youoo C. !'~!er Magrath. 1966. Y.r:oo !.Imd F,.,.~d. Goorgil Arcltiv .... 1M Yazaa /.Imd eom""nitS, OIarlc5 H. Huklna. And others. 

• 
• 

Yazoo Stockholders* 

1 US Supreme Court Judge 
2 US Senators 
2 US Congressmen 
2 other Judges 
1 US Attorney 
1 Territorial Governor 



'-' ne ea ea -m er 
was es ~unn 

+ us Senator from Georgia 

+ He did not attend many sessions of Congress: 
he was too busy putting the deal together 

+ His job was to: 

• Bribe legislators and media 

Sign the Jay Treaty with Britain in exchange 
for no federal investigation 

+ Much later, ignoring his corrupt past, a WWII 
ship was named for him! 
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+ us Supreme Court Justice 

+ Appointed by George Washington 

+ Signer of the Declaration and the Constitution 

+ His job was to: 

• Make the Yazoo Act appear "legal" 

• Provide early seed money 

• Coordinate with two local justices: Pendleton and 
Stith 

+ His reward: 750,000 acres 



su orterwas 
a ton 

+ us Congressman from South Carolina 

+ One of the richest men in the South 

+ His job was to provide key financial 
backing 

+ Soon after the Act was passed he bought 
out many less wealthy individuals 

+ When he died, he owned 3,000 slaves and 
was one of the wealthiest men in the 
Nation 

., 
Ji 



ot er su orter 
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was ert orrIS 

+ us Senator from Pennsylvania 

+ Signer of the Declaration and the 
Constitution 

+ Good friend of George Washington 

+ "Financier of the Revolution" 

+ Originally made his fortune as a privateer 

+ His job was to provide cash, plus access to 
land speculators back East and in Europe 



., .. 
'-' eor a s cItIzens 

were outra e ! 

+ They had been cheated 

+ There were inunediate protests 

+ James Gunn was burned in effigy 

+ Old legislators were voted out of office 

+ New legislators voided the Act and burned 
it in front of the state building 

Commemorative plate: burning the ya.zoo Act 
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• 
a, azoo men ... 

+ ... kept selling Yazoo land 

+ They did not alert new buyers to potential 
Georgia deed problems; their philosophy 
was ''buyer beware" 



serious trouble later 

+ 1 was hanged for counterfeiting 

+ 1 was impeached and convicted of embezzlement 

+ 1 was named in an arrest warrant for treason 

+ Plus, some landed in debtor's prison, including: 

, James Wilson (US Supreme Court) 

, Robert Morris ("Financier of the Revolution") 

, James Greenleaf (one of the largest Yazoo shareholders) 

, John Nicholson (a major partner with Greenleaf and 
Morris) 

+ In other words, key Yazoo conspirators had a pattern of 
criminal activity 

'Youoo C. !'~!er Magrath. 1966. Y.r:oo !.Imd F,.,.~d. Goorgil Arcltiv .... 1M Yazaa /.Imd eom""nitS, OIarlc5 H. Huklna. And others. 
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+ Yazoo speculators could not get valid 
deeds from Georgia 

+ Out-of-state speculators wanted to sue 
Georgia, but the 11 th Amendment did not 
allow it 

+ Not to be stopped, two speculators, 
Fletcher and Peck, sued each other, hoping 
their case would reach the Supreme Court 
despite the 11 th Amendment 

+ Shockingly, the Court took the case* 
"The eu.. wu FI. ,rMr I>. pttt. 1810 
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3 out of 6 Supreme Court 
Justices had close ties to Yazoo 

• conspIrators 

+ John Marshall, Chief Justice at the time, 
was related to Robert Morris through: 

~ His brother's marriage 

~ Prior land deals 

+ William Cushing served 8 years on the 
bench with James Wilson 

+ Samuel Chase served 2 years on the bench 
with James Wilson 



e ,-"ourt r e , 
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• Georgia had no right to repeal the Yazoo Act of 1795 

• Property had to be protected from: "those sudden and 
strong passions to which men are exposed'" 

• The Court ignored: 

• The 11th Amendment 

• Georgia's citizens 

• American lndians 

• The culpability of corrupt politicians, judges, and 
businessmen 

+ The rule of fairness, and the welfare of common citizens, 
did not win on this sad day 

'FIl:IdIn t>. Put. Opinion of the Court written by C J. Marshilll, 1810 



Adding insult to injury, 
common tax payers had to pay 
the price 

+ The US Government approved a huge 
bailout and paid: 

~ $17 billion to Georgia for its Yazoo lands* 

~ $70 billion to Yazoo shareholders for their 
claims 

+ By then, speculators had already pocketed 
$48 billion in Yazoo profits 

+ In other words, Yazoo criminals got bailed 
out, and Georgia citizens got sold out 

"Especially William Rawlinss. Jr~ 1M C"",t Yaw<> F'AIld, 2009. In today. terms, based on ",\ali"" .hare of GDP 

•• 



this soun 
iliar to to 

+ Didn't we just pay for a huge bailout? 

+ Didn't we just have a rash of sub-prime mortgage speculation? 

+ Weren't the Nation's top politicians and businesses implicated? 

• Didn't a few businessmen get incredibly rich? 

+ Didn't a few politicians get great jobs on Wall Sbeet? 

+ Was there a federal investigation? 

+ Did anyone pay for the harm done to people who: 

• Were foreclosed? 

• Went bankrupt? 

• Were forced out of their homes? 

• Lost their jobs? 

• Lost their savings? 

+ Our recent financial crisis sounds a lot like the Yazoo mess! 

J 
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IS was t e Irst 
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rna or case w ere • • • 

+ ... the Supreme Court ruled in favor of 
shareholder property rights over citizens' 
rights 

+ But it wasn't the last 
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The Court's most horrific 
was Dred Scott • nus 

+ About 50 years after the Yazoo decision, a 
slave named Dred Scott sued for his 
freedom 

+ The case eventually landed in the Supreme 
Court 



e ~ ourt's -to-
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rUIn s e s or Itse 

They had 
for more than a century before 

been regarded as 
beings of an inferior order, and altogether unfit 

to associate with the white race, 
either in social or 

political relations, and 
so far unfit 

that they had no rights 
which the white man 
was bound to respect* 

"MardI 6, 1857 DmI ScoI , maJority opinIon written by Rog~ II. Tan<')', Otief Iu.ti", ,"Ihe Suprm'ollCourt 



s rove • • • 

+ ... the Supreme Court can make horrible decisions 

+ The Court's racism was rampant 

• 5 of 9 justices were from slave-owning families 

• 7 of 9 justices were appointed by pro-slavery 
presidents from the South' 

+ The Dred Scott ruling also revealed tremendous £laws 
• 

m: 

• The structure of the Supreme Court 

• The United States 

• Human nature itself 



The suffering caused by 
the Court's ruling was vast 

+ Not only was there an immediate financial 
panic after the decision 

+ The Court's ruling stoked the South's 
inclination to leave the Union 

+ Fom years after Dred Scott, the Civil War 
started, resulting in 620,000 deaths more 
than all other US wars combined 

+ And blacks still suffer from the ugliness 
legitimized by the Court's ruling 150 years 
ago 



So, what was at st e with 

+ Answer: Slavery 

+ What did slavery represent to the Court? 

• Wealth for southern whites 

+ What did opposition to slavery represent? 

• A threat to southern white wealth 

+ What was the Court's intention? 

• To protect southern white wealth by protecting slavery 
property rights 

+ So, Dyed Scott was another Supreme Court ruling favoring 
property rights, despite the harm to ordinary people 

Almanac, 15 

SELLING A MOTHER FROM HER CHILO, 
.. , Do you of 1m buy the wife witl,out the liusband '! ' 'Y e_, very ofltn; 

and frequently, too, they sell me the mother while they keep her ch;ldrcn, 
I have often known them take away the infant from its mother'. brca8~ 
and keep it, while they sold her.' "-Prof. Andrews, lale ~f the UlliVtr8ilJ 



There's one more vi 
lesson om Dre cott 

+ The court overruled popular opinion: more 
than half of America opposed slavery 

+ The Court wanted to prevent Americans 
from prohibiting slavery 

+ Does this sound familiar? Didn't the court 
completely disregard Georgia citizens in 
the Yazoo scandal? 

+ In both cases, the Court asserted it was in 
charge of the United States, not American 
citizens 



• • 
e uestIon IS 

• 
tIS: 

+ Do we want the Court to have the power to disregard 
our wishes? In other words: 

• Is the Court in charge of America, or are we? 

• Are we mature, competent adults, or are we wards 
of the Court? 

• Do we need the Court to protect us from ourselves, 
or do we need to be protected from the Court? 

• Isn't "majority rule" essential in a Democracy? 

• Aren't democratic citizens, including Supreme 
Court Justices, called to accept the will of the 
majority? 

HI96 Sup .... me Court . Courtesy of Supreme Court of the Unil£d Stales 



Let's look at another extremely 
racist Court ruling, this time in 
1896 

+ In Plessy v. Ferguson, the Court ruled 7 to 1 that: 

• Individual states had the constitutional right to establish 
"separate but equal" Jim Crow laws 

• " ... the enforced separation of the two races stamps the 
colored race with a badge of inferiority .... solely because 
the colored race chooses to put that construction upon it.'" 

+ This ruling had almost no credibility; everyone knew black 
facilities were inferior back in 1896 

+ Jim Crow laws were a blatant violation of the 14th 
Amendment, which: 

• Guaranteed liberty to blacks, and 

• Prohibited abridgement of their privileges 

'Op!nlon wrltWl by J. Brown. May 18, 1896 
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+ Answer: The right to create and enforce 
laws supporting racist business practices 

+ Again the Court sided with property rights 
and racism despite: 

~ Constitutional amendment violations 

National opinion on the subject 

~ Bringing harm to ordinary citizens 

,. 
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+ Prior to 1896, states and businesses were 
nervous about blatant segregation or apartheid 

+ The Court's ruling sanctioned it 

+ This led to a rapid and dramatic increase in 
segregation in every phase of American life in 
the South 

+ Justice Harlan's lone dissent proved prophetic: 

"The present decision ... will not only stimulate 
aggressions ... brutal and irritating ... on ... 
colored citizens, but ... defeats the purposes of 
... the recent amendments of the Constitution." 

• , 

• 



n ree cases now ... 

• The Supreme Court sided in favor of property rights, 
despite majority opinion and harm to ordinary people 

+ And yes, there are many more examples 

• So how do you feel about this? Are you afraid the 
situation with the Court is hopeless? 

+ It isn't! Tougher problems have been solved before 

+ Part of the answer lies in making the Court more 
accountable to American citizens this will be 
addressed later 

+ But first, we need to understand how the Supreme 
Court favored property rights at the start of the 
Industrial Revolution 

'" 
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+ According to the Supreme Court, it's true 

+ The rationale goes something like this: 

~ Contracts are sacred agreements 

~ Contracts with corporations are just as 
sacred as contracts with people 

So, corporations are people too! 

+ How about that magic trick? 

EUKEKA!! 'WE'V[ GIVEN 
PEOPLE'5 (ONSTfruTiONAl 
RIGI·m TO CORffiRATrONS. 
LONG LIVE "CDf?PORAT£ 

PERSONHOOp?!! 

• -

- • 
• 

• 

Mati W"",ri<~ I'dilgrial 0. Ioo>lbl and Ulustnltor for POUTICO 
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+ Lawyers define a legal fiction as "a fact 
created by the court" 

+ I have a news flash for lawyers: fiction is 
fiction! 

+ You can't change fiction into truth no 
matter how hard you try 

+ Corporations are not people it's as simple 
as that! 



erica's corporate person 
magic trick starts with John 
Marshall 

+ Remember him, the Chief Justice with ties to a lead Yazoo 
conspirator, and led the Court to: 

, Protect land speculators, 

, Ignore fraud, and 

, Disregard Georgia's voters? 

+ Well, 9 years later his Court ruled in the Dartmouth College 
case that the constitution's contract clause applies to 
corporations' 

+ In this ruling the Court applied the legal fiction that a 
corporation was an "artificial person" 

+ This ruling radically changed the nature of the constitution 

'Trust""" ofDarlmouth College v. Woodward, 17 U .5. 518 (1819) 

././ ; ... ~. 



at was at s e in the 
1819 Dartmouth decision? 

+ The Court wanted to: 

~ ... check any undue encroachments upon civil 
rights, which the passions or the popular 
doctrines of the day may stimulate our State 
Legislatures to adopt* 

+ The "civil rights" being protected by the 
Marshall Court were business rights, not 
true civil rights 

"From an explanatory letter following the proceedings, by /usti"" '"",,,ph Story, www.dartmgu\h.edu'-lI!'WlIlfeatures/SU'll5<jonlbmwnhim! 

Painted by Robert Oayton Bums in 1962 and hangs in Thayer Dining Hall at Dartmouth Coli,-,&, 



The Dartmouth ruling set the 
stage for the Santa Clara case of 
1886 

+ This case is credited with giving corporations civil rights 
protection under the 14th Amendment 

+ But this is not true 

+ Before explaining the controversy, here's a reminder 

+ Section 1 of the 14th Amendment was ratified after the Civil 
War to guarantee citizenship for ex-slaves and prohibit 
states from denying them: 

, "Life, liberty, or property without due process of law" 
and 

, "Equal protection of the laws" 

+ So, the Santa Clara case supposedly extended these 
guarantees for ex-slaves to corporations 



e anta ara 

• • • 

• ... or headnote, says: "Corporations are persons within ... 
the 14th Amendment"· 

• But the actual decision says the Court did not rule on 
corporate personhood in the case 

• Even though headnotes have no legal authority, this 
erroneous headnote was frequently cited as the Court's 
ruling 

• In the strange world of law, precedent is far more 
important than fact 

• In law, 2 wrongs make a right, and 3 or more wrongs make 
it even stronger 

• So, corpora tions received l4th Amendment protection 
through a string of misquotes, which became law 

"Santa aara County v. SouINtm I'adflc R. Co., 118 US. 394 (1886), 5yllllb"" 



e ~ anta ara case 

a c e a wave ... 

+ ... of Supreme Court lawsuits brought by 
corporations and their lawyers seeking 14th 
Amendment protection 

+ Even though it was written to protect 
African Americans, the 14th Amendment 
was used almost exclusively by 
corporations * 

"Thorn H.rtmarm. U",,!WI/ P",'«'I~N. 2002" page 105 

Percent of 14th Amendment 
Supreme Court Cases: 1886 - 1910 

94% 



was 
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+ ... led by Chief Justice Waite, 

+ Struck down 230 state laws passed to 
regulate corporations* 

"HDward Zlnl\ APeople'1 History of the United StitH. 2003, P"S" 261 
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+ ... to hear the appeals of 8 labor protest 
organizers wrongly convicted of killing 7 
policemen in the Haymarket Massacre* 

+ Because of the Court's inaction, 4 protest 
leaders were executed and 1 cOllunitted 
suicide 

+ TIJinois' governor later pardoned the 
remaining 3 

+ Sometimes inaction is more egregious than 
action 

H~. WC!fkly, !I/I', 18116, H.oymar~ ~ 0Uaga. Sin. of !be Ha~ Mr"? mle. DBwtns by n,,, .. de Thubtn.lp 



S . gin 1897, something 
called the "Lochner era" began 

+ This period lasted 40 years 

+ During this time the Court actively favored 
businesses by granting 14th Amendment 
protection in case after case 

+ The Court's driving principle was called 
"freedom of contract" 

+ The Court claimed it was promoting economic 
growth and development 

+ In reality, it ignored vast numbers of work
related deaths, injuries, and disease during the 
Industrial Revolution 

. -



n t e --,DC ner 

case • • • 

+ ... the Court ruled 5 to 4 that New York state 
could not limit work hours for bakers, * 
despite: 

• Reasonable limitations: 10 hours per day 
and 60 hours per week** 

Compelling medical evidence that 
sustained flour dust inhalation led to 
serious lung health problems 

+ In this ruling the Court ignored an 
individual's right to assistance from the state 
against abusive labor practices 

"Loc:hner v. f'foople al SUIte of New York,. 19f1 O.S. 4.5 (l90S) "1'1'tPr Irons, A Peopl"" Hllltory of Ih", SupI'I'me Coul1..lOO6, pagfl154 
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+ ... horrific working conditions in all industries 

+ For example, in 1914: 

• 35,000 people died at work, and 

• 700,000 were injured at work 

+ Employers were rarely held accountable for 
work-related deaths, injuries or disease 

+ Instead, the Court routinely favored 
employers and struck down state laws 
intended to protect employees 



The single most dramatic 
example of employer abuse 

+ ... was the Triangle Shirtwaist fire in 1911 

+ 146 workers died in this fire; most were 
young women 

+ The factory owners escaped to the roof, 
leaving every worker exit locked but one 

• • • 

+ Trapped workers could not escape, so they 
were burned alive or jumped to their deaths 

+ This tragedy remained New York's most 
deadly work-site accident until the 9/11 
World Trade Center collapse 



+ Oliver Wendell Holmes, Jr. 

+ Civil War veteran from Massachusetts 

+ In one great quote from his Lochner dissent, 
Holmes rejects the use of economic theory 
in legal opinions * 

+ In a second, he asserts that all Court 
justices are biased, even him, so the Court's 
job is to discern majority opinion and make 
it law 

• Coogle Books, 1M Mmch ofr"",,/ •• 1M World', Work IV: p. 2587. NewYorl<: Doubleday. Page, and Company. 1902 

" A constitution is not intended to 
embody a particular economic theory" 

"My agreement or disagreement 
has nothing to do with 
the right of a majority 

to embody their opinion in law" 

portrait photograph of Oliver Wenden Holm"", Jr . 



For the first time ... 

+ ... a Court justice boldly refuted the 
"freedom of contract" doctrine 

+ Holmes was the most refreshing, intelligent 
voice the court had heard in over 100 years 

+ Unfortunately, his wisdom would seldom 
carry a majority 

+ Eventually the Lochner era would come to an 
end ... 

+ ... but not until the Great Depression forced 
our Country down onto its knees 
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+ The stock market dropped 89% 

+ Industrial production fell 46% 

+ Unemployment rose 600% 

+ Remember that land speculation craze 
during the Yazoo affair? 

+ Well, the stock market crash, simply put, 
was caused by a similar rash of 
speculation, but this time in stocks rather 
than land 

Dow Jones 
Industrial 
Average 
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AP photo, 1932./obless and homeless men wail for free dinner al New York's municipal lodging house. Unemployed men at the American legion Employment Bu,",au in Los Angeles. 
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"Migrant Moth ..... by Dorothea Lange, US Farm Security Administration. 
One of many squatter's tents. this one in Nipomo, California 
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VlOUS to most 
• 

erlcans at ... 

+ The economy was fundamentally flawed 
• 

+ It did not work well before 

+ Now it was a total disaster 
-

+ There was far too much suffering 

+ And far too little compassion • 

+ Things had to change radically 
• 

"Hooverville'" In Central Puk,. New yo,kCty 



• 
reSl ent 

e 

+ He urged patience 

o over 
erseverance 

+ He assured Americans the tide was turning 
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+ They wanted a new economy, a New Deal, 
not a return to the old one 

+ They elected Franklin Delano Roosevelt 

+ Who was inaugurated on March 4,1933 

+ He promised America he would act--and 
he did 

+ In his first 100 days he sent Congress a 
record number of bills, and all passed 
easily 



'---' orne ate most 
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+ The Securities and Exchange Commission (SEC) 

• To regulate financial instruments like stocks and bonds 

+ The Social Security Act 

• To provide income to retirees and the unemployed 

+ The Glass-Steagall Act 

• Established the Federal Deposit Insurance Corporation 
(FDIC) 

• Limited bank speculation and ownership of non-bank 
• comparues 

• Expanded Federal Reserve authority 

FrarU:lin D. R· · ,,,,,II ~ tho! GWa-SWlpU BanldngAaln 1933 
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+ The National Labor Relations Act: to protect unions 

+ The Agricultural Adjustment Administration: to 
raise commodity prices 

+ The Ovilian Conservation Corps (CCe), which 
employed 2.5 million young men 

+ The Works Progress Administration (WPA), which 
employed 2 million adults 

+ The Tennessee Valley Authority (TVA), to build 
dams and power stations 

+ The Reconstruction Finance Corporation, to help 
finance railroads and industry 



A key part of the New Deal was 
the National Industrial 
Recovery Act ) 

+ The act was limited to a 2-year life 

+ It created trade associations, asking them to: 

• Recommend fair trade practices for presidential 
approval 

• Set maximum work hours, minimum pay rates, and 
safe working conditions 

+ It established presidential powers to set trade 
standards if associations failed to reach agreement 

+ It protected unions 

+ It regulated oil pipelines and prices, with severe 
consequences for violations 
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+ Greatly loved by the many ... --

... who now had reason to hope 

+ It was greatly feared by the few ... 
• ./ 

... with money, property, and power 
$ 
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+ The first test of the New Deal to reach the Supreme 
Court was Schechter Poultry in 1935 

+ One of the Schechter convictions was for selling a 
diseased bird hence the case's nickname 

+ The Court ruled unanimously that the NIRA was 
unconstitutional 

+ The Court opposed: 

• Federal intervention, and 

• Increased power in the executive branch 

+ The Court subsequently struck down a total of 10 New 
Deal laws in 2 years 

, 
I 
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+ On March 9,1937, in a famous Fireside Chat, 
he presented his "court-packing" plan to: 

Appoint a new Court justice for every one 
over 70 who did not retire* 

+ This would give FDR 5 appointments, and a 
Court majority 

+ Public opinion supported FDR 

+ The Court's viability as an institution was at 
stake 

Hear Ye! Hear Ye! lear Ye! 

HtLD 
' .. .... '.' 1~\WGS UP 

'.. .\.ONG 
", ~NOLJGH . 
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+ Just 20 days later, the Court ruled in the West Coast 
Hotel case that: 

• Minimum wage laws were OK 

• Federal intervention in the economy was OK 

• The New Deal was OK 

+ The old "freedom of contract" doctrine was dead 

+ This launched what is now called the Constitutional 
Revolution 

+ At the time it was called: "The switch in time that 
saved 9" 
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+ ... because the American people were no 
longer willing to tolerate it 

+ The champion of their cause was Franklin 
Delano Roosevelt 

+ They elected him in landslides ... 

+ ... and gave him Democratic super 
majorities in the House and Senate 

+ This eventually forced the Court to relent, 
recant, and reform 

" , ~ .... ' c • • • 1 _ 

THEY ASKED " 
FOR IT_____ ' 

, AND THEY'RE ' . , , 

, GOING TO , 
GET IT! ' , 
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+ And what about corporate personhood
was that legal fiction destroyed, too? 

+ To find out, watch Part 2 of Deep Economics 

• • , ,. 





OcrupyCal GeneralAssembly, November 15, 2011. Photo by D. H. Parks 

Economics 
Aligning Our Money With Our Values 

Part 2 
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+ ... we revealed the Supreme Court's long
standing tendency to favor the wealthy few 
at the expense of ordinary citizens 

+ This pattern started immediately after the 
Revolutionary War ... 

+ ... and persisted until FDR forced the Court 
to approve the New Deal 

+ Now, in Part 2, we discover how the 
Court's change of heart ... was temporary 

• 

, 
r 

Historic site marker at the old Statehouse in Louisville. GA 
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+ The "freedom of contract" doctrine was 
rarely used again 

+ The Court now accepted the right of citizens 
and their legislators to restrict corporate 
freedom 

+ By abandoning "freedom of contract" the 
Court conceded the doctrine was wrong: 

~ It was a wolf in sheep's clothing 

~ Under the pretense of protecting common 
citizens, it blatantly favored companies 
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+ For example, several branches of government were 
formed, like the 

, Department of Labor and the 

, National Labor Relations Board 

+ They were designed to address problems involving: 

, Child labor and workplace safety 

, Unions and pay 

, Workweek, time off, holidays, and 
unemployment benefits 



economic s ili 

+ For example: 

+ Securities and Exchange Commission (SEC) 

~ lnsidertrading 

~ Ensuring accurate, timely information to 
the public 

+ Federal Reserve System (the "Fed") 

~ Regulate inflation 

~ Ensure adequate money supply 

• 



The result was 
• • • 

+ After the West Coast Hotel decision, things improved 
greatly for workers 

+ Before 1937, average income was only $14,000 a year 

+ These are real dollars, adjusted for inflation, so they 
are comparable to toady 

+ As you know, $14,000 is not a lot of money 

+ Most American citizens had a very low standard of 
living 

+ But by 1973, pay increased to $43,000 

+ So pay more than tripled! 
"Thomai I'Ikell)' .nd Emiln ..... l Sal!z, T.ble AD, Avcr~ge Annual !runme, 2fX!1 dollan, ""eluding aplul g.lnt, 11lY~ July 17, 2010 

Average Pay 

.,,""" 

.... 000 

$35,000 r, --

$30,000 '----I 

$25,000 

"'.000 

$15,000 ...... 

$10,000 

~ ~ ~ ~ # ~ ~ ~ ~ ~ ~ ~ ¥ ~ ~ ~ 
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+ After 1937, the Dow Jones Industrial 
Average went from 190 to 1020* 

+ So it increased by a multiple of 5! 

Dow Jones Industrial Average 

noo 

",. 

".+---

soo 

+ More regulation, and higher wages, did not 300 

hurt the economy ... '00 

' 00 

+ ... they helped! 

• Sauro!: GoogII! FInance, d.Uy dose adJuatcd for dlvld<!nds and $plit!l 
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+ For example, the Supreme Court issued the 
Brown v. Board of Education ruling in 1954 

+ Congress passed the Civil Rights Act of 
1964 and the Voting Rights Act of 1965 

+ These changes helped to improve the lives 
of minorities 

P .... i!lent lyndon Johnson share. the hand of Martin Luther King allhe signing of the Civil Rights Act o{ 1964 
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+ And, the Supreme Court had a lot to do with it 

+ Remember the term corporate personhood? 

+ Well, starting in the 1970s the Supreme Court began to greatly 
expand that legal fiction 

+ Eventually the Court awarded corporations many new 
constitutional protections, including: 

• 1st Amendment--free speech 

• 4th Amendment--unreasonable search 

, 5th Amendment--double jeopardy 

• 7th Amendment--trial by jury 

• 8th Amendment--cruel and unusual punishment 



Corporations aggressively 
sued for free speech rights ... 

+ ... and the Supreme Court shamelessly accommodated 
them 

+ In the Virginia Pharmacy case of 1976, the Court prevented 
states from regulating pharmaceutical price advertising' 

+ The Court justified itself by saying it was protecting 
America's "free flow of commercial information" and the 
151 and 14th amendments rights of corporations 

+ Sound familiar? Indeed, the Court was reverting to its 
evil, Lochner-era ways 

+ This was a very bad omen 

+ Remember the warning from Oliver Wendell Holmes, Jr. 
back in 1905? 

"tlSSUpl'l'1Jll! COlIn. V1rglnLo Phlmw:y Boan.1. Y. V1'l11ni1 Consumer Council,. 425 u.s. 7411 (1976), Dedllon 

A constitution 
is not intended 

to embody; a 
p.articular 

• economIC 
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+ In lone dissent, he reminded us of Holmes' 
waming:* 

"there is certainly nothing in the United States 
Constitution which requires the Virginia 
Legislature to hew to the teachings of Adam 
Smith in its legislative decisions" 

"USSupremcCouI1, V1rglnllll'harmacy Board. II. Virginia Consumer Council, ill U5. 748 (1976),. DIIacflI 



But the Court was 

+ 2 had been nominated by Eisenhower, and 
4 by Nixon 

+ In Richard Nixon's own words: 

It is true that the men I appointed shared my 
conservative judicial philosophy and 
significantly affected the balance of power that 
had developed on the Warren Court* 

+ The 35 "golden years" launched by FDR's 8 
Court appointees was over 

• From TIotM .... oI13/ifRidumS Nixo~ 

Nixon Foundation baMU Quem! from n.. M''''''bS rf Ridwrd Nimn 
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'--- ourt went urt er 

+ In Linmark Associates (1977), the Court struck down 
local ordinances limiting the posting of residential 
"For Sale" signs * 

• The Court said communities do not have the right 
to limit this type of commercial advertising 

+ Then in First National Bank of Boston (1978), the Court 
struck down state laws restricting corporate political 
spending** 

• The Court said corporations can make political ads, 
even if they criticize income taxes for rich people 

+ What was the court's justification? Americans need 
"free flow of commercial information" 

"US $upl1!1JlC Court, I.lnm.'* ANOd.tCl v. Wllllngbor{), 431 u.s. 85 (l9'l7). 
-us Supn .... ", C()Un Flrtl N.tJcn,ollland of BosI(>n v, BeUottl, 43.'1 u.s. 765 (1978) 
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stoope even lower 

+ In Citizens United, the Court struck down 
an Act of Congress, the Bipartisan 
Campaign Reform Act of 2002, which 
restricted political spending 

+ The Court explained that: * 

"voters must be free to obtain information from 
diverse sources in order to determine how to 

cas t their vo tes " 

·us Sup",,,,,, Court, Otizens United v. Foo.. .al Election Commission, 558 U.5._ (20lO)Syl!abus 2(b) 

-

Malt Wuerker, ffiltorial cartoonist and illustrator for I'OLmCO 



er wor s ... 

+ ... the Supreme Court was now more 
powerful than the Executive and Judicial 
branches,combined 

+ It successfully asserted that its economic 
philosophy was not only best for America's 
economy ... 

+ ... it was also best for our political process! 
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80% -

60% 

+ We did not support the Court's decision at 40% 

all! 

+ It makes you wonder: Should the Court 20% 

have the power to ignore 80% of us?!?* 

0% 

• ABC New5/Washlngton I'o!IL pol~ Febl'\l.llry 4-8, 2010 

Citizens Oppose Citizens United 

Oppose Support 



Citizens United should be 
renamed "Corporations United" 

+ And the headnote for the case should read: 

We the Corporation require voters to be flooded 
with biased information from corporations before 
casting their votes 

+ Such wording would more accurately reflect 
how this decision: 

~ Allows corporations to dominate American 
politics 

~ Prevents citizens from regulating the 
political process 'UNDER THE THUMB' 

UJII'd with po'!nnlllOlton. www,polyp.org.uk 



The recent Wal-Mart case 
reeks of corporate pandering 

+ Consider these uncontested facts: 

, Wal-Mart is the nation's largest private employer 

, Women fill 70% of the hourly jobs in Wal-Mart stores but 
have only 33% of higher-paying management jobs 

, Many large American corporations from GE to Costco 
-filed" friend of the court" briefs to register their 
support of Wal-Mart 

+ The Court was less concerned about widespread bias 
against women ... 

+ ... and more concerned about how to throw the case out, 
which it did, on technicalities ... 

+ ... and in record time, much to Corporate America's relief 
·us Sup",,,,,, Court, Wal·MMt SID",., Inc. v. Dukes et. a1. No. 10-277, 2011 

WALMARr 

1.5 -



• 
IS new ~ ourt era 

• 
as een evastatIn 

+ The growth in average adult income 
ended, starting what could be called a 
"Second Darkness" 

+ During the Lochner era, the Court called it 
"freedom of contract" 

+ Now the Court has new justifications like 
"free flow of commercial information" 

+ In the end, it's nothing more than corporate 
pandering at the expense of American 
citizens 

Average Pay 

$45,000 

$40,000 t-

$35,000 

$30.000 

$25,000 

$20,000 

$15,000 

$10,000 

.:;...,,,, ~~ .!)'::> .!;>",,,, .!;J~ $'" $-'" ~..,., 
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+ These have been great times for the 
wealthy few 

+ Pay for the 99th percentile has grown 5 
times faster than it has for the 20th 

percentile* 

Pay Growth: 1979 to 2007 
120% ~, ---

90% 

60% I 

30% 

0% 
20'" 

P'tile 
40'" 

P'tile 
60'" 

P'tile 
80'" 

P'tile 

·Cong ....... on.ol Budget 00"", Tmu15 i" lilt Distribution oj Housmold ,""""', &/"""'" 1979 RIUi 2007, Table A·t, Markl't Income Plus Transfers Minus Federal Taxes, 2007 dollars, October, 2011 

99'" 
P'tile 



'--' 0, t e OC ner era 
neverre en e 

+ It just had a 35-year dry spell 

+ It is alive and well once again 

+ And what were American citizens doing 
while the Lochner era returned? 

+ This concludes our five chapters on the 
Supreme Court 

+ Now we explore the 2nd most powerful force 
of the judicial branch 

+ It is housed in the tiny state of Delaware 
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+ The last five chapters addressed the 
longstanding and tremendous harm done 
by the Supreme Court 

+ But another part of the judicial branch also 
does vast harm to ordinary citizens 

+ It resides in the tiny state of Delaware 

+ It's called the Court of Chancery 
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+ What is a corporation? 

A legal entity with permission to operate under 
a charter 

+ What is a charter? 

A grant of authority which specifies the powers, 
rights and duties of the corporation 

S£CRETARY OF STA"rE 

CORPORATE CHARTER 

I DEAN HELLER. ttIe duly e~ectod and QUlInlie<l Nevadl.l Secrettlry of Stole do hereby 
cerllfy thfIt YOUNG READERS COUNCil did on APRil 5, 200" 6Je In th,. otfloe the 
OflgINl' Mlc," OIII'lCOfPO'Ouon; that NId ArtllC'u are now Of! file and of rec:on:Iln the 
of'Ilce olltle SICletary of State Of the Stat. 01 Nevada and tL.ndlCf, that saod AnIdt!. 
contatn an U'Ie Pf(M$1QnI f'eqU red by the law Of llIiid Stale Of NeYaoa 

iN WlfNESS 'M1EREOf I n.ve '$::;&110"'"" '*"II....s 
.,...oed .. Gf-.I s.. of sz. .""" (JI;q " c.. ... Cl) 
,..1IdII, "" Aprif to :zoo.t 

DEAN HEI. FR 
S ri *fdSrFP 



Delaware grants more 
charters than any other state 

+ Delaware is an incredibly small state, but it 
has granted the most corporate charters 

+ Almost a million organizations are 
chartered in Delaware* 

+ In fact, Delaware is corporate home to 63% 
of the largest corporations in America * 

• Home page for DeIaWarI' Department of Stale, Division of Corporations, http:'/WlP.dI'!aw;w:.ggv 
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y do so many corporations 
incorporate in Delaware? 

+ It's simple: Delaware is very corporate
friendly 

+ Here are a few quotes from Delaware's 
official pamphlet: Why Corporations Choose 
Delaware* 

• "[Delaware's legal code] does not purport 
to be a code of conduct. Indeed, it is 
written with a bias against regulation" 

• "[Delaware's legal code] led the way in 
permitting stockholders to limit the 
liability of directors" 

'Lewl! S. Blade, jr" rrlnled .nd dlllrlbuh!d by Delawu-e Department of State, Division of Corporitlona 

i • 
J , 



• 
-.J e aware IS t e 

• 
IS ute ea er ... 

+ ... when it comes to corporate law 

+ Delaware is the primary source of legal 
precedent for corporate law 

+ All other states pretty much follow 
Delaware when it comes to corporate law 

1/ 
#/ 
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+ It has numerous provisions for executive, 
shareholder, and creditor rights 

+ But it NEVER mentions: 

Employees 

Consumers 

Local communities 

The environment 

+ It's as if these other stakeholders don't exist 
• http://delrode.deIaware.gov / titleS / 

HOME :> 'IrILl!. 8 :> CllAP'I1!.R 1 

TITLE 8 

Corporatio1l5 

C HAPTER 1 GENERAL CORPORATION LAW 

Subchapter L Formation 

(1) A n.y prtoon. pU'JIl'fShip, 'SKcilU 01 OOij.QIltian., siT~y 0'1 jointly wi~holhons. lnd wiWJ.t 'ttf.i Id 
1D such peo!S01\'S 01 eontiys ll!Siden.oe , dom.:icilio 01 n 1p of iTICOL}OOli. tbn, DU.y iMOlpon1p 01 ~ n.i;:p 1 

OO'Ipontion. 11ru1i>, this CILlp"1 by fili~ with'"' 0 iIrisio1!. of COLVJA ti:ms in tlU' Oepi. rtmt'llt of S tl,1p 1 
ontifi.c:k ~ of iM:llpontion. 'Ilihieb. shall be o!'l:I!'cuted , lclmowJE.dyd 1M. fiRd ill ;,o::otd.i.n.oe with ~ 103 of. 
this title. 
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tlli;; Stili . 1II'I.}' beOl~nmod "WI ~ Ch.i.pWl , bu.tcotpJ .. tDn:i:: JOt OOJIStnu:tmg. m.lintlini~ nd 
opo:'[lti~ p1Iblio lItili~S wifl\ill fllis S 1i. \I..' shU be S1lbjl."Ct b, if'. Wiition 10 tlU:!:CMp\I!I. tw $pl"ci;U 

pIOVisions :!.TId Il'qllill'llleTIt> ciTItle Z6 lP'l.ble IOsw:ib. OO'Ipon tons. 

8 0",1 C. 1953. ~ 101: 56 Del UWS, c. 50: 70 0", \ Lu.l$ . Co 186. ) 1: 70 Del U W5. C 581,! I: 71 O"l 
UV5, C 339,~ 1,; 

( I) ThL> UlIlE' of ftli' ompoutioTt. 1IJhlch (1) shill eOll.'Il.il\. I of the JJOId$ '':I.$OCil-tioTt.'' 
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(ptOlli:1Eod they :ttE!' WttE!'1\. in. rom:tn. c~ UCIE!'tS at lE!'tl''IS~ providEd. howe1ret. ~ t the Divisioll of 
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Title 8 is clear: executives 
must put shareholders first 

+ It says corporate directors are not 
personally liable for their actions so long as 
they stay loyal to shareholders 

+ In other words, corporate executives can 
hurt other interest groups just so long as 
shareholders benefit from their actions 



Delaware's legal code is 
widely interpreted as saying 

+ "Shareholders own corporations" 

+ "Management is required by law to 
maximize shareholder value" 

• • • 
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+ It's wrong to lie to shareholders ... 

but ... 

+ ... it is OK to lie to employees, consumers 
or local communities if it serves 
shareholders 



'-' r ... 

+ It is wrong to break promises to 
shareholders ... 

but ... 

+ ... it is OK to break promises to employees, 
consumers, or local communities if it 
serves shareholders 

• 
• 

• • 
" " " " " " 
" " 

" .. 
" ... .. .. 
" " • • 

" • 
" • 
" , " .. , • 
" • 
" • 
" , .. 
" , •• .. , 

• .. 
" • , 
" , 
" " • .. 

" 

.. .. • " ." " • ... .. .. 
" .. " • • " . , • 

• 
• 

• , , 
• 

• 
• 



'-' r ... 

+ It is wrong to harm shareholder wealth ... 

but ... 

+ ... it is OK to harm employee, consumer, or 
local community wealth if it serves 
shareholders 



So, executives who cut the 
most jobs are paid the most 

+ CEOs for firms that laid off at least 3,000 
workers since 2008 earned $12 million in 
2009* 

+ That's 42% more than average CEO pay for 
the S&P 500 

+ In 2009, HP cut 6,400 jobs and the CEO was 
paid $24.2 million 

• AlterNet: Hiddm CmporOllt: SamlLU; CEO. WIlD LIIid Off 1M Mo:;t 1'Wri:rn; RIIkr ;" lill Most 1INsuno: by Sarah And"rson, September 1, 2010 
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Jonathan Weeks / The Epom TImI'S 
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+ Much of why we are so dissatisfied with 
Corporate America is because ... 

+ ... Delaware's legal code mandates 
corporate greed 

• 
• 

• • • 
• • • • • 

www.harikari.rom 
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Delaware 

'US Census Bu",au, 2!ll8 annual .urveys of slate and local government finances; Fortune 5(l) listing of revenues for 2(X)8 

63% of Fortune 
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n so 

+ Of course, corporations and their lawyers 
like throwing their weight around in a 
small state like Delaware 

+ And, Delaware likes the arrangement as 
well. It gets: 

~ Huge annual fees from corporations 

~ Many legal and travel industry jobs 
dedicated to serving corporate interests 



The solution? Federalize 

+ The only way to regulate today's massive 
corporations is through the US 
Government, not individual states 

+ Most corporations, corporate lawyers, and 
states like Delaware intensely dislike this 
idea 

+ But, it's the only way to get a fair fight Sumo Wrestler Roho (left) versus Miyabiyama on the first day the of May Tournament 2JX!7 in TokyoAuthor. Eci<hard recher 



ere's ow 

1. Rewrite Title 8 to reflect all stakeholders, 
not just shareholders 

2. Make the "New Title 8" federal law 

3. Place large corporations directly under 
federal jurisdiction 



ere does Delaware's 

+ Answer: The Constitution 

+ The same for the Supreme Court and the 
entire Judicial Branch 

+ The next chapter explains how the 
Constitution enables judicial abuse of 
power ... 

+ ... and how we can make this branch more 
accountable to We the People 

I 

'lYe the 

U.S. Constitution 

I 
---------r,------·----~ 1 

Executive Judlcl&l 
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The Constitution seldom 
uses economic words 

+ The words "economy" or "econotnic" were 
never used in the Constitution* 

+ Economically-related words are seldom 
used in the Constitution 

+ Taxes were the leading economic issue 
when the Constitution was written 

+ The Constitution's focus is on executive 
and legislative branch power relative to the 
States 

'COf'IlItilutlon word count using Adobe Aaob;!t 

Tax 

Money 

Coin 

Debt 

Commerce 

Contract 

Economy or Economic 

Supreme Court 

Power 

President 

Congress 

States (excluding 
United States) 

10 
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2 

2 

o 
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16 

125 

84 

51 
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never uses wor s like 

+ ... corporation, business, company, 
organization, employee, employer* 

+ In other words, the Constitution: 

Is silent about the role of business in our 
society 

••• 

It does not grant responsibility for managing 
corporations to the US Government 

• So, this job defaults to the individual states 

+ This is what I call the Corporation Gap 
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+ Otherwise, the Supreme Court, states like 
Delaware, and corporations themselves 
will continue to interpret the Constitution 
as they see fit 

+ And ordinary citizens will continue to be 
left out in the cold 
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% Yes, I have a good economic situation* 
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• 
more encans 

were aware • • • 

+ 000 of the Corporation Gap, then they would 
probably agree it needs to be fixed 

+ So, how do we close the gap? 

+ We must amend the Constitution! 
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The Founders made the 
Constitution very di fficult to 
amend 

+ It takes: 

~ 67% vote by Congress to propose an 
amendment, and then 

~ 75% of state legislatures must ratify the 
amendment 

+ The result? Few significant amendments 
have been proposed and ratified since the 
Bill of Rights 



Some Founders had a low 
opinion of common citizens 

+ They did not trust our ability to make 
proper amendments 

+ To quote Alexander Hamilton, our first 
Secretary of the Treasury: 

All communities divide themselves into the few 
and the many. The first are the rich and well
born, the other the mass of the people ... they 
seldom judge or determine right* 

+ In today's terms, Hamilton was a staunch 
advocate for the 1 % 

"PlUTand'. Rtum& aflM FtUrilI C'mlll'"l~m, v. 1, p. 299. From en.wikiquote.orglwild l AIeund~r_Hamliton 

I 
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+ As stated by General Henry Knox in a 
letter to George Washington about Shay's 
Rebellion: 

The people ... feel at once their own poverty, 
compared with the opulent, and their own force 
[in government], and they are determined to 
make use of the latter, in order to remedy the 
former 

'Howard Zinn A Propu'. Historyoftm U~jlrd 5Ia"'" 2003, p. 95 

-- . 



ox was on 

+ Shay's Rebellion was a farmer protest, heavily represented by 
Continental army veterans 

+ They had no money, partly because their army wages were 
paid in Continentals, and local banks refused to redeem them 

+ Farmers could not pay their bills, banks and business owners 
sued the farmers, and the courts were: 

• Throwing farmers into debtor's prison 

• Confiscating their property or ordering it sold at distressed 
• pnces 

+ Worse, Massachusetts had recently passed a law preventing 
many citizens from voting because they were too poor 

+ There was no Robin Hood in this story: the rich were taking 
from the poor! 



Let's not forget: the Founders 
• were not a representatIve group 

+ The Continental Congress only included 
white men who owned property; it excluded: 

~ Men who did not own property 

~ Women 

~ Blacks 

~ Native Americans, Asians, other races 

+ 74% of today's eligible voters did not have 
the right to vote back then! 

'Us c..ru.U5 BUn!~u. 1?90 CeruiUl with South CaroUOlI, ('){cludlng tho- Territories; HiMmy Now; WhIning IIIl 001t: 1\ Ilisll1ty of Voti"S RighI', Steven Mintz. 
TIlt: 5 ... ",r. A Cuidtbook of AmmCll" GmNWgy, Kery L.. Mcyerlnl< and Lof'l>llo Dennilo SzUr!i. Calcut.tJ0n5. 

Who Could Vote in 1780? 
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+ Large majorities of adult citizens supported 
the Amendment, but it never passed 

+ Why? Special interest groups prevailed in a 
cluster of small, southern states 

+ So the will of the many was subverted by 
the will of the few 

+ This failure is a dramatic testament to the 
need for a better amendment process 

OMary Fnmc:a Serty. Why ERA F41ltd, 19116. Imp:/1 v!rtUlllo1ogy.oom/hailolthehlslorlcan:hlves/ rqullrlghlll ~ndment.n1l11 

Small, Southern States Killed the ERA 

ARIZ. 

• ' .... YES 
HAWAII " 

NO 

• 

DEL. 
MD. 



must be less restrictive 

+ Here is how to make it more viable: 

, 60% vote by Congress to call for an amendment 

, 60% vote by popular referendum to ratify an 
amendment 

+ We need to go straight to the people on 
amendments 

+ We need to bypass all the "monkey business" that 
goes on in state legislatures surrounding 
amendments 

+ The voice of all citizens must be heard! 



A 60% amendment 
hurdle would be rigorous 

+ Only 14% of all presidential elections since 1900 
exceeded it!' 

+ This change will: 

40% 

30% 

, Leave the amendment process appropriately 20% 
difficult 

, Make it less cumbersome 

, Allow American citizens to make important 
enhancements to the Constitution ... 

, ... when a significant majority deems it necessary 

+ With a more responsive amendment process, we can 
close the Corporation Gap! 

"David Leip. Popular vote in p"";d""tiaI election'! since 1900, hltp: Iluselectionatlas.org / RESULTS / 

10% 

0% 

Most Presidents Win Less Than 55% 
of the Popular Vote 

Less than 50% 50% 10 54.9% 55% 1059.9% 60% and up 

% of Popular Vote for Wmning President 



We can survive an occasional 
"prohibition" error 

+ The 18th Amendment prohibited 
intoxicating liquors 

+ 14 years later, the amendment was 
repealed 

+ The US did not suffer great harm from the 
prohibition episode; it was a learning 
process 

+ A few more prohibition episodes are far 
better than tolerating centuries of 
fundamental flaws like the Corporation Gap 

• r _ _ .. 

• . .a _ • • -.- ... -; . ......: 

- --



e need the power to say 
NO! to bad court decisions 

... The Constitution has failed to give us this 
power 

... So it must be amended 

... This concludes our section on the Judiciary 

... Now we switch gears, and look at the 
global reach of US corporate power 



orate 

roa 
Part 2, Urgent Economic Issues 

Chapter 11 



Corporate erica dwarfs all 
other human organizations 

+ It is the most powerful human force in 
history 

+ It is 45% larger than all world 
governments, combined * 

Revenues for US Corporations 
and World Governments 

($ trillions) 

US Corporations World Governments 

"For US rorporate revenue: IRS, SOl Tax Stals· Historical TablE 13, Corporation Income Statements, Total Receipts, 2008. For government ,,"venue: OA, The World Factbook, F<.bruary 4, 2{)12. countries with known ",venue and expense. Numbers in trillions of US dollars 
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+ ... into nearly every facet of life on Earth 

+ Almost half of Corporate America's sales 
are foreign 

+ That's right: 46% of Corporate America's 
sales originate outside the US* 

"S&<P 500: 2010 Glob1.l Sales, July 19, 2011, by Howaltl Silwrblati and Da ... e Guarino 

Origin of S&P 500 Sales
Domestic vs. Foreign 

Domestic Foreign 
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+ Some of it is due to our product quality 

~ For example, we are a clear leader in 
technology 

+ But a sizable portion of it hinges on what 
we like to call" diplomacy" 

~ For example, US corporations are often 
specified in US foreign economic and 
militaryaid* 

"See books by Chalmers Johnson (e .g. Blow!>.u:t, 2004) or John Perkins (e.g., Confri!;ilm. of Rn Eamm1l;c Hit Man, 2(09) 
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+ ... is at the vanguard for pushing Corporate 
America's interests across the globe 

+ And it works through brute force 

+ The US spends 6 times more than China, 
the 2nd largest spender* 

Top 5 Military Spenders as a 
% of SIPRI Global Arms Spending 

USA China UK France Russia 

"Stockholm international Peace Rellean:h institute (SIPRlj. SlPRl Yearbook 2011, Ot.p"" +-Military ""pomdltun!, AppendlJ< 4A- Mll!wy ""pendituredala, 2011-10: Tht lop 10 mililaryspnrdm, 2010 
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East Asia} 

• 
lne 

U.S. Military Spending VS. The World in 2008 
(in billions of U.S. dollars, with % of total global) 

Latin America, $39 ( 

Russia, $70 

Middle Ea~'~i:"' ___ - :;j 
N. Africa, :Io i 

Cenlra ll South Asia, 
$30 

$1 0 (1%) 

$120 W .4) States, 
$71 1 (48'1.1 

China, 
(8"t.) 

Europe, 
(20".4) 2008 Total Global Spending = $1 .47 Trill ion 

NOTES: 0.18 from Intema~ InslllY'e!of Strate<;lte SI\.iOleS. me "'.fl/Y BM.nee 100« .M 000 The 10Iil1 kIr me United SUite." the FY 2009 ~ 
and l/Idl,lCle, S, 10 Eldon ICIf mII.taI')' opemllOna'" Iraq 1M A1gn.nostan, as well as Iund.ng I()f DOE nuclear ~pons II(1IloItJe, All otner I\gI.IrfJs IIfII 
PfOfeCtlDOS based on 2006, tM last ~ear lor whit71l1OCU1"lte dale ...... 8Ilabl. 

e 
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US Discretionary Spending* 

• A FUN'" Without W;u; TIlt: Mutit.ltiml ofWmuJer Womon, November 9, 2011, http://afww.wonlpl'l'SS.rom/QlWgsuyleD)':!!' 



The US has the world's 
• 

s companIes 

+ 45% of the top 100 arms manufacturers are 
headquartered in the USA 

+ They produced 62% of the top 100 arms 
sales* 

"Stockholm International Peace Research Institute (SIPRI), SIPRI In The Media: Top global QmI. illd~51fy ;l\CMIstS QmI. 54k.lh5pilrongmng ",assUrn, February 21, 2011 

USA Share of SIPRI Top 100 
Arms Companies and Sales 

Top 100 Companies Top 100 Sales 



76% of global arms transfers 
are to developing nations 

+ 39% were made by the USA, and 21% were 
made by Russia * 

% of Global Arms Sales by 
Nation Type and Major Supplier 

Developed 

Nations 

Developing 
Nations 

Global Arms Sales 

Russia 

39% 

USA 

Developing Nation Share 

·Cong ....... on.ol Researrll Service, CR5 R"'P"rt for Co"&",,",, Richard R. Gri!l'\ll'lelt Ctmtnlh'""a./ Arms 1hInsJrr< /0 CkM<>pi"g N~IiD"', 200J--2010, September 22, 2011. Data an. for 2010. 
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we use our ower 

+ 79% of nations criticize the US for being 
coercive in its foreign policy 

"In government relations, the US ... 

80% 

60% 

40% 

20% 

0% 
... Abuses its power with us" ... Treats us fairly" 

• World Public Opinion, Sleven Kull, Oay Ramsay, Steven Webe~ Evan u,wis: A"",,*,,', GldMllmage;" 1M ON"'" /irR, July 7, 2009-poU 0/ 19,923 people in 20 nations comprising 62% ofworld population 



The world t . ks the US 
plays global cop too much 

+ 87% of nations think we use force more 
than we should 

°ChJoogoCoundl on Global Aff.l,. and Worldl"llblkOplnlon.o'll: War!d PubliQ Rtjtd US Role IIJIt'" World u..4n, April 18, 2fXn 

90% 

67.5% -

45% -

22.5% 

0% 

"The US plays the role of world 
policeman more than it should" 

Agree Disagree 



most 0 
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erICanS t In ••• 
100% 

75% 

+ ... we can afford to make major cuts in 50% 

defense spending 

+ And 79% think we spend too much 25% 

defending other countries 

0% 

Public Support for Defense 
Spending is Waning* 

"We can afford "We spend too much 
to cut defense spending" defending other countries" 

OLeo Shane m, Stars and Stripes, Publk Support Waning for De{eru;e Spending. July 19, 2011, quoting s"'"""Y ronductl.'d by Rasmus.o;en Reports, reported July 18, lOll 
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e us 

+ In his farewell address, the former five-star 
general had this to say: * 

"Dwight D. Eisenhower, FaroweU Addre!lll 10 the Nall"n. January 17, 1961 

In the councils of government, 
we must guard against the 
acquisition of unwarranted 
influence, whether sought or 
unsought, by the military

industria complex. 

e potential for the disastrous 
rise of misplaced power exists and 

will persist. 
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+ The consequences are not only felt in 
foreign lands 

+ We experience tremendous abuse of 
corporate power every day right here at 
home 
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+ It is 14 times larger than the US federal 
govemment* 

Revenues for Corporations 
and US Government 

($ trillions) 

US Corporations US Government 

"For US rorporate revenue: IRS, SOl Tax Stals· Historical TablE 13, Corporation Income Statements, Total Receipts, 2008. For government ,,"venue: OA, The World Factbook, F<.bruary 4, 2{)12. countries with known ",venue and expense. Numbers in trillions of US dollars 
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+ ... hire 50% more people than our federal 
and state governments combined 

Number of Employees 
(millions) 

(State) 

(Federal) 

Top 50 Companies US Governments 

"For top 50 employer..: Fortune 500, 2011, rank by top 50 emplo)"'rs (money.rnn.rom). For USgovemme:nt employees: US Census BurEau. Government Employment and Payroll, 2010 
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. man "'~M DCrwrrn Occupy, r,. PlII'ty. NOV(!mbctr 6, 2011 'UMaJII Lowell-Beeton J-Itro.ld Poll, .nalylll by MIke Molrn:ydd- s..- em.. ell" _ L . _ _ " _ 

Disapproval Ratings* 

100% 

75% 

50% 

25% 

0% 
Wall Street Government 
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re on I erences 

+ For example, New Mexicans admire Los 
Alamos National Labs, even though it is a 
private, for-profit company 

+ So, residents rate Los Alamos very high 
(74%), but they rate other businesses much 
lower, like the oil and gas industry (42%) 
and out-of-state businesses (30%) * 

~ Garrlty Group. Glnlty I'1m:f!ptlon Survvy, Jlnuary, lOll 

Favorable Institutions in New Mexico 

80% 

60% -

40% -

20% 

0% -
Los Alarnos Oil and Gas Out-of-State 
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+ ... wealthy people and Corporate America 
have too much influence 

+ 74% say the wealthy have too much 
influence, and 80% say Wall Street and 
large corporations have too much influence 
in our society 

"UMu. lowell-BOlton Herald Poll _Iyl~ by MIkel Moktzycki: Sam, Common C.,,,md Bdwttn Oroipy, nw P.rty, NOVl!mber 6, 2011 

Yes, the Wealthy and Wall Street 
Have Too Much Influence* 

Wealthy Wall Street 



e next set 0 

c ters ... 

... . .. examine how corporate power has been 
used to help the wealthy few ... 

... . .. at the expense of everyone else 

Direct Action For Single Payer protest in San Francisco, CA. October 28, 2011 
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+ Taxes were a leading grievance for Colonists: 

• A common slogan used among the Colonists was: 
"No taxation without representation" 

• The Boston tea party was a protest against taxed tea 

+ As Ben Franklin said: "In this world nothing can be 
said to be certain, except death and taxes" 

+ Another truth about taxes: they can be precisely 
measured, and detailed historical records have been 
kept 

+ So, if we "follow the money," what will we find? Is 
America's tax burden shared fairly? 



so ute not! 

+ The corporate share of federal income taxes 
has been cut in half since 1955* 

+ The average was 44% for 27 years (1929 to 
1955) 

+ Then it dropped for a period of 25 years 
(1956 to 1980) 

+ For the last 30 years it has only averaged 20% 
(1981 to 2010) 

+ So, corporations pay much less than they 
used to 

"Bureau of Economic Analysll, Nll'A Tabla 3.4,. Ur.e 1 (Individual taxes) and Thble 1.12, Unc 14 {Corpontr laxes) 

... 
",,, 

"" 

Percent of Federal Income Taxes 
Paid by Corporations 

44% 

20% 



How much has this cost 
• 
In 

+ If 44% of the federal tax burden had been paid 
by corporations every year from 1919 to 2010 ... 

+ ... then individual tax payers would have saved 
$8 trillion 

+ How much is $8 trillion? 

$8T 

$6T 

$4T 

+ More than enough to buy America's 50 largest $2 T 

corporations! 

+ Yes, we have overpaid enough taxes to 
completely own huge corporations such as 
Exxon, Apple, Microsoft, Chevron, GE, IBM, 
Wal-Mart, etc. 

$OT 

*Bureau of Economic Analysis, NIPA Table 3.4 Line 1 and Table 1.12 Line 14. Fortune 500 listing. 2011. Calculations. 

Market Value of Fortune 50 vs . 
Individual Tax Overpayment 

Fortune 50 
Market Value 

Tax Overpayments 
by Individuals 



Most corporations paid no 
federal at least once 

... 57% of US companies paid no federal 
income tax for at least one year between 
1998 and 2005* 

... How? They: 

~ Declared operating losses 

~ Used tax credits, and 

~ Transferred income to low-tax countries 

o 
o 

*Government Accountability Office, as reported by Reuters, Donna Smith, Study Says Mos t Corpora/ions Pay No U.S. Income Tax, August 12, 2008 



Taxc culations 
favor co 

• 
oratIons 

+ Corporations claim two rounds of tax deductions 

• Basic operating expenses like payroll, rent and utilities are 
100% deductible 

• Then corporations get even more deductions 

+ In contrast, individuals cannot deduct basic living expenses 

• Costs for food, clothing, shelter, healthcare, education, etc. 
are not deductible 

+ This is a double standard: it says business expenses are very 
important but personal living expenses are irrelevant! 

+ Why don't corporations pay a true income tax like individuals? 

+ Or, why don't individuals pay a net profit tax, like 
corporations? 

-

Net Sales 
- Expenses 
= Net Profit 

Net Profit 
Deductions -

Income 
Deductions 

= Taxable Income = Taxable Income 

Taxable Income Taxable Income 
x Tax Rate x Tax Rate 

= Taxes Due = Taxes Due 



The double standard in taxes 
creates profound social 
•• • 
lliJusuces 

+ If you sue a corporation, they get to deduct their 
legal expenses, but you don't 

+ Or, if a corporations sues you, they deduct their 
legal expenses while attacking you, but you 
don't get to deduct your legal expenses to 
protect yourself 

+ Or, if an executive gets sued, corporations often 
pay their legal expenses for them, and then those 
legal expenses are deducted by the corporation 

+ Or, corporations can spend tons of money to 
figure out how to pay less taxes and these 
expenses are all tax-deductible 

"Our standards are very high. We even 
have high double standards." 



This sad tax story does not 
end with corporations ... 

+ ... the super-wealthy have also received big 
cuts in 

• Income taxes 

• Estate taxes 
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Top Individual Tax Rate 
''''''' ,----

"" 

"" t-- - '-------' ..... - --=::::: 

' 0% t---------------~ .... 

"'" j--

,O% j------------------'---

*Internal Revenue Service, Table 23, Highest individual tax bracket rates, 1913 to 2008 

tax rate 



The cuts s ed in the 
Johnson administration . .. 

+ ... and continued through the Nixon, Ford, 
Carter, and Reagan ad I ninistrations 



are em arrassed 

+ One of the richest men in the world, Warren Buffett, 
recently said: 

• While the poor and middle class fight for us in 
Afghanistan, and while most Americans struggle to 
make ends meet, we mega-rich continue to get our 
extraordinary tax breaks.* 

+ Buffett's tax rate: 17.4%* 

+ Middle and upper income tax rate: 30%* 

+ How did this happen? 

+ We set low tax rates on investment income 

+ This mostly helped the super wealthy, since they derive 
most of their personal income from investments 

ON"", YM.\"Timn, OpEd by Wam'l1 Buffett,. Augull 15, 2011 

Effective Income Tax Rate 

30% 

20% 

10% 

0% 
Super Wealthy Middle and Upper Wealth 



e've so cut estate 
es 

============================== 

+ The recent estimated cost of estate tax cuts 
is $11.5 billion* 

+ How much money is this? 

+ About the same amount targeted for 
eli mination from Early Childhood 
programs run by the Department of Health 
and Human Services!* 

Recent US Budget Cuts 
$l1.5B 

$8.6B 

$5.8B 

$2.9B 

$OB 
Estate Taxes Early Childhood Programs 



ese 

+ The poor! 

+ The amount of money targeted to be cut 
from programs serving the poor .... 

+ ... equals the amount of tax cuts for the 
wealthy 

'Cen11>r for American Progrest, Donna Cooper, February 22. 2011 

$44B 

$33B 

$22B 

$11B -

$OB -

Safety Net Cuts Pay for 
Top Tax Bracket Relief 

Safety Net Cuts Top Tax Cuts 
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+ Both political parties are responsible! 

+ For example, corporate tax cuts started in 
Eisenhower's Republican administration 

+ But continued under Democrats Johnson 
and Carter 

+ So, both parties were heavily involved 

I I 

• 



The same is true for the House 
Committee on Ways and Means 

+ It has jurisdiction over all taxation 

+ During the 25 years of tax cuts (1956 to 1980), 
only Democrats chaired this committee 

+ However, total committee membership 
reflects the strength of each party in the 
House 

+ And, subsequent Republican chairmen did 
not reverse the tax cuts for corporations or the 
wealthy 

+ So, both political parties are again accountable 
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1. Taxes have been radically cut for 
corporations and the wealthy few 

2. Both political parties are responsible 

3. There are 55 years of momentum behind 
these cuts it will take tremendous effort 
to rebalance our tax programs 
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erica's income 
distribution is very unequal 

+ Numerous articles can be found every year 
about America's increasing income disparity 

+ In 2008, the top .01 % of American families 
earned 547 times more than Middle America 

+ While Middle Americans earned $50,000, the 
top 15,000 families in America averaged 
over $27 million each! 

+ America's income disparity is so severe that 
Middle America's income is nearly invisible 
on a chart with America's top income levels 

$30,000,000 

The Top .01 % Make 547 Times 
More than Middle Americans 

__ $27.342,212 

$2S'(XIO,OOO +-1 --

• e $20,000,000 ~, ~ 
o 

~ 
5 

! .s $15,000,000 

• 
! 
~ 
~ $10,000,000 • 

$S,ooo,OOO +-----~ ~ 

$11.612 $29,40$ $49,942 
so 

0 - 20% 20 - 40% 40 - 60% 

$79,457 

60 - 80% 

$3,238,386 

$443,102 
$878,139 

$127,184 $211,476 

90 - 95% 95 - 99% "' - 99.5 - 99.9 - 99.99 -
99.S% 99.9% 99.99% 100% 

' First four quintile data points: US Census BlU'l'all, Table H .J, Mean H OU5<'hoid Income Received by Earn Fifth and Top5%, 2008. Remaining dala: Piketty and Saez (2003), Table 0, sen"" update<! to 2008 on July 17. 2010 
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+ Let's say each floor represents how much 
an average American earns in a year 

+ It would take more than 5 Empire State 
Buildings, stacked one on top of the other, 
to equal the income of just one family in 
the top .01% of America 
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100% 

75% 

+ 47% almost half of America's annual 
income is now earned by the top 10% of 50% 

America's families* 

+ The bottom 90% of America the rest of us 25% 

-only earn 53% of America's annual 
income* 

'Edward N. Wolff: Rcctnt TmW In HIIUJtIloUl Wt.oll/r in ~ Un/ltd Sial..: Rising lkl1t ",,4 1/", MiddlM:11IM Squ«U - "" Upd~lt 10 200], 
Working PJp!!!' No. 589, M ... dl2010. Levy Economlcs lfllltitu!~ orBan! Co\Jeg<' 

0% 

The Top 10% Take 47% of All Income 

Share of US Income 

The Rest Next 5% Next 4% Top 1% 



erica's we 
• 
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even more une u The Top 10% Take 73% of All Wealth 

=================================== 100% 

+ Wealth is measured as net worth, or the 
value of everything you own minus your 
debts 

+ 73% almost three-quarters of America's 
wealth is owned by the top 10% of 
American families* 

+ The bottom 90% owns just 27% of all US 
wealth* 

"Edward N. Wolff. ~nll 7modlin HOIIMIIoU Wtalth in 1M Unittd SIRIn: Rising LNbt ",,4 IN MiJJdlt-Cl/W Squreu- 1I7I Upd~tt 10 2007, 
Working r .. per No. S89, Mltm 2010. Levy Eronomlcsinslltute of &rd College 

75% 

50% 

25% --

0% --

The Rest 

Share of US Wealth 

Next 5% Next 4% Top 1% 



Our wealth disparity is 
shocking when you exclude 
homes 

+ This calculation emphasizes items like 
stocks, bonds and other investments 

+ 83% of America's non-home wealth is 
owned by the top 10% of American 

100% ---

75% 

50% --

families 25% 

+ The bottom 90% of America owns just 17% 
of all non-home US wealth 

"Edward N. Wolff: Ret;mt Tmtds in Hau",/wld Wealth in 1M Uniltd Sial." Rising Debt <md 1M Middlr-C1Dss S<j'Utnl! - "" Update 10 2007, 

Working Paper No. 589, March 2010. Levy EronomiCli institute al Bard College 

0% ---

The Rest 

The Top 10% Take 83% 
of Non-Home Wealth 

Share of US Non-Home Wealth 

Next 5% Next 4% Top 1% 



leads to 

+ With very high income, you can afford to invest a 
lot of money 

+ You can also buy riskier, long-term investments, 
which leads to higher compound interest and higher 
returns 

+ People who have large investment portfolios are 
frequently offered rare investment opportunities, 
such as initial public offerings 

+ They also hire top investment advisors, who can't 
afford to work with small portfolios 

+ All of this leads to even higher income, and the 
ability to invest even more money 



of erica's income. Both times, disaster followed 

Just before 
Great 

Depression 

• • 

'" t-----lf-----------_ 

". 

'" 
". 

",% 

38% - . -- - . --

". 

'" 
32% -

,~ --------------------------v ~ ~ ~ ~ » ~ ~ w _~ _~ ~ ~ ~ ~ N ~ ~ ~ 
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~' ~' f f 

Source: l'ikot'Y and Sae:z (2003), Table AJ, series updatl.'d to 2008 on July 17, 2010 

Just before 
Great 

Recession 



Last time it took tremendous 
effort to frx such disparity 

+ The American people elected FDR and 
gave him super majorities in Congress 

+ He initiated, and Congress approved, 
hundreds of acts to reverse the devastating 
effects of income and wealth disparity 

+ Most of that work has been systematically 
undone ... 

+ ... by every Administration since FDR 
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Balanced corporate taxation 

Aggressive high income taxation 

Aggressive estate and inheritance 
taxes 

Strict regulation of aggressive 
investing 

Severe punishment for securities 
violations 

Strict retail / commercial banking 
separation 

Gone 

Gone 

Gone 

Gone 

Gone 

Gone 



In our economy, there is a huge 
gap between m and reality 

+ Myth: 

What is good for business is good for 
America, so strict business regulation is 
unnecessary 

+ Reality: 

Without strict regulation, what is good for 
business is only good for the wealthy few, 
at the expense of everyone else 
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+ ... we continue to explore our daunting 
economic problems 





OcrupyCal GeneralAssembly, November 15, 2011. Photo by D. H. Parks 

Economics 
Aligning Our Money With Our Values 

Part 3 
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+ ... we discovered how the Supreme Court 
and Delaware Corporate Law favor the 
wealthy few at the expense of ordinary 
citizens 

+ We also explored several urgent economic 
• Issues 

+ In Part 3, we continue that examination 
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Economists are an integral 
part of gove ent 

+ Economic advisors have aided governments 
throughout history 

+ In the US, economists playa prominent role in 
every branch of government, especially: 

• The Federal Reserve (i.e., "The Fed") 

• The Treasury 

• The President's Council of Economic Advisors 

• The President's Economic Recovery Advisory 
Board 

U.S. DEPARTME T OF T i lE TREA URY 

~ Council of Economic Advisers 



The Fed is a 

Starting with the most recent: 

+ Ben Bernanke: PhD in Economics from MIT 

+ Alan Greenspan: PhD in Economics from 
New York University 

+ Paul Volcker: economist from Harvard and 
the London School of Economics 

+ In fact, since its creation, only one Fed 
chairman was not an economist: G. William 
Miller 



5 of the last 6 Treasury 
Secretaries were economists 

Starting with the most recent: 

+ Timothy Geithner: economics degree 

+ Hemy Paulson: banker 

+ John W. Snow: economics PhD 

+ Paul O'Neil: 2 degrees in economics 

+ Lawrence Summers: economics PhD 

+ Robert Rubin: economics degree 



• • • 
,,--omeo 
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ese economIsts are Incre I 

Hank Paulson $700 million Financial Services 

Robert Rubin $100 million Financial Services 

Larry Summers $ 20 million Financial Services 

Alan Greenspan $ 10 million ? 
• 

• wsj.rom, nytime5.rom, forbes.rom, e<>lebritynetworth.com 
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The Supreme Court often 
considers input from 

• econoIIllsts 

+ To find out how often, just do a web search for 
"supreme court amicus brief economist" 

+ You will find page after page of results 

+ Economists have presented findings addressing 
every subject imaginable. For example: 

• 17 economists, including 5 Noble Laureates, 
presented a brief discussing the economics of 
copyright extension (Eldred v. Ashcroft, 2003) 

• 19 economists filed one discussing the 
economics of antitrust law in sports (American 
Needle v. NFL, 2010) 
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Many economists are 
employed by political lobbies 

+ Americans for Fair Taxes (AFFT) is a lobbyist 
for replacing income taxes with sales taxes 

~ They have a Chief Economist who recently 
presented before the House Ways and 
Means Committee 

+ The Concord Coalition, a lobbyist for 
eliminating the budget deficit through 
entitlement program cuts, has a Chief 
Economist 

~ She previously served on the House Ways 
and Means Committee 

~ic 
Ecot\Ol\."" 

rot \lite 



• 
L... conomlsts seem to 

ere! 

+ They have infiltrated the study of nearly every 
aspect of human life 

+ For example, economist are involved in studying: 

• Crime and law 

• Family dynamics 

• Prejudice 

• Personal tastes 

• Irrational behavior 

• Culture and religion 

I house rovemIln k"dzu 



Economists ost always 
support the politics of their 
employer 

• No surprise, right? 

• Otherwise, why would they be paid? 

• So, the Chief Economist for the Democrats on the House 
Ways and Means Committee ... supports the Democrats 

• And, the Chief Economist for the Republicans on the 
House Ways and Means Committee ... supports the 
Republicans 

• Or, the Chief Economist for AFFf provides economic 
arguments that ... support elimination of income taxes 

• And, the Chief Economist for the Concord Coalition 
provides economic arguments that .. . support cutting 
entitlement programs 

Do As 
You Are Told! 



at happens when an 
economist disagrees with their 
employer? 

+ They're fired! 

+ Take the case of Treasury Secretary Paul 
O'Neil 

+ He was fired by President Bush in 2002 

+ One of his offenses: reporting that a 66% 
permanent income tax increase was needed 
to fully fund social security and medicare 



• 
econo sts 

ort cuts ... 

+ ... for corporations and the wealthy few 

+ One economic theory is called the Laffer Curve 

+ According to Arthur Laffer: 

Over the past 100 years, there have been three major 
periods of tax-rate cuts ... Each ... was remarkably 
successful as measured by virtually any public policy 
metric * 

+ His claim, excuse the pun, is laughable! 

+ Apparently, Arthur Laffer thinks income 
disparity is not a public policy issue 

• Arthur B. l.ir.ffi:.~ 1M uffrr Curw: P(JJI, PI'Ut1lI, _"d Fulllrt', The Heritage Foundation, ) ...... 1. ~ 

The Laffer Curve 

100% Tax Rates 

j 

o 
Revenue, ($) 

Sourc:e: Arthur B. Laffer 



reac 

+ Many believe that markets should be self
regulating 

+ One would think that the Great Recession 
disproved this economic theory once and 
for all 

+ But economic "religion" is slow to change 

+ Metaphorically, many economists still 
think the world is flat, and that the 
universe revolves around the Earth 



ets are never 
ee 

+ Rules are always needed to govern 
financial exchange 

+ People won't trade without the protection 
of rules 

+ Most rules governing our economy are 
rarely questioned, even by "free trade" 
advocates 

Examples of Non-Free 
Trade Rules 

.{ Copyright protection laws 

Patents 

Intellectual capital laws 

Accounting rules 

.{ Insider trading rules 

Price fixing laws 

Financial disclosure rules 

.{ Contract laws 

.{ Shareholder rights laws 

Real estate laws 

.{ Theft and embezzlement laws 



• en an econormst 
••• 

+ ... what they're really saying is: 

~ Leave the rules alone; they serve me well 

~ I want new rules that serve me better 

+ Economists who support free markets 
aren't backed by economic "truth" 

+ But, they are backed by the wealthy few 

I 
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The Trend in Median Income Is Negative 
2.8%,-

2.4%~o __ 

-1.3% 
-1.6z:;.% __ __ ~-

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 
Source: u.s. Census Bureau, CUlT1!nl Population Survey, Annual Social and Economic Supplement .. Table P-7, median individual income, 2010 doUars,.l"'l'CI'nt change ... lath'!' 10 2000 
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any economIsts InsIst 

markets are "efficient" 

+ Economists say the forces of supply and 
demand bring market equilibrium 

+ If markets were efficient, then: 

~ Investors would only buy and hold 

~ We would not have recessions and 
depressions 

+ Since most trading volume is short-term 
oriented, and we obviously have recessions 
and depressions, then economists are very 
wrong-markets are anything but efficient! 

- - -

I 
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50th Percentile Pay as a Percent of the 90th Percentile 

2007 2008 2009 
Source: Congressional Budgt'l Office, February, 2011, Hourly Wag<'s, Selected P"!'l'enliles, Men and Women, Ages 16 to 64 



• • • 
~ conomlsts 1 e t elr 
con icts 0 interests* 

+ Darrell Duffie of Stanford Business School 
did not reveal in his recent book that he sits 
on the board of Moody's, the credit rating 
agency 

+ Laura D'Andrea Tyson, former advisor to 
President Clinton, does not advertise that 
she is a director of Morgan Stanley 

+ Richard Clarida, ex-Treasury official for 
President George W. Bush, does not list 
that he is an EVP at Pimco, a major bond 
fund manager 

"The New York TImIlI, 5l'WC'1I Chan. kad"",1c EcullOmi.!1J to eo ... ;;u, fUries Cob, Derember 30, 2010 
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~ conOIDIsts are Ire 

+ Economists consistently demonstrate they can 
prove anything with numbers 

+ Economists work to please their employers, 
otherwise they get fired 

+ Economists create "evidence" to support their 
employers' points of view 

+ The underlying economics of economics is simple: 
create economic proof that your employer is right 
and you will be paid; if you don't, you won't 

+ So, if you really want to understand an 
economist, find out who is paying them 
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• 
co e 0 et lCS 

+ If a physician can lose their license for 
malpractice ... 

+ ... and a lawyer can be disbarred for 
disregarding the interests of their client ... 

+ ... then economists should be jailed for 
profiting at the expense of common citizens 
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One popular measure of the 
economy is the stock market 

+ We constantly hear reports about whether 
stocks are up or down 



But stocks are irrelevant 

+ The bottom 90% of households owns less 
than 20% of all stocks* 

+ So, stock market prices are irrelevant to 
most families 

°An interview with Edward Wolf, TIlt WrAIth IJivUh, The Multinational Monitor, May, 2003 

The Top 10% of America Owns 
80% of All Stock 

10% 80% 

20% 
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out 

+ It stands for Gross Domestic Product 

+ It measures the value of all goods and 
services bought 

+ If GDP is rising, economists say things are 
good 

+ If GDP is falling, economists say we are in 
• a receSSlOn 
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+ ... more of us would be well-served by the 
economy 
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Ask what your 
economy 
should do for you 
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Here's what I think 
people want economically 

1. Safety: Obtain basic food, clothing, shelter, 
and education 

2. Stability: Live a predictable and 
sustainable economic life; no big surprises 

3. Fairness: Rely on a level playing field; rules 
serve the greater good; rewards are 
proportional to effort; enforcement and 
justice are balanced 

4. Fulfillment: Meaningful, stimulating work; 
professional fulfillment and recognition 

Economic Needs Hierarchy 
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Economic Needs Hierarchy 

Fulfillment 

Stabili!J, 

Safety 



• 
encans 

are poor or low-income US Census Bureau: Poverty Statistics 

100% 

+ 34% of families live below the low income 50% 

line of $44,600, or 104 million people 

+ 15% of families live below the poverty line 
of $22,300, or 46.2 million people 

0% 

Poverty 

'Us Ceruus Burenl, Imvmt. Plwtrly. ,lid ~~'h INfU,,,,,,,,,CO\lmIg< in IN U"Utd 51_In: 2010, September, 2011) povt'rty and tow lnrome line bMed on weighted aver.tgc' famUy of four 

Percent 

Low Income Rest 
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ar est ... Percent Living Below Poverty Line 
30% 

20% 

10% 

0% 
Black Hispanic Asian White 
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a u ts Percent Living Below Poverty Line 
30% 

20% -

10% 

0% -
Under 18 18 to 24 18 to 64 65 and Over 

-us CenJus BUl'I'iU, Inromt, "-"y, _lid HtjJJllI 11l5wr""u COOitnIgr ;n 1M Unitnl S/Qlu.: 21)11), September, 2011 
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eIr parent S Income ... 

============================== 

+ ... 45% of young adults (age 25 - 34) live in 
poverty 

Percent of Young Adults (24 - 34) 
Living Below or Above the Poverty Line 

100% 

50% -

0% -

Below Above 



more s 
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statIstIcs: 

+ 50 million people do not 
have health insurance 

+ 48 million people did not 
work even one week in 2010 



Most developed nations 
provide universal healthcare 

+ The countries in orange have it, the ones in 
yellow are seeking it, and the countries in 
grey do not have it* 

"hup: /Im-w'kiprdj'oq; / wlkl / UnlyeryJ health (Ire 



e must conc u e: 

1. Our economy is not safe 
for the majority of 
Americans 

2. Minority groups 
suffer far more 
than everyone else 
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Economic Needs Hierarchy 

Fulfillment 

Stability 
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+ We keep getting this wrong! 

+ If we want a reliable economy, then we 
need fairly level markets 

+ It is hard for politicians to get elected by 
saying this, but it's true 

+ Level financial markets are a lot better than 
steep growth or steep decline 
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S&P 500 Trading Volume 

S&P 500 Stock Price 

US Company Profits 

Date 
Volume, I'riCl' Source: Yahoo Finance, S&P 500, first trading d ay of month data, daMng prices adjw;ted for dividends and splits. 
Profit Soun:e: Bu",." of Economic Analysis, NII'A Table 1.10: Gross DomesticInrome, Une 19: Annual corporate profitsailer tax. 

reP 

Trading volume 
is totally out of 
line with stock 

prices and 
profits! 
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vo ume ... 

+ ... is the same as rampant speculation 

+ And rampant speculation ALWAYS leads 
to market crashes 

+ Alan Greenspan called it "irrational 
exuberance" in 1996* 

+ He ended it by raising interest rates in 1999 
and 2000 

+ The resulting "dotcom" crash corrected for 
a decade of speculation 

"Ri!marks by 0Wnrutn Alan G,...,nspan.. Annual Dinner and Francis Boyer Lecture of 1'he American Enterprise Institute for 
Public Policy Researd!,. Washington, D.C., December 5,1996 
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urt In eras es 

+ Jobs are lost 

+ Life savings are lost 

+ For example, $5 trillion in market value 
was lost in the dotcom crash (March 2000 
to October 2002)* 

NASDAQ Com 
'~ r-------------------~----~---------.-------------

Price 
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.~ ~----------------------------------

. ,~ 
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> -• o ,~ 
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,~ t-------------------~~~--------------------~---

o ~--____ --__ --__ --__ --____ --__ --__ --__ --____ --__ --_ 
1/3/90 1/3/91 1/3/92 1/3/93 1/3/94 1/3/95 1/3/% 1/3/97 1/3/98 1/3/99 1/3/00 1/3/01 1/3/02 1/3/03 

• Los AngeJesTimes, Fears of Dot.(:om Crash, Version 2.0, Olris Gaither and Dawn C. Chmielewski, July 16, 2006. NASDAQ data from Yahoo Flna ...... , daily c1o!;o, adjusted forspHIs and dividend. 
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eWWlnners 

+ Financial services firms get paid per 
transaction, regardless of whether the 
market goes up or down 

sa 

+ Volume is what they want, and it's what 
they've been getting for decades now, at 
the expense of market stability 

• NASDAQ data from Yahoo Finane.., daily dose adjusted for splits and dividends 

NASDAQ Composite Price 
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+ ... has helped the financial services sector 
take profits from the rest of America's 
economy 

+ Excessive trading volume only serves the 
wealthy few 

+ It is NOTHING more than legalized 
gambling 

+ We need the financial sector to serve the 
overall economy, not use our deposit 
money to feed their gambling habit! 
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Financial Sector Share 
of Corporate Profits 
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1980's deregulation enabled 
excessive trading volume 

+ In 1982 the SEC (Securities and Exchange 
Commission) cut the net capital 
requirement for securities trading firms in 
half from 4% to 2% * 

+ Other risk protection standards were also 
reduced 

+ This greatly increased their ability to take 
more risk, and increase trading volume, 
without increasing assets 

• 48th Annual Report of the Securities and Exchang<' Commi",;on, Fiscal year I'ndl.'d September 30, 1982,. page iv and 26 

President 



1980's dere ation enabled 
excessive trading volume 

+ In the 1980s, the CFTC (Commodity 
Futures Trading Cormnission) approved 
many new types of futures and options 
securities* 

• AnnWlI f'I"J'OIU ""bmhll'<i by the crrrc 

I 1 

reasury 

I 



1980's dere ation enabled 
excessive trading volume 

+ In December, 1984 the SEC, CFTC, and the 
Fed jointly reported to Congress that: 

" ... options and futures serve useful 
hedging and arbitrage purposes and do not 
adversely impact capital formation"* 

+ This report was made despite 
unprecedented transaction volumes 

• 50th Annual Report 0( the SecurlUC!I and Exchange Comrn.isslon, Fioca! year ""dl'd September 30, 1984, page lU and 22 
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+ In 1987 the SEC was seriously concerned 
about market volatility and derivatives* 
but did nothing, despite the Black Monday 
(October 19, 1987) stock market crash, 
when the Dow fell 22.6% 

• 53rd Annual Report ill the Securities and Exchan&" Commission, Fiscal year ended September 30, 1984, page 3 

Black Monday: October 18, 1987 
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Dow Jones Industrial Average. Data from Yahoo Finance. daily dose adjusted for dividends and splits 
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+ Financial market regulators, the President, and 
Congress, all failed to accept that financial 
deregulation had created highly unstable markets 

+ Interestingly, the SEC, the CFTC, and the Fed are 
all "independent regulatory agencies" 

+ In other words, these highly important regulatory 
agencies are neither fish nor foul; neither 
government nor private 

+ They are, in fact, oxymoronic, inherently 
contradictory, "derivative" experiments in 
organizational structure that have failed 
miserably 



Simply put, our gove ent 
does not have ... 

+ ... sufficient power to regulate the financial 
services industry 

+ And what power it does have has been 
used to dismantle important financial 
regulations 

+ The result has been disastrous for most of 
us 

+ But financial deregulation has helped a lot 
of politicians get elected, and has helped a 
few people get very, very wealthy 

HOn Street, Pay Vaults to 
Record Altitude" 

(WSJ, 2 / 2/11 ) 

HWall Street Pay Broke 
Record Last Year" 

(Huffington Post, 4/ 4/ 11) 

HWall Street Pay: A Record 
$144 Billion" 
(October 12, 2010 by legitgov) 



at will it e to clean up 
the excessive volume mess? 

+ 30 years of financial services industry 
mismanagement must be reversed 

+ My top 5 corrective steps are: 

'I deflN' der!vu,v1!5 very brooodly to !nclude eV~'Yth!"g excq>llong·term, long (rather than . hert) poIiltloru;, In lM!lc stocks and bond~ 

1. Disaggregate the financial services industry 
so that we once again have smaller financial 
institutions 

2. Restore conservative net capital 
requirements (strictly limit financial leverage 
or risk) 

3. Greatly reduce the number of derivatives, * 
and strictly regulate what remains 

4. Set aggressive caps on financial pay 

5. Greatly increase SEC, FBI, and CFTC 
enforcement 



How will we ow if our 
ilized? 

1. Trading volume will drop radically, 
back to historical levels 

2. Most hedge- and derivatives-based 
businesses will shut down 

3. Financial firms will be much smaller 

4. Financial services profit will return to 
about 15% of total corporate profits 



Maintaining a s Ie economy 
es constant vigilance 

+ Human nature, when combined with 
economic power, is inherently destabilizing 

+ We keep forgetting that: 

+ Maybe someday the economics profession 
will truly dedicate itself to detecting 
unhealthy, unsustainable economic 
dynamics 

Certain financial dynamics are ALWAYS 
unsustainable: 

1. High growth 

2. High risk 

3. High volatility 

4. Huge business size 

5. High financial company profits 
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oar ... 

+ ... we have shown that our economy is not 
safe or stable for the majority of Americans 

+ Now we examine whether our economic 
measures are fair 



on't 
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~conomlsts 
• 

measure aIr 

+ Especially when it comes to pay and 
unemployment 

+ Economists know better, but they often use 
measures that distort the Ll'Uth 

Income is up! ) 
'-------

Joe 
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IS ve S ewe 

+ Every economist knows pay is extremely 
right skewed 

+ This means average pay is significantly 
higher than median or mode pay 

+ So, whenever an economist talks about 
average pay, they artificially inflate the 
truth, which is: 

~ Most people earn less than the average 

Typical Pay Distribution 

Amount of pay 



Pay dispari is en led by 
deceptive pay measures 

+ Economists report: "pay is going up" 

+ But they use averages 

+ They do not tell the true story 

+ So, egregious pay practices continue 
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• 
measure IS to: 

+ Use percentiles, not averages 

+ Measure on an annual basis, not hourly 

~ Otherwise, you miss the impact of 
layoffs, unemployment, etc. 

+ Include all types of compensation, not just 
salary or wages 

~ Otherwise, you miss all the "extras" that 
people on the top are paid 

Percentiles 

Annual 

Cash value of all types 
of compensation and 

benefits 

Averages 

Hourly 

Salary or wages only 



ent 
measures are unfair, too 

+ We hear lots of small nu mbers, often less 
than 10%, even during very hard times 

+ Why are the numbers so low? 

+ Economists ignore millions of people who 
are disgusted with the job market and have 

• gwen up 

+ Economists say these people" are not in the 
labor force" 

+ It's as if these people don't even exist 
"BUI'l'&\I of labor Slatlstlca, Hfll/J ,lit Gownll"trll MWIIMI U~tmploymtlfl, http: //www,blI,gorb;p&/q>> hra mblnl 

According to the 
Bureau of Labor Statistics:* 

"The basic concepts involved in identifying the 
employed and unemployed are quite simple: 

People with jobs are employed. 

People who are jobless, looking for jobs, and 
available for work are unemployed. 

People who are neither employed nor 
unemployed are not in the labor force . " 



To measure 

+ ... you only need two numbers: 

1. People who can work 

2. People who have a job 

+ The difference between the two is 
unemployment 

I can work 

I have a job 

Unemployed 
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g 

ent analysis ... 

+ ... includes everyone over 16, and excludes 
people in the military, penal institutions, 
and other institutions 

+ I would prefer to include military and 
institutionalized, and exclude those over 16 
who can't work for legitimate reasons (e.g., 
disability, old age, etc.) 

+ Maybe some day more accurate data will 
be available 

With that caveat, 
what does 
true unemployment 
look like? 
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+ The simple answer: there aren't enough 
jobs 

+ But let's dig a little deeper 

orry . .. 
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Male Share 

Female Share 

SOurce: Bureau of l.3bof Statistlt5, Current Population Survey, Table A· I, !seas) Employment December: Total, Men, Women, calculatiOlU 
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+ ... women got more jobs 

+ Why? 

+ The simple answer: Women are paid less 
than men 
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Now let's shift our focus to 
unemployment for young adults 

+ The sad fact is that young adults are hit the 
hardest 

+ Even when using traditional measures, 
their unemployment level is the lowest 
since tracking started in 1948* 

Unemployment Rate, Age 18 to 24 

2007 2010 
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+ These common, harsh messages assume: 

• There are plenty of fair jobs out there 

• All it takes is reasonable effort to get one 

• It's better to work at a low-paying job or a 
boring job than not work at all 

+ These assumptions are unfair 

+ Our high unemployment rate sends a very 
powerful, unavoidable message: our 
economy doesn't offer enough good jobs! 
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+ In 1903, union membership was 7.5% 

+ It peaked in 1954 at 28.3%--hardly an 
impressive level 

+ And, union membership has been on a 
steady decline ever since 

-t 

Union Membership Has Declined Steadily 
Since the Mid-1950s 
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Labor unions failed despite 
broad public support ... 

Do yilt, UI'"rot'C (,rdi..'4II'I1n'l'f: n/lahar UllimlS? 

• -'i ApllnM 

" ........ _-//;0 

30 01 

::\0 

"\1 U'P 

'-... '61 '6- 'kA '7,\ '. 1 .J.,.,... os, oM,) 'H9 '93 ',.., '01 'O.i 'oq 



Oln on? 
• 

at IS 
• 

+ As discussed previously, the Supreme 
Court and our laws favor corporations 

+ So it should be no surprise that the 
Supreme Court has systematically 
undermined labor unions 

, 
\ 

-•• 

, . , . . " 
Labour union demonstrators surrounded by soldiers during the 1912 Lawrence textile strilu> in Lawrence, M2S ".-!,Usett5 



ere are some 
es 

+ In 1980 the Supreme Court ruled in the 
Yeshiva University decision that college 
professors do not have the right to 

• • uruonlze 

+ The rationale: college professors are part of 
management, and managers are not 
protected by labor union laws 

+ This decision by the Court ensured that the 
Nation's managers would be pitted against 
workers and their rights 

ege 

Unl 
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+ ... the Supreme Court ruled in the First 
National Maintenance decision that 
companies are not obligated to bargain 
when they close a location, even if that 
location was under a labor contract 

+ The Court did not want to interfere with 
management's mandate to serve 
shareholders despite whatever labor 
contract had been signed by management 

Site 
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+ ... the Supreme Court ruled in Boys Markets that 
all labor union strikes, for any reason, are 
illegal during the term of a labor contract 

+ In other words, there is a double standard: 
labor unions will be held to their contracts, but 
management won't 

+ These three decisions dramatically undermined 
union effectiveness and doomed them to near
irrelevance 

+ And remember, these anti-union decisions were 
made by the Supreme Court despite broad 
public support for unions 

Con 
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+ ... does not mention unions 

+ According to Delaware, and corporate law, 
unions do not have any official rights in 
corporations 

HOMli > TITl j;: II > CHAPTERJ 

§ 101 § IO~ § 103 UJM U~ 1M §.lJ11 iNI!. i 1091 J 10 § J 11 Ull lID § ill 

TITLE 8 

Corporations 

CHAPTER 1. GENERAL CORPORATION LAW 

Subchapter I. Formation 

§ 101.lncO<]XIratoro; how corporation funned; purposes. 

(a) Any person. partnership. association or corporation. singly or jointly with nth"",. and without ugard 
to such person's or enlily's resilknce. domicile Or state of incorporation, may inCOIpOrnle or organize a 
corporation uoder this chapler by filing with the Division of Corporations in the Department of Stale a 
certificate or incorporation which shall be ,,>.eculed. acknowledged and filed in acconla",:e with § 103 of 
this title . 

(b) A corporation may be incorporated ill organized under this chapter to conduct Or promote any lawful 
business Or purposes, except as may otherwise be provided by the Constitution Or other law of this State. 

(c) CorporJlions for construcling, maintaining and operating public ulililies, whether in or outside of 
Ihis Slale, may be organized under this cltapler , buI corporalions for conslrucling. maintaining and 
openoting public ulililies within this Slale shall be subje<..1 10, in addition 10 this chapler, the special 
provisions and requirements of Tille 26 applicable 10 such corporations. 

g Del. C. 1953, § 10 I: 56 Del. Laws, c. 50; 70_DeI. La~. c~18ti. § I ; 7J) De l. YW! , c ~5g1L § I ; I I Del. 
/o.aws , c. 339, § 1.; 

§ 102. Conlenls of certificale of inCorporalion. 

(a) The C<lrtificale of incorporalion shall sel forth: 

(I) The name of !he corporation, which (i) shall con lain I of !he wonls ' aSsocialion,' 
' company,' ' corporalion,' ' club,' ' foundalion,' ' fund ,' ' incorporaled,' ' inslilule,' ' sociely,' ' union ,' 
' syndicale,' Or ' limiled,' (or abbrevialions Ihereof, wi!h or withoul punclualion). or words (or 
abbreviations !hereof, wi!h or withoul puncluation) of like import of foreign counlries or jurisdictions 
(provided !hey are wriuen in roman characlers or leuers); provided, however. !hal !he Division of 
Corporalions in !he Departmenl of Slale may waive such requiremenl (unless il delennines Ihal such name 
is . or mighl otherwise appear 10 be. Ihal of a nalural person) if such corporalion execules . acknowledges 
and files wi!h Ihe Secretary of Slale in accordance with § !O3 of Ihis tille a certificale staling !hal ils lotal 
assets. as defined in subseclion (i) of § 503 of this lille. are not. less than $!O,ooo.(XXl, (ii) shall be such as 
10 dislinguish il upon !he records in !he office of !he Division of Corporalions in !he Departmenl of SUlle 
from the names that are reserved on such r{'cords and from lhe nameS ml such reeonls of " 'lell other 
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+ The Supreme Court and our laws have: 

~ Ignored public opinion 

~ Tilted the playing field grossly in favor of 
corporations 
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+ Unions fight for a fair economy 

+ We need to aggressively protect and 
support them 

MIN" 
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ROCK NETROOTS 
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+ ... destroyed by large corporations 

+ The most pervasive technique has been 
predatory pricing, or undercutting small 
businesses with ultra-low prices 

-
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1. Leverage your large size to demand special, 
low prices from your suppliers 

2. Charge very low prices to consumers 

3. Force small competitors out of business 

+ The fancy terms used to justify this unfair 
practice are: "volume discount" and "class of 
trade" 

+ But the results are undeniable: small 
businesses pay higher prices and are forced 
out of business 



From ere, the strate 

+ While people hate big chain stores like Wal-Mart, they still 
shop there 

+ Why? They can't afford to pay higher prices, because they 
are so poor 

+ And why are they poor? Because chains like Wal-Mart force 
everyone's wages down* 

, The average sales associate at Wal-Mart earns less than 
$14,980 a year** 

, That's below the poverty line for a mother and child*** 

, To try and compete, all other businesses pay like Wal-Mart 

+ Low wages make us dependent on those same corporations 
that made us poor in the first place! 

$16,000 

$12,000 

$8,000 

$4,000 

$0 

Wal-Mart Pays 
Poverty Line Wages 

Poverty Line 

1 Mother, 
1 Child*** 

Wal-Mart 

Sales 
Associate** 

'Arindrajit Dube, UC Berkeley Labor Center, Imp<ldvfWal-Mart Growtlt 011 Elimj~K" IhrollgltoullM iUlaii Sector i~ Ur""" <md Rural Cmmlil'S. November, 2005; ··www.maldngrnangeatwalmart.org.quotingmISWorldresearchstudy,$8.81perhrx34hrsaw..ekxso weeks _ S14,980; 
" ' US Census Bureau, In"""., Puverty, tmd Hl'allit [""un",,,,, Cowrage in 1M United Slalrs, 20lQ, Appendix B. 
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+ The Robinson Patman Act of 1936 was 
specifically passed to protect small 
businesses from predatory pricing favoring 
large businesses 

+ The Federal Trade Commission was charged 
with responsibility for enforcement, with 
support from the Department of Justice 

+ They have totally failed to implement the 
law 

+ They have catered to the interests of large 
corporations and the wealthy few 
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+ ... we need more than another law 

+ We need a constitutional amendment to 
end predatory pricin~ ... 

+ ... and we need to make the Federal Trade 
COIIunission part of the Department of 
Conunerce 

+ The notion of an "independent government 
agency" has proven to be totally ineffective 
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s s with Ad mith 

+ Smith's theory was that the wealth of 
nations depends on investors* 

+ They save their money, then invest it in 
businesses, which create profits, which in 
aggregate represents national wealth 

+ Without investors, employees have no 
wages, economies do not grow, and nations 
have no wealth 

+ In Adam Smith's view, workers were just 
• an economlc expense 

"The Wealth of Nations, 1776 

1. Labor 
2. Raw materials 
3. Plant, equipment, etc. 

Investments 

-' § 
Profits 
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+ ... Adam Smith got it completely wrong 

+ The people, the citizens, the workers they 
are the reason we have an economy in the 
first place! 

+ Investors are a small piece of a much 
bigger picture 

+ So, from the perspective of common 
citizens, national wealth depends on 
workers far more than investors 

Economies Are For People! 

• o • 
o • 
o • 
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+ ... economic power was tightly held by the 
• soverelgn 

+ Adam Smith helped the wealthy few wrest 
economic control from the sovereign 

+ But this did little to help COllul10n citizens 
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+ Business is NOT funded by investors 

+ Perhaps back in Smith's day investors 
drove economic growth 

+ But that's nowhere close to true any more 

+ Today, businesses rely on creditors like 
banks for funding, not stockholders 

Business Is Funded by Creditors 
$1,500 ..-

Creditors Stockholders 

$1,000 1---

-• • ~ 
• -• • '500 
1 • • • • , • 

-'500 

-$1,000 ~' -

Source: F~~ ~ b.eI, 11 Tlobie f .101 fIoftII....,.;I .. awneu_1 now" Une 28 Credit ~im""""'nu; u... 35, COIpcMltllQuitll1 
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investors! 

+ That's right: Businesses use their money to 
buy back stock 

+ They do this to push up stock prices 

+ This is great for investors and the wealthy 
few, but it does nothing for the economy 

-
& = • -

Business Is Funded by Creditors 
$1,500 ,--

Creditors Stockholders 

$1.000 t----

-$1,000 -
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+ ... return, or profits, are earned by the party 
that takes the greatest risk 

+ In Adam Smith's view: 

~ Employees take no risk because they are 
paid wages 

~ Investors take all the risk since they do 
not earn profits unless sales exceed costs 

~ So, investors should get all the profits 

The Risk/Return Trade-Off 

Return 

Risk 
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+ His faulty logic has been used to justify 
centuries of investor greed 

+ Employees rarely receive a fair share of the 
profits they create 

Coal miners in Ohio 
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+ ... Adam Smith mistakenly glorified 
investor risk and ignored employee risk 

+ The truth is employees have always taken 
profound economic risks 

+ The truth is employee risks are persistently 
ignored or minimized by countries like the 
US that practice severe capitalism 

The Risk/Return Trade-Off 

Return 

Risk 
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+ Even back in Smith's day, employees were: 
fired, underpaid, paid late, not paid at ali, 
or injured at work 

+ Worker risk is very high- not zero! 

Employee Risk 

Fired 

" Laid-off 

" Underpaid 

" Pay-cut, demoted 

" Late paycheck 

" Not paid at all 

" Injury 

" Bankruptcy 

" Foreclosure 

" Poverty 



+ For example, they can work exceptionally 
hard, so others get laid off rather than them 

+ But what happens to all the "average" 
workers? 

+ And, how long can someone's work be 
exceptional? 

+ Telling workers to avoid unemployment 
risk by "being better than everyone else" is 
not a viable long-term unemployment 
strategy, either for an individual, or a nation .. 
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+ Yes, workers can also manage the risk of 
income loss by finding new jobs or 
employers, or negotiating more hours or 
higher wages 

+ But it's hard to do! 

+ In contrast, it only takes seconds for 
investors to get on line and overhaul their 
investment portfolios 

Be an exceptional 
employee 

Find new job or 
employer 

Negotiate more work 
hours 

Negotiate higher wage 

Sell old investments 

Buy new investments 

Change portfolio risk 
exposure 

Change cash position 
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+ They only give their money 

+ And their money does not create company 
profits 

+ In contrast: 

• Employees give their time 

• And there would be no profits without 
them 



o 0 

'-' 0, t e rl t t n to 
o 

° IS 000 

000 s it t 
o 

e c aIm on 

com an ro °ts 

etween investors 

an em 0 ees 



• 
en we s It ro Its 

• 
fir • • • 

+ ... employees receive a 24% pay increase 

+ Here's the math: 

~ Profit per employee: $56,800 

~ Pay per employee: $38,300 

~ When you subtract out employee pay, you 
get after-pay-profit of $18,500 

~ Half of that belongs to employees, or $9,250 

~ That's a 24% pay increase 

1. Profit per employee* 

2. Pay per employee* 

3. After-pay-profit 
(#1 - #2) 

4. 50/50 Profit sharing 
bonus (#3/2) 

5. Pay increase 
(#2 vs. #2+#4) 

'Profit per employ .... bas.ed on Fortune50 rompaniEsa5 reported in 2011 for 2{llO performan"" by rnor.ey.rnn.rom. Pay peremplo)"'" from U.s. ems"" Bureau, Current Population Survey, Table P- 7, mean inrome 

$56,800 

$38,300 

$18,500 

$9,250 

24% 
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+ The economy is not an independent entity 
owned by the wealthy few 

+ The economy belongs to we the people 

+ We the people have given control of the 
economy to the wealthy few 

+ We the people can choose to take it back 

+ It's up to us 
, 
t 
I 
• 
1 _ ..... 

John Fitzgerald Kennedy: 

Ifia free society cannot help 
the many who are poor, 
it cannot save the few 

who are rich 
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... Only 45% of workers are satisfied at work* 

... These surveys: 

~ Only include people who have jobs, and 
they ... 

~ ... count people who say they are 

100% 

50% 

"somewhat satisfied" as "satisfied" 0% 

American Job Satisfaction* 

1987 2009 

'CNNMo,,",y.rom, Julianne Pepita ..... : US job satisfaction hils 22 year low, January 5, 2010, and The Conference Board, John M. Gibbons, I eo,,'j Get No ... Iob Salisfaction, TMt /5, January, 2010 
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+ Work" engagement" measures something 
deeper than "satisfaction" 

+ These employees are: 

~ Highly satisfied with their jobs, and 

~ Feel they make a substantial contribution 
to their organization 

+ Worker engagement of 33% is unacceptably 
low 

North American Employee Engagement* 

100% 

50% 

0% 
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+ Fulfillment is even deeper than 
engagement 

+ It includes: 

+ How many people do you think feel this 
level of fulfillment at work? 

+ I bet the number is way below 33% 

The High Fulfillment Work Experience 

..f Challenging, exciting, invigorating job 

..f Frequent opportunities to use unique talents and 
develop new skills 

..f Ample recognition and appreciation of 
contributions 

..f Exceptional rewards for exceptional 
performance 

..f Respectful, constructive, two-way feedback 

..f Abundant career advancement opportunities 

..f Easy access to management, management is 
open to feedback, management listens to 
employees carefully, and management responds 
to employee input 
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+ They don't think it's any of their concern 

+ Well, it should be 

+ Maybe we need higher taxes on 
corporations with low employee 
fulfillment! 

+ That would get their attention 

• 





OcrupyCal GeneralAssembly, November 15, 2011. Photo by D. H. Parks 

Economics 
Aligning Our Money With Our Values 

Part 4 
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+ ... we verified that our economy is not 
aligned with our values 

+ In Part 4, we discover how money is 
created 

Economies Are For People! 

• , . , 
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+ Federal Reserve System 

+ It issues statements like: 

~ "[The Fed] decided to keep the target 
range for the federal funds rate at zero to 
one-quarter percent" 

+ Most Americans have no idea what 
statements like that mean 

• • 
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• Maybe the Fed doesn't want to be understood 

• It frequently publishes statements that are more fiction 
than fact 

• For example, on its website the Fed claims it is:" 

, "an independent entity within government" 

, "not' owned' by anyone" 

, "subject to oversight by the Congress" 

• These statements are more propaganda than fact 

• A very different picture of the Fed emerges when all 
the facts are presented 

·www.federah_rve.gov/faqf/.bouU4986.htm 
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+ ... was initially established by the Federal Reserve Act of 1913 

+ The Fed has three main components: 

, Commercial banks 

, Regional Federal Reserve Banks 

, The Federal Reserve Board of Governors 

• Most people, including the American media, assume: 

1. Commercial banks are not part of the Fed 

2. The most important part of the Fed is the Board of Governors 
and its Chairman 

3. The Fed is acting on behalf of American citizens 

+ These are very inaccurate assumptions 

Regional 
Federal Reserve Banks 

Federal Reserve 
Board of 

Governors 
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+ We see their signs as we drive down the road 

• Many people and businesses use commercial banks for 
checking or savings accounts; or for loans or lines of credit 

• There are 4 large US commercial banks: 

• JP Morgan Chase 

• Bank of America 

• Citibank 

• Wells Fargo 

• All other banks are much, much smaller 

• These 4 banks have about half of all US banking assets' 
• Fed Statistical Relca5o!, Large Co mmerdlll Banb. "" of June 30, 2011 

JP 
Morgan 
Chase 

These 4 commercial banks own 
half of all banking assets 

Bank of 
America 

Regional 
Federal Reserve Banks 

Federal Reserve 
Board of 

Governors 
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+ ... its stock is only sold to commercial 
banks* 

~ The US Federal Government is not 
allowed to own any Fed stock 

~ Nor can US citizens or non-bank 
corporations 

+ In other words, commercial banks have a 
monopoly on Fed stock 

'Code at Fooeral Regulation!, nlle 12,. OuIpter II,. Subchapter A. Part 209 

Only Banks Own Fed Stock 

NO! Dank 
Corr,Ol "tions 

., ' ., ,-:. , 

t 'e: 
Federal 
Reserve 

Stock 

GOVE".r, 'lent 



Based on stock ownership, 
the Fed is deceptively named 

+ It's not really a "Federal Reserve Bank" 

+ If it was, it wouldn't have stock, or its stock 
would be owned by the federal government 

+ Most people assume the Fed is a federal 
agency 

+ The Fed does its best to perpetuate this 
misconception 

+ The truth: the Fed is a central bank for US 
conunercial banks 



Fed stock is sold in 

+ So, the four largest banks own about half of 
all Fed stock 

+ That's right: four corporations own half of 
the Fed 

+ This fact gives new meaning to the phrase: 
"Too big to fail" 

+ More accurately, it should be: "Too powerful 
to fail" 

+ Just think: 4 CEOs, representing 4 banks, 
have a controlling interest in the Fed 

'eadeof !,..dera! RcguiJtloM, TItle 12, OIapte. n. Subc:hapter A, Part 209 
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+ ... on their Fed stock of 6% a year* 

+ The Fed sends this dividend check to banks 
every month, even if the economy is in 
recession, or if a member bank has been 
fined for violating Fed regulations 

+ In contrast, US Treasuries only pay 3% ** 

+ So, commercial banks have a sweetheart 
deal with the Fed 

Banks Have a Sweetheart Deal 
With the Fed 

Fed Dividend to Banks US Treasuries 

'Code of Fl.'derai Regulations, TItle 12, a.apler n, Subchapter A. Part 209. " Board of Governors of the Froeral ReseI'V<' Sysll'm, s..lected interest Rates, H.15, 3O-year interest rate for January, 2012 



Fed stock is sold by the Fed's 
Regional Reserve B 

+ The Fed is divided into 12 regions 

+ Commercial banks buy stock in the region 
with their headquarters 

+ All big, national banks are required to buy 
stock in a Regional Reserve Bank* 

' Code at Fooera\ Regulation!, nlle 12,. OuIpter 11,. Subchapter A. Part 209 

, e .. .... 

• 
Alaska and HawaJi 

are pan of the 
San Francisco District 

York 

'. Richmond 

The 12 Federll Reserve Distrio:b 



Regional Reserve Banks are 
controlled by commercial 
b s 

+ Each Regional Bank has a board of directors 
with 9 members* 

+ 6 of 9 directors are elected by the Regional 
Banks' stockholders 

+ The Fed appoints the other 3 directors 

+ Then, the regional bank directors appoint a 
bank president from among their ranks 

+ In summary, commercial banks have more 
impact on the Fed's Regional Banks than the 
Fed's Board of Governors 

·wwwJederal"""'M!,any (pbtlfreria / Wrlt,bim 

Commercial 
banks elect 6 

directors 

The Fed 
appoints 3 
directors 

9 Regional 
Reserve Bank: 

Directors 
appoint 

1 Regional 
Reserve Bank 

President 
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+ ... has 7 members, all appointed by the 
President and confirmed by the Senate 

+ Among those 7, the President also appoints 
the chairman and vice-chairman, who are 
also confirmed by the Senate 

+ The Chairman, currently Ben Bernanke, is 
the "public face" of the Fed 

+ Since the Board of Governors are public 
appointees, they are answerable to We the 
People, right? 

• • • I I 

) 

J 
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+ Banks own all Fed stock, and banks control the 
Fed's regional banks 

+ Regional bank presidents are consulted before the 
Board makes major decisions 

+ In contrast, the President or Congress are rarely 
consulted before major Fed decisions are made 

+ By law, Fed governors may not be removed from 
office for their policy views, and no Fed governor 
has ever been impeached 

+ Fed governors serve 14-year, staggered terIlls; this 
severely limits the President's or Senate's impact on 
Board composition 

Conclusion: 

Banks have more influence 
over the Board of Governors 

than the US Government 
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+ During the recent financial crisis, the Fed helped the banks, 
but it did not bail out: 

• Victims of predatory loan practices 

• People who are jobless and unable to pay their mortgages 

• Small business owners who fell behind on loan payments 

• Students with huge loans and no jobs 

+ And, the Fed has not announced plans to: 

• Reduce bank risk-taking 

• End the transfer of wealth from the economy into the 
financial sector 

I 

SUPPORT 
H.R. 2755 
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+ The Fed strenuously resists full disclosure 

+ For example: 

, It refuses to publish a list of shareholders and their 
holdings 

, It stopped tracking a traditional measure of money 
supply called M3 without Congressional 
approval 

, It refused to provide details on the recent bailout 
until the Wall Street Reform Bill forced the Fed to 
relent 

+ The Fed consistently refuses to provide direct answers 
to questions from Congress 
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1. Set the reserve requirement for banks 

~ This is accomplished through something 
a lot like a "checking account" service 

2. Set overnight interest rates for banks 

~ This is accomplished through something 
much like an "overdraft protection" 

• servlce 
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+ ... for banks works like this: 

• 
n 
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1. Open a "Fed checking account" for each 
member bank 

2. Set a minimum cash balance, called the 
reserve requirement 

3. Collect checks written against the bank 

4. Subtract the checks from the bank's account 

5. Require the bank to replenish its cash 
accounts to satisfy its reserve requirement 

5. Require the 
bank to 

replenish its 
account to 
satisfy its 
Reserve 

Requirement 

1. Open a "Fed 
checking 

account" for 
each member 

bank 

4. Subtract 
checks from the 
bank's account 

The Fed's 
check clearing 

process 
2. Set a minimum 
balance, called a 

Reserve 
Requirement 

3. CoUect 
checks 
written 

against the 
bank 



The reserve requirement 
is a critical Fed re lation 

+ When the reserve requirement is high, banks are 
forced to keep lots of cash on hand 

+ This way banks won't run out of cash if 
customers suddenly withdraw lots of money or 
write lots of checks 

+ From the bank's perspective, high reserves 
reduce profitability 

+ From a consumer's perspective, high reserves 
keep deposits safe from risk 

+ Most consumers have no idea that banks put 
their deposit money at significant risk 

High Reserve Requirement 



en the Fed sets a low 
• 

reserve re lrement ... 

+ ... banks can: 

• Make more loans and investments 

• Take more risk with loans, such as add subprime 
loans 

• Take more risk with investments, such as futures, 
options, derivatives, etc. 

+ Sometimes, more risk leads to higher bank profits 

+ But higher bank risk eventually leads to bank losses; it's 
just a matter of time 

+ More importantly, consumers don't want their money at 
risk-that's not why they go to a bank in the first place! 

Low Reserve Requirement 



Low reserve requirements 
lead to disaster 

+ When the Fed was created in 1913, the 
reserve requirement was set at 18% 

+ By 1917 banks gained control of the Fed and 
forced the reserve requirement down to 13% 

+ While 5 percentage points may not seem 
like a lot to the average consumer, it is huge 
in the financial world 

+ Banks started taking much more risk 

+ In particular, they speculated in stocks 

30.0% 

i IS.!l% 

• 

lO.O% ~--

Reserve Requirement History 

Great 
Depression 

Source: fed .... 1 Reserve Bulle!!n, June. 1993; www.feder.lre ... "",.go"fm"""t.fYl)OIicvl'l!SO'M!feq.l>lm 



Banks and investors drove 
stock prices to ridiculous levels 

+ Stock prices did not increase in proportion to real 
economic growth; they were driven by unethical 
trading tactics, like: 

, Trading on insider information 

, Bribing publishers to print false financial information 

, Forming stock pools to manipulate stock prices 

+ One individual who built a tremendous fortune with 
such tactics was Joseph P. Kennedy Sr., father of 
President John Fitzgerald Kennedy 

+ One bank that built a tremendous fortune with these 
tactics was JP Morgan, which remains the largest bank 
in the US today 

.. 
'" 

2200 

~ 

~ 

'" 1-1 --

... 

Dow Jones Industrial Average 
1910 through 1933 



Excessive trading volume was 
the key indicator of trouble 

+ Stock prices were being driven by 
speculation rather than true market value 
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+ ... there was a run on the banks 

+ Consumers knew banks were overexposed in the stock 
market 

+ Banks did not have enough cash to cover withdrawal 
requests 

+ By 1933, 42% of all US banks had failed* 

+ $2.3 trillion in deposits were lost, in today's terms** 

+ Millions of families were financially ruined 

+ If banks had maintained high reserves, and not 
speculated on stocks, most likely the Great Depression 
would have been avoided 

'Historical Statistics of the Unitl'd Stab's, p. 235; 25,568 bank..oi in 1m and 14,771 banks in 1933. "Bill Ganzel, Ganzel Group, 2003, in www.UYiogrustmyfjlUn"QlIn:$14Obillionindepositsdisappeared; www,wg:;tegggvn inflation calruIalor 



It took an Act of Congress to 
reduce bank power over the 
Fed 

+ FDR wanted to increase the reserve requirement, but banks 
refused and the Fed had no power over them 

+ FDR and Congress reorganized the Fed with the Banking 
Act of 1935 

+ This gave the Fed more power over banks 

+ The Fed promptly lifted reserve requirements above 20% 

+ Congress also passed the Glass-Steagall Act in 1933, which 
barred deposit banks from stock speculation 

+ These moves greatly contributed to the end of the Great 
Depression 

+ It placed banks back in the role of serving the economy, not 
taking advantage of it 
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+ Fed appointees have gradually forgotten the lessons 
of the Great Depression 

+ They have let the reserve requirement slide 

+ This trend reached an extreme with the 
appointment of Paul Volcker by Jimmy Carter in 
1979 

+ Under his leadership the Fed dropped the reserve 
requirement to 12%--a new low 

+ Then Alan Greenspan, appointed by Ronald Reagan 
in 1987, dropped it to 10% 

+ And there it lies today 
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The 10% reserve 
requirement is far too low 

+ But, banks are driving US monetary policy 

+ They like taking risks with other people's 
money 

+ It will take a major overhaul of our banking 
system to: 

~ Remove bank influence over the reserve 
requirement 

~ Force it back up to 18% or higher 
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+ ... is through overnight interest rates 

e 

••• 

+ Banks often need to borrow money when they don't have 
enough cash to satisfy the Fed's reserve requirement 

+ The Fed helps banks in these situations by giving them 
"overdraft protection" 

+ They help banks borrow from each other, or, as "the bank of 
last resort," the Fed provides short-term loans to banks 

+ These reserve requirement loans are called" overnight" loans 

, The overnight rate between banks is called the "Federal 
Funds Rate" 

, The overnight rate between big banks and the Fed is 
called the "Discount Rate" 



,-"urrent ,t ese rates 
areve ow 

+ When overdraft interest rates are high, 
banks are forced to keep plenty of cash on 
hand 

+ When overdraft rates are low, banks are 
encouraged to take more risks because the 
cost of being overdrawn is low 

+ Overdraft rates are so low now that banks 
have almost no incentive to avoid being 
overdrawn 
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s Why is the Discount Rate Always Higher? 

+ This encourages banks to borrow from each other, " 
rather than from the Fed 

+ Economists call this the "lender of last resort" 
policy; it's touted as a way to protect the US 
Government 

+ Wrong! It lets banks cut sweetheart deals with 
each other so that they can pay a lower penalty 
for gambling with depositor money 

+ This makes no sense! 

+ The US Government should set the lowest 
interest rate; all other bank loans should be higher 
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+ They get bailed out, we get sold out 

+ They pay low rates, we pay high rates 

+ They want high risk, we want low risk 

+ We want a fair deal, they say no deal 

+ It's time for a change: we need to take 
charge of our money 

+ After all, deposits ARE our money! 

• 
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Part 4, How Money is Regulated 

Chapter 26 



Be ore we can e 
our money 000 

+ ... we we need to understand where it 
comes from 

+ Or, how it is created 

+ You may be surprised to discover that 
money is created by one of the most boring 
of all professions-accounting! 
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IS 

" one " 
100% 

+ There are two types of money: physical currency, 
and everything else 75% 

+ Physical currency is cash, or coins and dollar bills 

+ Only 3% of all money is physical currency* 

+ Everything else is non-physical money, or what I 
call accounting money 

• It only exists on ledger sheets that are managed 
according to accounting rules 

• It includes: checking, savings, money market 
accounts, and CDs (certificates of deposit) 

°F..dem ~rve Board ofGovemors, H6 Relea5<!, Octobe" 2011 for Mt and M2; N1wandfutull'S-com fo. M3 estimate foe Octobo!r, lOU 
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0% 

Most Money is Accounting Money 

- 97% 

3% 

Physical Currency Accounting Money 
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ro em 

+ Our ignorance about accounting rules is 
being exploited--especially by banks 



If you want to understand 
• accounllng money ... 

+ ... then you need to know some basic 
accounting rules 

+ Let's start with checking accounts 
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+ ... OUI cash is converted into accounting 
money 

+ Let's say Joe has $100 extra cash and wants 
to deposit it in a bank 

+ Joe opens a checking account, and gives the 
bank his $100 

+ The bank puts $100 of accounting money 
into Joe's checking account 

+ And the bank takes ownership ofJoe's $100 
cash 

5. Bank takes 
ownership of 

Joe's $100 
cash 

4. Bank puts 
$100 of 

accounting 
money into 

Joe's account 

Checking 
Account 
Deposit 

3. Joe gives 
$100 to 
bank 

1. Joe wants 
to deposit 

$100 of cash 

2. Joe opens a 
checking 
account 



ccountants use 
a ance s eets ... 

+ ... to track asset changes like Joe's transaction with the 
bank 

+ Balance sheets have two sides: assets, and liabilities 
plus equity 

+ In accounting, assets always equal liabilities plus 
equity 

+ On Joe's asset side of the balance sheet, he had $100 of 
cash before going to the bank 

+ After the deposit, Joe had $100 in checking and $0 in 
cash 

+ In this example, Joe has no debt, so he has $100 of 
equity 

Joe's Balance Sheet-Before 

Cash 

Checking 

Total 

$100 Debt 

$0 Equity 

$100 Total 

Joe' Balance Sheet-After 

Cash 

Checking 

Total 

$0 Debt 

$100 Equity 

$100 Total 

$0 

$100 

$100 

$0 

$100 

$100 
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+ ... subtle changes make all the difference in 
the world 

+ In our little story here, Joe no longer owns 
cash; he gave that to the bank 

+ All Joe owns now is an IOU from his bank 

J 

From: 
Amount: 
Date: 
Signed: 

IOU 

Joe's Bank 
$100 
Today 
Joe's Banker 



• 
"-- 0, 1 t ere was a run 
on oe's an ... 

+ ... and Joe didn't get to the bank before it 
closed, he would be out of luck 

+ All he would have is an IOU 

+ And that IOU would not help him buy 
food or pay the rent 
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+ It records Joe's deposit as an asset, with an 
offsetting liability 

~ $100 is added to cash as an asset 

~ $100 is added to deposits as a liability 

+ The simple act of taking a deposit from Joe 
boosted the bank's assets by $100 the full 
amount of Joe's deposit 

Cash 

Loans 

Total 

Cash 

Loans 

Total 

Bank's Balance Sheet-Before 

$0 Deposits 

$0 Equity 

$0 Total 

s Balance Sheet-

$100 Deposits 

$0 Equity 

$100 Total 

$0 

$0 

$0 

$100 

$0 

$100 



• 
USlnesses ove assets 

+ In the business world: "an asset is an asset" 

+ Assets are extremely powerful, and they 
can be used to create wealth 

+ Assets can be invested 

+ And the gains from those investments 
create more assets ... 

+ ... which can be invested ... 

+ ... and so on 

to 
m e 
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+ It doesn't make sense: our deposits should 
not make banks rich 

+ It's our cash, not theirs 

+ If a bank wants to charge for providing 
checking account services, fine 

+ Let them enter fees as assets, not our 
deposits 

o 
s recor 

e 
• 

our 
as t elr 

assets? 

• 
OSltS 



How does deposit accounting 

+ Before Joe deposited his money, there was 
$100 of assets in the economy 

+ But after his deposit, there was $200 

+ Isn't that amazing? 

+ No, it's accounting nonsense! 

Total Economy Balance Sheet-Before 

Cash 

Other 

Total 

Total 

Cash 

Other 

Total 

$100 Liabilities 

$0 Equity 

$100 Total 

$0 

$100 

$100 

Balance Sheet-After 

$100 Liabilities 

$100 Equity 

$200 Total 

$100 

$100 

$200 
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+ "GAAP" stands for Generally Accepted 
Accounting Principles 

+ These are the rules for keeping track of 
money 

+ GAAP rules say it's OK for banks to record 
our deposits as their assets ... 

+ ... regardless of whether it make sense or 
not 
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+ GAAP is managed by the Financial Accounting Standards Board 
(or FASB: "faz-bee") 

• According to FASB's website, it is: 

• "the independent, private sector organization that sets 
accounting standards for companies and not-for-profit 
organizations" 

• "Those standards are officially recognized as authoritative by 
the Securities and Exchange Commission (SEC)" 

• FASB is part of FAF (Financial Accounting Foundation), which is: 

• A non-profit corporation 

• Headquartered in Delaware 

+ So, the US Government is NOT responsible for the rules that 
create money 

Financial 
Accounting 
Foundation 

(FAF) 

• Not-for-profit 501(c)(3) 
• Delaware corporation 

Financial 
Accounting 

Standards Board 
(FASB) 

• Part of FAS 

• Recognized by 
SEC 

Generally 
Accepted 

Accounting 
Practices (GAAP) 



GA A P accounting rules for 
deposits is dishonest 

• The bank does not tell Joe: 

• His cash now belongs to the bank 

• They are going to put his money at risk by investing it 
in things like loans and the stock market 

• Any gains the bank earns by using Joe's money will not 
be shared with him 

• American citizens pay to insure the bank's risky ventures 
in numerous ways such as: the FDIC (Federal Deposit 
Insurance Corporation), and "too big to fail" bank bailouts 

+ Joe assumes his bank is being fully honest with him 

+ He is wrong 
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e e on 
wit t e "s e e" 

+ How? The Fed does not count bank assets 
in its definition of "money supply" 

+ They say bank assets are" out of 
circulation" 

+ What a joke! Banks are the most powerful 
actor in our economy, as the recent bailout 
more than proves 

+ The Fed ignores the core issue: GAAP 
allows banks to double-count checking 
account deposits 
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• • 
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+ ... but it gets worse ... much worse 

+ Now let's see what the bank does with 
Joe's deposit money 

••• 



from Joe's bank 

+ Presto! The bank's assets and liabilities all 
of a sudden increase by $90 

~ $90 is added as a loan asset 

~ $90 is added to deposits 

Cash 

Loans 

Total 

Cash 

Loans 

Total 

Bank's Balance Sheet-Before 

$100 Deposits 

$0 Equity 

$100 Total 

Bank Balance 

$100 Deposits 

$90 Equity 

$190 Total 

$100 

$0 

$100 

$190 

$0 

$190 
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+ The truth about loans is this: They are risky 

+ They might not be paid back in full 

+ But thanks to GAAP, loan risks are ignored 
and banks immediately record loans at 
their full face value 

+ This rule is deceptive and it defies basic 
ethics 
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~ an It worse? 

+ The answer is: Oh Yeah! 

+ Now let's say John writes a check to Jane for $90, ". 

+ ... and Jane deposits the $90 in Joe's bank 

+ Presto again! There is no change in the bank's balance sheet 

+ Why? 

+ Because the bank invokes the GAAP deposit trick again! 

+ The $90 decrease in cash and deposits from honoring John's 
check is offset by Jane's $90 deposit 

+ This time, the GAAP deposit trick lets the bank keep Joe's 
original $100 on its balance sheet, even though it just 
cashed a $90 check!!! 

Cash 

Loans 

Total 

Cash 

Loans 

Total 

Bank's Balance Sheet-Before 

$100 Deposits 

$90 Equity 

$190 Total 

Balance Sheet-After 

$100 Deposits 

$90 Equity 

$190 Total 

$190 

$0 

$190 

$190 

$0 

$190 



e end of 

+ Wrong! 

+ Guess what the bank can do now? 

+ It can make loans based on 90% of its new 
liabilities of $190 

+ So, now they can loan $171! 

+ When this second loan is made, the bank's 
assets jump to $361 

+ What is going on?!? 

+ It's something I call the GAAP derivative trick 

Cash 

Loans 

Total 

Cash 

Loans 

Total 

Bank's Balance Sheet-Before 

$100 Deposits 

$90 Equity 

$190 Total 

Balance Sheet-After 

$100 Deposits 

$261 Equity 

$361 Total 

$190 

$0 

$190 

$361 

$0 

$361 
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• As a boon to bankers, GAAP doesn't distinguish between 
"something old and something new" 

• Joe's cash was original; it was the first and only true asset in 
this chain of even ts 

• The 1st derivative of Joe's cash was to record it as a new asset 

• The 2nd derivative was to record the first loan of $90 as a new 
asset 

• The 3rd derivative was to record the second loan of $171 as a 
new asset 

• The simple truth is this: each "new" asset was a derivative of 
a prior asset 

• But thanks to GAAP, banks can create new assets out of old 
assets without consuming those old assets! 

3rd Derivative: 
$171 loan 

2nd Derivative: 
$90 loan 

1 st Derivative: 
$100 

Joe's 



1 3 GA A P tricks create 
• • 

a geometrIc expanSIon 

+ Look what happens to Joe's original $100 
deposit if 10 loans are made and also 
cashed at the same bank: it grows to 
$60,OOO! 

+ Mother always said: "One lie just leads to 
another," but I don't think she ever 
envisioned something as distorted as this! 

$00,000 

$50,000 

Joe's Deposit Expands Geometrically 
Through a Progression of Bank Loans 
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+ The bank gets to charge interest on all those 
loans 

+ If Joe's bank charges 5% interest, and each 
loan lasts a year, then it makes $3,000 interest 
on those 10 loans 

+ Not bad when all you started with was $100 
of someone else's money! 

+ Those GAAP accounting tricks payoff nicely 
for banks, don't they? 

+ Now they get to start recording profits! 
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Banks rarely use all t ee 
tricks 10 consecutive times 

+ Eventually a payee like Jane will deposit 
their check in a different bank 

+ This doesn't end the progression; it just 
slows things down 

+ If we assume every payee deposits their 
check in a different bank, then Joe's bank still 
leverages Joe's $100 into $686 of assets after 
10 loans 

+ Anyone can see this is a great business: you 
make assets and profits out of thin air using 
other people's money! 

Minimu In Asset Expansion 

$100 
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+ ... "money supply expansion" and 
"fractional reserve banking" 

• • • 

+ They say banks are doing the economy a 
service by expanding the money supply as 
we borrow 

+ True, sometimes we need to borrow, and 
someone needs to meet this need 

+ But it's wrong for banks to lie about their 
assets period! 

a.m..s ponzj mug shot, 1910 
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+ The banks themselves, particularly the 4 largest ones 

+ The US Government is not in charge of our economy, 
nor our money supply 

+ But it should be 

+ If banks can so easily create money out of nothing, 
then the US Government can do it too 

+ And do it better, because it has no need to make a 
profit at our expense 

+ And, by the way, the fastest growing major economy 
for at least 30 years is China, and China's entire 
banking system is nationalized* 

"Ellen Brown,. The Secrrt. <>JOt;",,', Economy: TheGowrn",,,,,/ Durn. Ih£ &Inks ralM' than IM~, Global RP5€j!U'Q AU8us118, 2009 
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+ ... if economic decisions were easy? 

+ ... if there were universal economic truths 
we could follow? 

+ ... if there were simple cause-and-ef£ect 
economic principles we could use to 
predict the economic future? 

John Stuart Mill 



--./ n 0 ate, t e 
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reverse IS true 

+ Almost every economic decision is difficult 

+ There are no universal economic truths 

+ There are no simple cause-and-effect 
principles 

+ And we sure can't predict the economic 
future 
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+ In the end, every economic analysis, 
reconunendation, or decision is based on 
underlying values judgements 

+ Values drive every aspect of O1!r economic 
lives 



• 
aInt Economists 0 en 

• • 
a erent pIcture 

+ They use facts to assert economic certainty 

+ But their facts are from the past 

+ And they don't tell you which facts they 
conveniently ignore 
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+ ... is that there are no absolute economic 
truths, only value judgements 

+ This is why most early economists were 
philosophers 
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+ ... is to describe the economic values 
underlying this miniseries ... 

+ ... and contrast them with the values that 
have prevailed in the US since our 
country's founding 
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Values are best discussed 
in terms of de ees 

+ For example, there is a big difference 
between: 

~ "I love my new computer" and 

~ "I love my daughter" 

+ While I may be excited about a new 
computer, it pales in comparison to 
timeless love for my daughter 

Sarah and Mark Blessington 



values relative to others 

+ There is no single, universal value for all 
times and all situations; life just isn't that 
simple 

+ So, we manage tradeoffs among values as 
best we can 

+ We'll start by comparing two values: 
group- and self-interests 
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+ On the far left is total maximization of 
group-interests 

~ This could typify a totally communistic 
community 

+ On the far right is total maximization of 
self-interests 

~ This could typify a lose band of 
• mercenanes 

Extreme Extreme 
Group- _. ---------------+. Self-

Interests Interest 



es of 
self-interest behaviors 

+ For example, we teach our children to: 

~ Take good care of yourself, eat healthy, 
exercise, get plenty of rest 

~ Apply yourself, follow your dream, reach 
for your potential, live with passion 

~ Get a good job, work hard, save money 

+ So, self-interest has a very important role in 
our society 

, " 
• 
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+ Self-preservation, self-care 

+ Knowing what you want, setting personal 
goals and objectives 

+ Personal achievement and fulfillment 

+ Freedom 



e also value many es 
of group-interest behaviors 

For example, we teach our children to: 

+ Play fair, obey the rules, and respect 
authority 

+ Keep your promise, and do your job 

+ Share the credit, be humble, don't brag 

+ Show compassion 

+ Support the team, be a good sport, accept 
defeat nobly, and don't flaunt your victories 
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+ Teamwork and collaboration 

+ Patriotism and loyalty 

+ Heroism 

+ Generosity 

+ Compassion, mercy, and forgiveness 

+ Honor and integrity 

+ Given the high level of energy associated with these 
words in our society, we can only conclude that 
group-interests playa highly important role in our 
society, too 
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+ People alternately portray greed as: 

~ An extreme, immoral expression of self
interest, or 

~ A healthy and necessary ingredient of 
free-market capitalism 

+ Here, in the context of an opposing value, 
greed is portrayed as an extreme 
expression of sel£-interest* 

Extreme 
Group
Interests 

'Consider: Noverwhelming preponderance of empirical evidence .uggeots that human individuals are not purely sel/-interestl.'d· [rom MONl Mmkels, edited by Paull. Zak,. Chapter 7 by Bo.rgstrom et. a~ page 142, 2008 
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solute co unism can 
be placed on the far left 

+ While there are many types of socialism, I define 
absolute communism as: 

• All economic production is owned by the state 

• Central planning dominates government 
policy 

• Individual freedoms are severely 
compromised for the sake of conformity with 
state policies 

+ China under Mao Zedong, or the Soviet Union 
under Stalin, are examples of governments that 
embraced absolute communism 

Greed 
I 

Extreme I \ Extreme 
Group- ---.,-------------... Self-
Interests Interest 

\ I 
I 

Absolute 
Communism 
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+ Some say US economic policy has moved 
too far to the right 

+ Others say it has moved too far to the left 
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+ Compassion is an elevated value in most, if not 
all, wisdom traditions 

+ It is essential to many lofty virtues such as: 
generosity, heroism, charity, loyalty, patriotism, 
and mercy 

+ Compassion is essential to teamwork and 
collaboration 

+ Without it, we become suspicious and trust is 
eroded 

+ But too much economic compassion becomes 
absolute communism 

Extreme 
Group

Interests 

Extreme 
Self

Interest 



• • 
e are so Ins Ire 

ree om 

+ Freedom is another highly elevated value, especially 
in the USA 

+ Human history is loaded with freedom violations 
and accompanying human suffering 

+ History tells many stories of how freedom benefits 
both individuals and societies 

+ Freedom is essential to fruitfulness, creativity, 
industry, productivity, and accomplishment 

+ But, as with any value, you can have too much of a 
good thing 

+ Too much economic freedom becomes greed 

Extreme 
Group

Interests 

Extreme 
Self

Interest 



Many economists say 
"humans are naturally greedy" 

+ Well, here's how three leading evolutionary 
biologists respond: * 

+ Economists should speak for themselves; 
maybe they're greedy, but not the whole 
human race 

1/ ••• an overwhelming 

preponderance of empirical 

evidence suggests that 

human individuals are 

not purely self-interested" 

"Car! Bergstrom, Ben Ke,!; and Mlch.el Lachmann, Building Trw! by W""fj"g TiltU', in the book MlIfYll MI/,rns, edited by rllll J. Zok. 2008, Chap\<' r 7, paS" 142 



e nee to In a 
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e t InterSeCTIon ••• 

+ ... that includes compassion and freedom 

+ Both are important values in our society 

+ Otherwise, we err toward greed or 
absolute communism 

Extreme 
Group

Interests 

Extreme 
Self

Interest 
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"" 1 b us see ourse yes etter 

+ We want to be virtuous, but it is hard to 
know if we truly are 

+ It is said that the sure road to ruin is to 
shun feedback and only compare yourself 
to yourself 
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bene 

+ They call it continuous improvement 

+ They don't always like what they find, but 
benchmarking identifies opportunities 

+ The next few pages compare us to other 
major economies in terms of compassion 
and freedom 

Implementation 

Continuous 
Improvement 

Process 

Improvement 
Design 

Benchmarking, 
Feedback 



• 
e ahve to ot er 

• 
ar e eCOnOmIeS ... 

+ ... the USA is often regarded as greedy 

+ One frequently sited fact involves 
healthcare, where all other major nations 
provide some form of universal healthcare* 

"based on !nternet 1Ie~I'CI\CII.bout unlveru! lIellthare In the world'. targe.1 economlt'!'J 

Universal Healthcare 

Extreme China Germany 
I 

Group- ------------
Interests France Japan 

I I 
I 

Absolute 
Communism 

Greed 
I 

USA 
\ Extreme 

Self
Interest 



The US is widely faulted for 
poor environmental protection 

+ Many countries resent our failure to sign 
the Kyoto Protocol 

+ Our resistance to this global, broadly 
supported initiative is viewed as arrogant 
and selfish 

+ On a per-capita basis, the US has the 
largest carbon footprint of any leading 
economy in the world* 

• Edgar G. Hertwich and Glen P. Pl"lers, urban F""'pri~' ofN~timls: A G/obol, Trak-U.wd Analysis, May 12, 2009 

Extreme 
Group-

Interests 
I 

I 
I 

Absolute 
Communism 

Carbon Footprint 
Greed 

France I 
I I Extreme China Germany USA 

Self-
Japan Interest 



Our wealth disparity is often 
cited as a sign of excess 

+ When examining the spread between the 
wealthy few and everyone else, the USA is 
the most lopsided among leading nations* 

+ 66% of Americans think money should be 
more evenly divided in the USA ** 

' B!!! Domhoff, W1ro Rwl", A ..... ri~ July. 2011 . •• NVTImes / CBS poll, October 26, lOll, ?oI1tko 

Wealth Owned by Top 10% 

Getutany France 
Extreme 44% 61% 
Group- -----~-----'---
interests 111( 

I I 56% 
I 

Absolute 
Communism 

I 

Greed 
I 

11SA 
70% 

\ Extreme 
Self

interest 



The U has an extreme 

+ Much of this is due to its judicial branch, which explicitly 
supports maximizing shareholder interests at the expense of 
others 

+ All other major economies require corporations, in one way or 
another, to formally recognize other corporate stakeholders 
such as:' 

• Employees 

• Local communities 

~ Environment 

• Government regulatory agencies 

+ All other large countries are more aware that profits cannot be 
maximized without making huge sacrifices to the general 
welfare 

Profit Orientation 
Greed 

France I 
I Extreme China Gelfilany USA 

Group-
Interests Japan 

I 
I 

I 

Absolute 
Communism 

• ...., for example: K./. Hopi et. aI . Compa",t;"" C"'I""RI. GootrnanC>'. n.. SIal. of lite Art <md Emerging ~rdt, 1998; HoHy G. Gregory, Wei\, GotshaJ. &: Manges, LLC, In_I;",,,d Umtpdriscn of Corpor~/r; Coam! ..... ", Glli<kli~ aM GvIr< of &st f'nIdi,.." 2002 &: 2008; 
European Corporate GovemanCl' Institute website; Marjorie Kelly, Thr Dioine Righi <if OJpita/, Drllmming tlte empora,. Aristocracy, 2001 
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Other countries don't 
have a student loan crisis 

+ We have very aggressive student loan 
practices compared to other countries* 

~ We charge higher interest rates 

~ We have more punitive non-payment 
policies 

~ We have very limited student debt 
forgiveness policies 

+ By some estimates, our student loans will 
soon exceed total credit card debt** 

Student Debt Severity 

Extreme Germany 
Group- ---,--------

UK 
I 

Interests France Japan 
I 

I 
I 

Absolute 
Communism 

• AI"" Usher, Educational Policy Imlitute: GlolNzl Dt~1 Palltrlls: An Inltrlllilional Co""",ri""" ofShuknl Lam Burdms ""d RrpIzymml Cmuiilions, 2005. "'Suzy Khimm, 'l'he Washington Post 1M sl1uim1 dAJl crisis in <me dulrl, October 9, 2011 
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• 
CrIme rates are 

• • 
excee In I 

+ Overall crime in the US is widely viewed 
as much higher than in any other large, 
developed country* 

+ White collar crime, especially in financial 
services, is also viewed as far more 
prevalent in the USA 

+ Our crime rate is seen as a strong 
indication that we have gone too far in 
emphasizing self-interests 

Crime Rate 

Extreme France UK 
Group- ---,--------

Interests Japan Germany 
I 

I 
I 

Absolute 
Communism 

'United Nations Oflla. on Drugs and Crime, Cent", for International Crime P",venlion: TM Eighth UniW Nations SU""'Y 011 CTim~ Tr .... d.s and 1M (Jptrah'",,. ofCrimiMl/w<lia Syslims, 2002 
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Social program spending is 
low and dropping in the USA Social Program Spending 

+ The USA spends less GNP per capita on social 
programs than any other large, developed 
nation* 

+ Federal cuts in all major social programs are 
now viewed as inevitable in the US: Social 
Security, Medicare, Medicaid, services for the 
poor, unemployment benefits 

+ States have already started major cuts in their 
social programs, primarily in education and 
services for the poor 

+ The USA's low spending on social programs is 
broadly seen as an indication of greed 

Extreme 
Group

Interests 
I 

I 
I 

Absolute 

France 

Germany 

Communism 

'Organisation for Economic Co-<>peration and Development (OEm), OECD(2011), Society at a Qance 2011 • OEm Social Indicators (www.oecd.orglel5{sodal! indicators/SAG) 
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In the court of world opinion, 
the US is viewed as greedy 

THE WORLD ACCORDING TO AMERICANS 

+ Most people in other nations tend to view 
the USA as very greedy 

+ We are seen as lacking compassion 

+ We are also seen as arrogant, insular, and 
unwilling to listen to, or learn from, the rest 
of the world 

+ Indeed, we have a much higher opinion of 
ourselves than most other nations* 

uninhabited 

AMERICA!!! !1 
WE'RE #1 !!!!! 

_ .... 
I D*Ik 

'p~w Global Attitudes Project, K"}' Indicators Databar.e, Opinion of the Unill'd Stat ... : r;r., you foro< " ftroorabl. Pi...., of 1M U.S.? 2011, 20 out of 22 nations had a lower opinion of the US than US citizens 
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erica's 
• 

--' es Ite 
out • • • 

+ ... group interests such as loyalty and 
patriotism, the truth is we place far more 
emphasis on self-interests 

+ We need a more rigorous embrace of 
compassion in our public policy 

\ 

President Ronald Reagan and Nancy Reagan piE"'-'ll1 Mother Teresa with Presidential Medal of Fl'I.'edom, 1')85 



• 
~ ur extreme emp aSlS 
on person ee om ... 

+ ... at the expense of compassion is not 
working 

+ Let's learn from what the rest of the world 
has to teach us 



rust 
Part 4, Economic Values Alignment 

Chapter 31 



e' our 
• • 
InatIon 0 trust ... 

+ ... by exploring cooperation and competition 

+ On the far left is extreme cooperation 

~ This could typify a community where 
there is no ownership of anything and all 
production is equally distributed 

+ On the far right there is extreme competition 

~ This could describe a community where 
there are no formal rules or laws, and 
markets are totally "free" 

Extreme 
Cooperation 

, • 
Extreme 

Competition 



• 
ree oa In 

on tear e 

• 
reVaI S 

+ If there is no ownership of anything, and ... 

+ ... if your needs are provided for, regardless 
of effort or output, then ... 

+ ... there is a large incentive to freeload 

Extreme 
Cooperation 

I I 
I 

Freeloading 

Extreme 
Competition 



• 
ac n rece es 

• 
ee oa In 

+ It occurs when there are limited or 
ambiguous personal returns for hard work 

+ Conditions that create slacking include: 

~ Restricted opportunities for ownership 

~ Weak connections between pay and 
performance 

Extreme 
Cooperation 

I 
I 

Freeloading 

Extreme 
Competition 



ee- or ensues 
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on t e ar TI 

+ At this extreme, anything goes 

+ The only rules are: 

~ There are no rules, or 

~ Do whatever it takes to get ahead 

+ Even though popular rhetoric is 
ambiguous, let's assume that conservatives 
do not actually want an economic free-for
aH, where there are no rules whatsoever 

Extreme 
Cooperation 

I 
I 

Freeloading 

Free-For-All 

I 
\ Extreme ____________ L-__ ~ I 
Competition 



• • 
ronnnent ISSUe 
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on e rI t IS C eatln 

+ Here are the primary reasons why cheating 
increases as competition becomes more extreme:' 

• Other values, such as cooperation and 
compassion, that mitigate cheating are minimized 
relative to winning 

• Rewards for winning are dramatically increased, 
resulting in tremendous income and wealth 
disparity 

• More people start to cheat as regulations and 
enforcement are weakened 

• People start to think: "Everyone else is cheating, 
so I'll be left out if I don't join in" 

Extreme 
Coopera tion 

I I 
I 

Freeloading 

"'I'hl! Is. summary npl.MUon for the rlIeof chuting In the US providl.'d in the book by DAvid C.U.han. Tho! Cltt,t/illl C~lum .. WIry Mort A",tric ... u "'" Doing Wmng 1o ~~, 2004 

'" tIi 

ree-For-All 

I 
~ r/ ---''--'I Extreme .. g. Competition 

CJQ 



• • 
eahn IS on t e 

* Yes, I have cheated on a test* 
e 64% ~, ---

63% 

+ Consider the following" epidemics:" 
62% r-I ---------

~ Lying on resumes 

~ Cheating on exams 60% 

~ Doping in sports 
59% 

2004 2008 

'Center for Youth Ethics,. Josepheson Institute in Los AnS"les as reported in US News, Eddy R.unirez, C/I""ti~g Oil/fir Ri"" Among High Sdtrol SIIldmI., December 2, 2008 



o course t ere's 
• • 

W lte co ar cr e 

+ Conservatives insist "it's just a few bad 
apples" 

+ They're totally wrong 

+ One third of corporations across the world 
ad mit they have experienced corporate 
crime in the past year 

34% 

31.5% --

29% 

Yes, we have had a 
corporate crirne* 

2009 2010 



• 
e IS 

e 

+ Corporate fraud cases have increased 40% 
in4 years 

+ Securities fraud cases have increased 33% 
in 4 years 

'FB~ 2009 FiNnelil Crimes Report" ?Cnding as" 200S tl> 2009 

White Collar Crime Percent Increase: 
2005 to 2009 

Corporate Fraud Securities Fraud 
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ffil e o 0 trust 

+ Healthy levels of cooperation and 
competition are needed to create trust 

+ Humans are inclined to trust others 

+ But om trust is violated if people cheat or 
slack off 

Extreme 
Cooperation 

I 
cil 

I , 
Freeloading 

Trust 
I 

~ I 1 Extreme .. --g. Competition 
OQ 



Trust has been on a 
Yes, most people can be trusted 

I • 

46.0% f 
I 

" I • 
42.0% .,.. • -. 

• 
38.0% 

36.0% • M • + 
34.0% 

32.0% • 
30.0% 

Sour<~: Nationa l Opinion RM~",ch "' nl~' . G. n" .. 1 Soci.1 S\Jrvey'l, 1972 10 2010 : y,.I, M<><r PN>P~ Can ~ Tro.r.d 



Our trust level is lower 
than other leading nations 

UK 

Germany 

Japan 

France 

USA 

Yes, most people in this country 
can be trusted * 



• 
o Increase trust ••• 

+ ... we need more cooperation 

+ We have strayed from the golden mean 

+ We have placed too heavy an emphasis on 
competition, at the expense of healthy 
cooperation 

+ This erodes our trust, which in turn hurts 
our economy, and our society overall 

illw;tration of the Golden Mean proportions 
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Chapter 32 



out economic fairness 

+ Usually there are two sides: 

~ The Right, which asserts the status quo is 
basically fair or fair enough, and 

~ The Left, which alleges the status quo is 
unacceptable and must change 

Left: 
Unfair! 

• • 
Right: 
Fair! 



• 
~ conomIc I ts 0 en 

• • 
resu t In com romIse 

+ The Left proposes change to increase 
fairness 

+ The Right resists the change 

+ Both sides eventually compromise, some 
change is implemented, and life goes on 

+ In short, we call this a democratic process 

Left: 
Unfair! 

Compromise ~ Resist Right: 
Change Fair! 



• 
e t C aIms 

• • • 
romlse IS aIr 

They say: 

1. Democracy is fair; both sides have the 
opportunity to be heard 

2. So, the results of our democratic process 
are fair and must be accepted by the 
people 



• 
ncreaSln 
oesn't 

e 

+ They say centuries of compromise has not 
worked 

+ They say economic results ultimately prove 
whether or not the process is fair 

+ They say there is overwhelming evidence 
that compromise has not delivered fair 
results 

+ For example, it's not fair when pay always 
rises for the wealthy few, but consistently 
stagnates for everyone else 

Hourly wages, by Percentile* 
$45,000 ! 

-

i-" "b{l , 

$35.000 

I I 1:+ 

$30,000 90th Percentile 

50th Percentile 

$25,000 10th Percentile 

$20,000 -- ~ 
I 

$15,000 t t 

$10,000 - +t 
, , 

L $5,000 

~#~~~~~~#~~~~~~~~~~~~~~~###~#~~ 



e e 
• • 

aJTl ••• 

+ ... black income is 59% behind income for 
whites 

Median Household Income 

Black White 



e 
. , 

S It S not 
• • 

fir I • • • 
Average Personal Income 

+ ... income for women is 65% behind men's 
• mcome 

Women Men 

Source: u.s. Census Bureau, Table 705, M",,"Y InrotlU' of Prop~, Mean income, 2009. MeAn used 10 captll1'e discrimination in executive pay levels. 



The Right claims economic 
freedom is sacred 

They say: 

1. Human beings have an inviolable right to 
their personal wealth 

2. This right is sacred and can never be 
sacrificed for the greater good 
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+ ... then corporations also have the same 
sacred protection 

;; -
.5 
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+ They say the rules are not fair and must be 
changed 

+ They say tremendous financial inequity 
will no longer be tolerated 



• 
e tIS 

• 
a n ar 

• 

e l 

strate 
ove 
an 
• • • 

~ 

t's 
• 
• 

em 

mtlilll ate 
tee 



• • 
e eVl ence IS 

eve ere 
Occupy 

Protesters 

Human • 

Rights 
Invasions 

Political 

Process 

Domination 

Religious 
Intimidation 

• Police intimidation 
• Widespread arrests 
• Pepper spray 
• Camps closed, destroyed 

• Gay marriage 
• Abortion 
• Patriot Act 
• Violence against immigrants 
• Internet freedom threats 

• Citizens United 
.SuperPACs 

• Public declarations of religious 
affiliation 

• Public scorning of secular 
persons 
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Part 4, Economic Values Alignment 

Chapter 33 ' 
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+ ... is the process of delegating authority, 
assigning responsibilities, holding people 
accountable, and getting results 

••• :- - . 
Delegate • 

• Authority 

- - -•• 
Assign 

Responsibilities 



• •• 
"-- OCla contrachn IS 

• • 
commonln USlness 

+ It is often called "performance 
management" or "management by 
objectives" 

+ Corporations are often quite good at it 

+ It is regarded as standard operating 
procedure in most businesses across the 
world 

+ Vagueness or lack of specificity in any step 
of the process reduces efficiency and 
effectiveness 

••• .• ~ 

1. Officers grant specific authority to managers 

• • Delegate • 
• Authority 

• • • •• 
2. Officers assign specific 
responsibilities to managers 

Assign 
Responsibilities 

3. Officers hold 
managers accountable 
for results 

Hold 
Accountable 

4. Managers get 
desired results, or take 
corrective actions 



• • 
'-' ur contractIn WIt 

• • 
oratIons IS a u 

+ The Constitution delegates authority for 
contracting with corporations to the States 

+ But this authority is unspecified; for 
example: 

~ What are States accountable for? 

~ What power do they have over 
corporations? 

••• :- -. 
Delegate 

• Authority 

- - -•• 
Assign 

Responsibilities 

Hold 
Accountable 
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• 
een a Isaster 

+ States let corporations define their own 
responsibilities, and ... 

+ ... let "the invisible hand of the market" 
hold corporations accountable 

+ Consequently, corporations do pretty much 
whatever they want, with little regard for 
society overall 

• •• :- - . 
Delegate 

• Authority 

- - -•• 
Assign 

Responsibilities 

2. The States let corporations 
define their own responsibilities 
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ur contrachn WIt 

• • 
e u ICla ranc ••• 

+ ... is also a disaster 

+ For example, the Constitutions says 
Supreme Court justices" shall hold their 
Offices during good Behavior" 

+ But what is "good behavior?" 

+ The Constitution gives us no clues 

+ As a result, not a single Court judge has 
been removed from office 

It is Bad Behavior If a Court Justice ... 

1. Does not come to work? 
a. On the Court's first day of business (February I, 1790), only 3 of 6 justices 

attended 

b. John Rutledge served two years (1789 - 1791) but never attended a single 
Court session 

2. Breaks the law, or is thrown in jail? 
a. James Wilson was a Yazoo conspirator, and was thrown into debtor's 

prison twice 

3. Disregards the Constitution? 
a. The 11th Amendment was ignored in the Yazoo case 

b. The intent of the 14th Amendment is ignored by the Court every year by 
upholding corporate personhood 
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+ Does not give the judiciary a legal code to follow 

+ This prevents contracting between the people 
and the judicial system because it allows judges 
to: 

• Create laws when they think it is appropriate, 
regardless of whether the people agree with 
them or not, and to 

• Protect the few from the interests of the many 

+ In contrast, countries that use a civil code 
establish a clear contract between the judiciary 
and the people 

We have 
no legal code 
for the 
Supreme Court 
to follow! 
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+ In other words, civil law is synonymous 
with good social contracting 

+ In contrast, common law is synonymous 
with poor social contracting 

Civil Law System Advantages 

1. Courts must follow a specific legal code 

2. Courts can't create new laws people don't support 

3. Legal codes are more readily understood by 
common citizens 

4. The importance, and cost, of lawyers is reduced 

5. National and global consistency is enhanced 
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+ And that's exactly what we've done in the 
US with corporations and the judiciary 

ever, never, never 

e e ate vast amounts 

o ower 

wit out ensurin 

accounta i i 
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+ We need to federalize corporate law and 
place large corporations directly under 
federal jurisdiction 

+ We must make the amendment process less 
restrictive 

+ We must adopt a civil law system 

+ We need to reverse all errant precedents 
that have evolved in our ill-designed 
common law system 

_or orations 

an t e 
• • 

u lCla ranc 

must e rna e 

accounta e 

to t e eo e 





OcrupyCal GeneralAssembly, November 15, 2011. Photo by D. H. Parks 

Economics 
Aligning Our Money With Our Values 

PartS 



n ••• 

+ ... we exposed tremendous gaps between 
our values and our severe form of 
capitalism 

+ In Part 5, we propose specific constitutional 
amendments to better align our economy 
with our values 
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Part 5, Proposed Amendments 

Chapter 34 
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I S are ose 

+ All but the first bill contain multiple 
amendments, for a total of 35 

+ These bills are presented in order of 
importance 

~ For example, the third bill will not 
succeed without the first two 

Six Constitutional 

Amendment Bills 
1. The Constitutional Access Bill 

2. The Judicial Accountability Bill 

3. The Corporate Accountability Bill 

4. The Financial Restructuring Bill 

5. The Bill of Economic Rights 

6. The Bill of Citizen Accountability 



t lrst, ... 

+ ... 35 amendments seems staggering 

+ We've only ratified 27 amendments in 223 
years; that's only 1.2 amendments every 10 
years 

+ But think of it this way: 

• In our first 20 years, we ratified an 
average of 6 amendments every 10 years 

• If we stayed on that pace, we would have 
over 130 amendments by now 

6 

4.5 

3 

1.5 

o 

Average Number of Amendments 
Ratified Every 10 Years 

Last 223 Years First 20 Years 
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+ Look at what happened when President 
Obama tried incremental change: 

• He talked a tough game during his 
• campaIgn 

• But he accepted modest changes 

• We got nowhere; in fact, things got worse 



I was trained as a 
management cons 

+ We intensely focused on solving the core 
problem, and improving client 
performance 

+ This is my best effort to do exactly that: 
solve our core economic problems and 
improve Ollr economic lives 



'm convince 

+ Severe capitalism has run its course; it's 
totally unsustainable 

+ We are on the verge of a revolution 

+ The only question is whether or not it will 
be peaceful 

+ If we don't make radical change now, the 
cost to everyone could be severe 



• • 

+ Considerable effort is required to understand the 
logic behind each proposal 

+ This miniseries does not provide all the 
supporting detail; it's just a start 

+ Discussion guides are provided for most 
recommendations 

+ Also, numerous revisions will be needed until 
these proposals can be put to Congress for a vote 

+ The last chapter in this miniseries provides some 
thoughts on how to begin the refinement process 

Six Constitutional 

Amendment Bills 
1. The Constitutional Access Bill 

2. The Judicial Accountability Bill 

3. The Corporate Accountability Bill 

4. The Financial Restructuring Bill 

5. The Bill of Economic Rights 

6. The Bill of Citizen Accountability 
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Part 5, Proposed Amendments 

Chapter 35 
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tIona 
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• 
reco en anon ••• 

+ ... is by far the most important 

+ It essentially gives the United States of 
America to the people* 

+ The Constitution was essentially put out of 
our reach by our Founders, thus 
preventing us from truly . g our 
country 

+ Now we are rising up and asserting our 
right to assu me full accountability for the 
United States 

'For ... pportlng an.ll)'lllt. _Chapin- 10 

#28: Amendment referendum 

Constitutional Amendments are proposed by a 
sixty percent vote in Congress, and ratified by a 
sixty percent vote in direct, popular referendllm. 

Congress has the obligation and power, for this 
and all amendments, to enforce, by appropriate 
legislation, all amendment provisions. 
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+ Through this amendment, we give 
ourselves access to the Constitution * 

+ It is numbered "28" to follow the last 
constitutional amendment 

+ Typically, amendments specify: "Congress 
shall have the power to ... " In this and all 
past and future amendments, by default 
and assumption, Congress has the power 
and obligation to enforce amendments 

°For supporting analysis, seeChlpter 10 

#28: Amendment by referendum 

Constitutional Amendments are proposed by a 
sixty percent vote in Congress, and ratified by a 
sixty percent vote in direct, popular referendum. 

Congress has the obligation and power, for this 
and all amendments, to enforce, by appropriate 
legislation, all amendment provisions. 



• • 
lSCUSSlon 

1. Social whims 

2. Robin Hood 

28th Amendment: Amendment by popular referendum 

Objection: We can't have new amendments all the time. The Founding Fathers were 
right: the Constitution needs to be protected from the whims of society. 

Rebuttal: The 60% hurdle is substantial; mere whims will not survive the 60% test. If 
we have a wave of new amendments, it is because essential changes have been 
prevented by an overly restrictive amendment process. We now have ample evidence 
that the Founding Fathers made the amendment process too restrictive. 

Objection: Americans will pass amendments that take from the rich and give to the 
poor. 

Rebuttal: Extreme income and wealth disparity is not only unfair, it is economically 
destabilizing. By reducing disparity, our economy will become stronger, not weaker. 
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+ After each Bill, ask yourself how you feel 

+ See if you can find the feeling in your body, 
rather than in your mind 

+ I fear I'll be dismissed or left alone; that 
people won't stand with me to fight for 
amendment by referendum 

+ I feel sadness about the possibility of 
failing on this one 
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+ The next 4 amendments make the judicial 
branch more accountable to the people 

+ The Bill reforms the Supreme Court, 
reverses two key decisions, then concludes 
with a sweeping modification to our 
judicial system 

+ This set of amendments is the second most 
important; it prevents the judicial branch 
from obstructing reform progress, as it has 
so often in the past 
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+ #29 makes three important changes to the Supreme 
Court:* 

1. It eliminates life-terms for Supreme Court justices 

2. It lets us remove highly unpopular Court judges 

3. It lets us overturn highly unpopular Supreme 
Court decisions 

+ The processes for removal and overturning are the 
same as for constitutional amendments* 

+ As you move through these recommendations, you 
may want to pause the video and read the actual 
amendment wording on the right before moving on 

"For IUpportins analyat.,. _o..pI~". through8 

#29: SUp'reme Court accountabi Ii ty, 

Supreme Court judges serve seven-year terms, 
with no limit to the number of reappointments. 

A Supreme Court justice can be removed from 
office, or a Supreme Court decision can be 
nullified, by a sixty percent vote in Congress, and 
then a sixty percent vote in direct, popular 
referendum. 
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1. Term length 

2. Direct popular 
referendum 

29th Amendment: Supreme Cou I"t Accountability 

Objection: 7 years is too short. We need stability in the judicial branch; that was the 
wisdom behind life terms. 

Rebuttal: 7 years is longer than 1 presidential terrIl, and shorter than two. The 
selection of 7 years is somewhat arbitrary; some benchmarks could be helpful here. 

Objection: The whims of society could underntine stability and thrust us into chaos. 
Citizens should not have the right to remove justices or overturn their decisions. 

Rebuttal: Justices who become disconnected from citizen's needs can't stay on the 
bench. Court decisions that are opposed by 60% or more of citizens must be revoked. 
The Supreme Court, and the entire judicial branch, must be accountable to the 
people. This is a civil right, and at long last we are now asserting this right. 
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+ #30 nullifies the legal precedent of 
corporate personhood * 

"For supporting analysis, ..... Chapter 6 

# 30: Corporate personhood 

Constitutional terms such as "citizen" and 
"people" refer exclusively to human beings. 

Constitutional rights or protections previously 
extended to organizations as "persons" are 
immediately revoked. 
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1. Chaos 

2. Corporations 
have rights, too 

30th Amendment: Corporate Personhood 

Objection: Too many laws are tied to corporate personhood. Chaos will result. 

Rebuttal: True, this is a huge change. But, we've had other landmark Court decisions, 
and the sky never fell. Corporate personhood was a mistake from the start, and it 
ends now. 

Objection: Corporations create jobs and increase our standard of living; they must be 
protected as critical components of our society. 

Rebuttal: This amendment does not end corporate law. We must write new laws 
specifically for corporations, which the people endorse, rather than adapt 
amendments that were written for human beings. The legal notion that corporations 
are people is nonsense. The result has created vast human suffering. 
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+ #31 Strikes down Citizens United and creates 
sweeping campaign finance reform * 

+ Only political organizations are permitted to 
make sizable political expenditures 

+ Individuals and non-political organizations 
are prohibited from making sizable political 
contributions 

+ So, political organizations must obtain grass
roots funding to grow 

+ All political organizations are monitored 

#31: P.olitical camp'aign financing 

Only political organizations are authorized to 
make sizable political expenditures. 

Individuals and non-political organizations are 
prohibited from making sizable political 
contributions or expenditures. 

Political organizations primarily conduct election 
campaigns; support a political party; lobby 
politicians or candidates; conduct research on, or 
advocate for, specific political issues; or gather 
funds for any of the above. 

Sizable political expenditures are measured on an 
annual basis, and exceed twice the national 
median annual pay. 

Receipts and expenditures by political 
organizations are monitored by Congress 
through uniform reporting standards. 
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1. $100,000 limit 

2. Economic impact 

3. Government role 

31 st Amendment: Political Campaign Financing 

Objection: The cap is far too low. It costs a lot of money to reach Americans. This will 
prevent the dissemination of important information on candidates and issues. 

Rebuttal: We don't want money from the wealthy few dominating politics. Big 
money politics will end, but grass-roots politics will grow and flourish once again. 

Objection: Many jobs are supported by our political process. These jobs will be lost. 

Rebuttal: We don't need jobs dedicated to serving the wealthy few. We need jobs that 
serve the people, not take their voice away from them. 

Objection: Political bias will prevent fair administration of political organizations. 

Rebuttal: Assertions about the inherent ineptitude of government serve the wealthy 
few. History proves that democratic governments often do many things very well. 
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+ #32 charges the Department of Justice to 
develop and implement a transition to civil 
law* 

+ The conversion must be complete within 
three years 

°For supporting analysis, see Chlpter 32 

The United States is adopting a civil law system. 
The Department of Justice is directed to 
implement this amendment, with the following 
milestones: 

1. Present a comprehensive, initial code and 
transition plan to Congress within one year; 

2. Obtain final approval from Congress within 
eighteen months; 

3. Substantially implement the plan within two 
years; and 

4. Fully implement it within three years. 
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1. Common law 
tradition 

2. Radical change 

32nd Amendment: Convert to Civil Law 

Objection: Our common law judicial system is proven; it works. 

Rebuttal: Many large countries have flourished with civil codes. Civil law makes 
judges accountable to the people. 

Objection: Converting to civil code is too radical. It is an integral part of our nation. 

Rebuttal: We can integrate the best of our existing legal precedents, and also 
benchmark the best modern codes across the world. We have the opportunity to 
create the world's best civil code. And it will be a code that the people can 
understand and trust; anyone can read it and know what the law is. 
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3. Lawyers 

4. Too hard to do 

32nd Amendment: Convert to Civil Law 

Objection: Lawyers provide a valuable service to society. This amendment will put 
many lawyers out of work. 

Rebuttal: True, numerous lawyers will need to find other work. But we have too 
many lawyers, and our society is too litigious. Now it will be much harder for "big 
money" to intimidate common citizens and our legal system. 

Objection: It can't be done. Common law is our social bedrock. This proposal is like 
trying to give a human a new skeleton. 

Rebuttal: Many huge corporations have successfully negotiated radical, strategic 
change. Their successes are well documented. We can keep the best of our existing 
legal precedents, and adapt the best codes from across the world. 
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Part 5, Proposed Amendments 

Chapter 37 
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+ Once the judicial branch becomes 
accountable, we can then restructure 
businesses, and make them accountable to 
the people 
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+ #33 officially recognizes 5 business 
stakeholder groups* 

+ It immediately revokes all prior legal 
precedents established by Delaware and 
other states favoring shareholders and 
creditors and ignoring other stakeholders 

+ It defines businesses as all organizations 
that are not governmental or political 
organizations 

"For supporting analysis, ..... Chapters 9 and 10 

All businesses serve the General Welfare and give 
earnest attention to five stakeholder groups: 

1. Employees; 

2. Customers and suppliers; 

3. Local communities; 

4. Governments and the environment; and 

5. Shareholders, contributors, and creditors. 

All prior legislation and legal precedents 
favoring shareholders, contributors, or creditors 
over other stakeholders are immediately revoked. 

Organizations are classified into three groups: 
governmental, political, and business. If an 
organization is not a government agency, or a 
political organization as defined by the 31st 

Amendment, then it is business. 
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1. USA is #1 

2. The States 

33rd Amendment: Business Stakeholders 

Objection: Our focus on shareholders has propelled us to the top. We will loose our 
competitive edge if we divert our focus. 

Rebuttal: Extreme capitalism is on its way out across the world. We are latecomers to 
the transition. We want good lives, not winning at the expense of common citizens. 

Objection: The states have the constitutional right to manage corporations. This 
cannot be taken away from them. 

Rebuttal: Yes, it can; that's what amendments are for. The states have failed to 
execute the job of managing corporations; instead they cater to them. The states and 
the judicial branch claimed the "invisible hand of the market" would watch over us. 
It didn't. We need fair markets, not markets that favor the wealthy few. 
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3. Shareholder 
ownership 

33rd Amendment: Business Stakeholders 

Objection: Shareholders own corporations. It has been this way for all of modem 
history. It is morally wrong to take corporations away from shareholders. This is 
nothing more than rampant communism; a brutal, failed experiment. 

Rebuttal: Corporations have no divine right to exist, and shareholders have no 
divine right to own corporations. Businesses have a right to operate only when 
government approves. Government lays the ground rules for corporations, not 
shareholders. Shareholders are just one of many parties with legitimate claims on 
corporations. Most large countries across the world place far more emphaSiS on 
stakeholders than the USA. We are losing our competitiveness because we place too 
much attention on shareholder and senior executive interests. 
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+ #34 places legal jurisdiction for large organizations 
under the federal govemment* 

+ Congress has the discretion to define "large" 
business as it sees fit; for example: 

• It can choose to focus on a small and narrow set 
of organizations, such as the top 4 banks; or 

• It can choose to cover the 30 companies in the 
Dow Jones Industrial Average, or the S&P 500 

+ Large businesses will no longer exert excessive 
influence in state, local, and federal courts; their 
legal expenditures are now monitored and 
regulated by Congress 

°For supporting analysis, seeChlpters 9 and 10 

# 34: Large business jurisdiction 

All large businesses are licensed and regulated by 
Congress, not the States. 

All major legal complaints involving them are 
matters for the federal courts, not state or local 
courts. 

The charter of any large business is revoked by a 
60% vote in Congress. 

All their legal expenditures are monitored and 
regulated by Congress. 
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1. Bureaucratic 
ineffectiveness 

2. Lost investment 

3. Definition of 
"large" 

34th Amendment: Large Business Jurisdiction 

Objection: The fall of communism proves federal jurisdiction won't work. 

Rebuttal: Federal jurisdiction over large corporations works in many leading 
countries. States are too small to do the job. 

Objection: The Founding Fathers, in their wisdom, gave control over businesses to 
the states. We will lose centuries of investment in this system. 

Rebuttal: Nothing is perfect or lasts forever. The states are too small to regulate big 
corporations. David can't win the fight against Goliath forever; hence our current 
mess. 

Objection: The term "large" is not defined. Congress will play politics with this. 

Rebuttal: This definition needs to change over time. Congress must step up to the 
plate; this charges them to do so. 
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+ #35 defines the structure of large business boards 
of directors and holds them personally liable* 

+ Boards nominate, approve, and remove their 
board members, as they do today, but Congress 
can remove any board incumbent with a 60% 
vote 

+ In this way, boards of directors for large 
businesses are ultimately under review by 
Congress 

+ Board directors are now personally liable for 
greatly favoring one stakeholder group at the 
expense of others 

"For supporting analysis, ..... Chapters 9 and 10 

# 35: Large business boards 

The Board of Directors for each large business 
has nine members as follows: one seat for each of 
five organizational stakeholders (see #33); one 
Chairman, and three at-large board seats. 

Standing board members approve and remove 
board incumbents by majority vote. Any large 
business board incumbent is removed by a sixty 
percent vote in Congress. 

Business board members are personally liable, 
without indemnity, for business or employee 
misdeeds that: greatly benefit one set of 
stakeholders at the expense of others; and could 
have been detected or substantially .. . ed 
through sound, ethical management practices 
and responsible execution of their roles. 

All prior legislation and legal precedents 
indenmifying business board members are 
immediately revoked. 
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1. Flexibility 

35th Amendment: Large Business Boards 

Objection: There is no single best board structure. This proposal is naive and overly 
simplistic. Corporations need far more flexibility. We will lose our competitiveness. 

Rebuttal: Boards are important, but they don't create wealth, workers do. 
Historically, boards protected shareholder interests. Now they will protect the 
interests of all stakeholders. US boards were infamous for making short-tenn 
decisions to benefit top executives. Now their decisions will be long-term oriented, so 
as to protect all five stakeholder groups. 
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2. Political 
intervention 

3. Board liability 

35th Amendment: Large Business Boards 

Objection: Government is too irrational and whimsical. Too many poor decisions 
will be made for political convenience rather than long-term success. 

Rebuttal: True, we need more long-term decision making. US corporations are 
infamous for their short-term focus. Government has better things to do than 
meddle in day-to-day corporate affairs. But, government must have the power to 
fire board members who greatly favor one interest group over others. 

Objection: Top directors will not be willing to put their personal assets on the line. 

Rebuttal: If a director is not willing to stand behind their promise to protect all 
stakeholders, then they are not the type of director we are looking for. 
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+ # 36 radically simplifies business taxes by shifting to an 
income tax* 

+ All complications and tax breaks involving expense 
deductions (e.g., operating expenses), or type of business 
(e.g., S Corp, C Corp, LLC, not-for-profit, etc.), are removed 
from the tax code 

+ Small businesses are protected with a progressive tax 
structure 

+ Businesses pay their income tax automatically, just as 
individuals do now 

+ A minimum share of the federal tax burden is set for 
businesses at 40% 

+ Tax code complexity is limited 
"For supporting analysis, ..... Chapter 13 

All businesses pay federal taxes on total revenue, 
with no deductions or adjustments. The tax is 
progressive to favor small businesses. Income taxes 
are paid in monthly, direct, automatic installments 
for estimated revenue; and annually for actual 
revenue. 

The Treasury ensures that businesses as a group pay, 
on average and over time, at least forty percent of 
the annual federal tax burden. 

The business tax code is limited to five thousand 
words and five pages of tax tables. 

The Treasury is directed to implement this 
amendment with the following milestones: 

1. Present a revised business tax code and 
implementation plan to Congress within six 
months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. Revenue tax 

36th Amendment: Taxes 

Objection: Businesses have very different profit margins. You can't tax every 
business in terms of revenue; low-margin businesses will be doubly punished! 

Rebuttal: The social injustices from taxing corporations on profits, and individuals 
on revenue, were unacceptable. Businesses use national resources, regardless of 
whether they are profitable or not, and this use should be taxed. Individuals don't 
receive tax breaks when they are "unprofitable;" neither should businesses. 

The alternative, taxing individuals and businesses on profits, is highly problematic: 
too complex, too subject to manipulation, hard to make stable monthly profit 
calculations for tax payments, etc. 
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2. Progressive tax 
structure 

36th Amendment: Taxes 

Objection: Progressive taxes favoring small businesses will punish large 
businesses for their success. 

Rebuttal: True, large businesses will pay a higher tax rate. But, large businesses 
will not reduce their size just to avoid taxes. Any director who thinks this way will 
not keep their post. 

Small businesses need a tax break. They struggle to survive. They provide 
essential, local economic diversification. Progressive business taxes help undo 
decades of predatory pricing by large corporations against small businesses. This 
tax approach restores small, local business health. 
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3. 40% business 
share 

36th Amendment: Business Taxes 

Objection: Prices will increase dramatically to pay for higher taxes, thus harming 
consumers, and making the US uncompetitive globally. 

Rebuttal: To be perfectly clear, the business tax increase is fully intended to be a 
transfer of wealth from businesses to society. For most companies, this will mean 
lower margins. In some cases, it will be possible to offset higher taxes through 
performance improvements or capital restructuring. Price increases are not 
justified merely to offset higher taxes; significant harm could be caused to 
consumers and the economy overall, which in turn could raise serious concerns 
about whether directors were properly considering all stakeholders. 

The USA was very competitive during the first half of the 20th century when 
businesses paid 44% of the federal tax burden. From a common citizen's 
perspective, business tax cuts have done nothing more than take from the poor 
and give to the rich. 
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4. Direct tax 
payment 

36th Amendment: Taxes 

Objection: Direct tax payment puts the government too close to the business 
revenue stream. 

Rebuttal: Individuals have been paying taxes directly to the government through 
automatic payroll deduction for over 65 years. It's about time we started the same 
thing for businesses. 

Monthly estimated payments are made possible by the switch from a profit tax to a 
revenue tax. 
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+ #37 charges the Department of Justice with 
creating a new business law code 

+ It must integrate the Bill of Business 
Responsibilities, and fully implement the 
new code within three years 

°For supporting analysis, seeChlpters 9 and 10 

The Department of Justice is charged with 
creating and implementing a national business 
code with the following milestones: 

1. Present a comprehensive business code and 
implementation plan to Congress within one 
year; 

2. Obtain final approval from Congress within 
eighteen months. 

3. Substantially implement the plan within 
two years; and 

4. Fully implement it within three years. 



• • 
lSCUSSlon 

1. New business 
code 

2. Department of 
Justice 

37th Amendment: Business Code 

Objection: It is unfair to dramatically change business rules. 

Rebuttal: True, radical change is not ideal, but sometimes it is unavoidable. 
Unfortunately, Delaware's code was written to attract businesses, not serve the 
Nation's general welfare. Worse, the Supreme Court has created numerous legal 
precedents that greatly hann the general welfare. In this situation, the only 
solution is radical change. 

Objection: The Department of Justice has no expertise in corporate law, and does 
not have the infrastructure to manage this responsibility. 

Rebuttal: True, the DOJ will need to address significant organizational 
ramifications of this amendment. Experience with global codes that recognize all 
stakeholders is now more important than familiarity with US corporate law. 
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+ I feel pretty confident about these 
recollunendations, even though I know the 
pushback will be intense 
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+ The fourth Bill uses 7 amendments to 
restructure our financial system 

+ The prior three Bills set the stage; now we 
upgrade the heart of our economic system 

+ It's like converting from Microsoft Windows 
to Apple OSX ... for the whole country 

+ It is a radical shift, and will take tremendous 
effort to implement 

+ But the shift is feasible, and the benefits are 
enormous 
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+ #38 creates a new Fed within the Treasury* 

+ It nationalizes the old one, and buys out 
commercial banks 

"For $Upportlng 1llYl)'lll!. IMle Chapters 24 and 25 

A new office of the Treasury is immediately 
created called the Federal Reserve System (Fed). 

All prior ownership and operational control of 
the prior Federal Reserve System are 
immediately transferred to the Treasury in an 
exchange of ten-year US Treasury Notes for the 
current book value of all paid-in capital by 
commercial banks. 

All major shifts in Fed policy, as defined by 
Congress, must be approved by Congress. 



• • 
lSCUSSlon 

1. Independent 
agency 

38th Amendment: Federalize the Fed 

Objection: The Fed must remain independent. Otherwise politicians will 
manipulate bank regulations for short-term political gain. 

Rebuttal: The track record of the "independent" Fed was clear: it catered to banks. 
Now the Fed is accountable to Congress and American citizens, not a few wealthy 
bankers. A federalized Fed will probably increase economic stability: its new focus 
will be the general welfare, not the interests of a few bank executives. 



The Treas and Congress 
control the economy 

+ #39 gives exclusive authority for creating 
money and canceling debt to the Treasury, 
with approval from Congress* 

+ Federal debt is partly an artifact of the old 
Fed, where banks created money for free, 
but then charged the US Government and 
taxpayers interest for creating that money 

+ It also charges the Treasury to break up 
large banks. 

°For supporting analysis, seeChlpters 24 through 21 

The authority to create or add money to the 
Nation's money supply is solely granted to the 
Treasury, with approval from Congress. 

The Treasury is authorized to cancel outstanding 
federal debt by creating money, with approval 
from Congress. 

The Treasury is authorized to provide retail and 
commercial banking services, with approval from 
Congress. 

The Treasury ensures that the 10 largest 
independent banks represent less than 50% of 
total independent banking assets. 
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1. Congress 

38th Amendment: Federalize the Fed 

Objection: Congress has no expertise in monetary policy. They will manipulate it 
for short-tenn political gain. 

Rebuttal: We must elect people with strong monetary experience, and remove 
politicians who cater to businesses rather than the general welfare. 

Once Fed regulatory rates are lifted to appropriately conservative levels, 
subsequent changes will be infrequent. 

Congress can easily improve on the Fed's poor track record; the Fed routinely 
eased bank regulations, which always hurt our economy and common citizens. 
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2. Money creation 

3. Cancel debt 

39th Amendment: Treasury Authority 

Objection: The Fed has managed money creation well. Early in the Nation's 
history, money creation was a serious problem. 

Rebuttal: GAAP accounting rules were more important than the Fed in regulating 
our money supply. Now the Treasury has exclusive authority to "coin" money, as 
originally written in the Constitution. 

Objection: The Treasury should not be allowed to cancel debt. They will spend 
more than we can afford. 

Rebuttal: Banks created money out of thin air for 200 years. If the Treasury had 
been doing it instead, there would be no US government debt. When our 
government was formed, it had no money, and banks had tremendous power. 
They took monetary control from the Treasury. That control is now returned to its 
rightful place in government. 
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4. Federal banking 
• servIces 

5. Large bank 
disaggregation 

39th Amendment: Treasury Authority 

Objection: The federal government can't provide banking services; that's not their 
rightful place in society . 

Rebuttal: It works well in many countries. Checking, savings, and credit card 
accounts are now commodity services. They are great candidates for 
federalization. Small consumer and business loans are more complicated, but may 
also fit well under a Federal bank service umbrella. 

Objection: Smaller banks will be less profitable and less competitive in global 
markets. 

Rebuttal: Perhaps, but the total cost to society from huge banks has proven to be 
great. (Remember "too big to fail?") 
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+ #40 places reasonable restrictions on banks 
from excessive gambling* 

+ History tells us a reserve requirement of 18% or 
higher serves us well 

+ This wording makes the Fed accountable to the 
Treasury, and then to Congress for major policy 
decisions such as adjusting the reserve 
requirement 

+ It also stipulates that Treasury loan rates may 
not be undercut by independent banks; this 
gives the Fed more direct control over banking 
practices 

°For supporting analysis, seeChlpters 24 through 21 

The minimum reserve requirement enforced by 
the Federal Reserve for independent banks is 
eighteen percent. The Treasury may adjust the 
reserve requirement above this threshold, with 
approval from Congress. 

The overnight discount loan structure used by 
the Federal Reserve with independent banks is 
set by the Treasury, with approval from Congress. 

Loan rates set by the Treasury and approved by 
Congress become benchmarks which 
independent banks are prohibited from 
undercutting. 
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1. Reserve 
requirement 

2. Lowest rate 

40th Amendment: Key Fed Regulations 

Objection: An 18% reserve requirement is ancient history and totally out of touch 
with today's market reality. 

Rebuttal: Banks have been totally out of touch with risk and how to manage it, as 
proved by our unrelenting zigzag economic performance, and the recent recession 
in particular. 18% is precisely in keeping with what has worked well in the past. It 
is the rate originally established for the Fed back in 1913. The message is simple to 
banks: take less risk. 

Objection: The free market and banks should set the lowest interest rate. 

Rebuttal: The Fed's ability to regulate was severely hampered when banks were 
allowed to undercut the Fed. Now the Fed's power over banks will be more 
substantial. Again, the message is simple to banks: take less risk. 



and securities re lation 

+ #41 places FASB, and therefore all 
accounting standards, under the 
jurisdiction of the Treasury* 

+ It also makes the SEC and the CFTC a 
combined office within the Treasury 

+ All major policy shifts by these previously 
independent agencies are now defined and 
approved by Congress 

"For supporting analysis, ..... Chapters 24 through 27 

#41: Federalize FASB, SEC, and CFTC 

A new office within the Treasury is immediately 
created called the Financial Accounting 
Standards Board (FASB). 

All prior ownership and operational control of 
the prior Financial Accounting Foundation (FAP) 
are immediately transferred to the Treasury in an 
exchange of ten-year US Treasury Notes for the 
current book value of all paid-in capital by any 
party. 

A new office within the Treasury is immediately 
created called the Securities and Exchange 
Commission (SEC). The prior SEC and the prior 
Commodities Futures Trading Commission 
(CFTC) are now integrated and managed within 
the Treasury. 

All major shifts in SEC policy, as defined by 
Congress, must be approved by Congress. 
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1. FASB 

2. Independent 
• agenCIes 

41st Amendment: Federalize FASB, SEC, and CFTC 

Objection: FASB was well respected and effective. It should be left alone. 

Rebuttal: The "independent" FASB repeatedly failed to address numerous 
accounting problems that hurt our economy. It catered to businesses and did not 
protect the general welfare. This amendment changes this unhealthy dynamic. 

Objection: We need independent agencies to prevent major policy shifts from one 
administration to the next. 

Rebuttal: The SEC and CFTC have made huge policy shifts over the last 30 years, 
most of which involved financial deregulation. Their "independent" status created 
ambiguity. We need to make it clear: they are accountable to the American people, 
through Congress, not the financial services industry. 
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sc emes 

+ #42 eliminates deceptive accounting of 
deposits and loans* 

+ The Treasury is charged with developing 
and implementing a plan, based on 
Congressional approval 

"For supporting analysis, ..... Chapters 24 through 27 

Independent banks are prohibited from recording 
deposits or loans as balance sheet assets. Only 
fees collected in association with such 
transactions are recorded as assets. 

The Treasury is directed to implement this 
amendment with the following milestones: 

1. Present a revised set of Generally Accepted 
Accounting Principles (GAAP) and 
implementation plan to Congress within six 
months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. Accounting rules 

42nd Amendment: Deposits and Loans 

Objection: Banks have done a great job of creating money in response to consumer 
demand. Plus, deposit and loan accounting practices have served us well for 
centuries. 

Rebuttal: Bank accounting is nonsensical and unethical. Banks should only record 
unique assets on their balance sheets, not assets that belong to others. Their 
balance sheets should only record realized value added. 

The ramifications of this amendment will be felt in other industries, such as the gas 
and oil industry. (Remember Enron? Much of the problem stemmed from 
ambiguous GAAP rules.) 
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+ #431ists the critical steps required to 
reduce transaction volumes* 

+ It emphasizes the need for simple, 
understandable financial instruments 

+ Volume and derivatives, in combination, 
have undermined the stability of our 
financial system 

+ By bringing them back under control, we 
will restore financial stability to our 
economy 

"For $Upportlng 1llYl)'lll!. IMle Chapter IB 

For the financial services industry, the Treasury is directed 
to: 

1. Restore and maintain conservative capital 
requirements; 

2. Levy transaction tariffs to radically reduce, then 
maintain, stable trading volume levels; 

3. Eliminate financial instruments that only increase 
wealth in the financial services sector; and 

4. Greatly reduce the number of complex financial 
transactions, with a strong bias toward eliminating all 
but simple, "buy and hold" stock and bond 
transactions. 

The Treasury is directed to implement this amendment 
with the following milestones: 

1. Present a revised set of Generally Accepted 
Accounting Principles (GAAP) and implementation 
plan to Congress within six months; 

2. Obtain final approval from Congress within one year. 

3. Fully implement the plan within two years. 
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1. The financial 
services industry 

2. Specific 
guidelines 

43rd Amendment: Transaction Volume Reduction 

Objection: US banks are global leaders in financial innovation and have been 
major contributors to our economic growth. This will destroy many high-paying 
jobs, which our economy sorely needs. 

Rebuttal: We have been leaders in financial risk mis-management, which has hurt 
the world, not helped it. The financial services industry has devolved into: 
legalized gambling, get-rich-quick schemes, imaginary profits, derivative smoke 
and mirrors, and runaway speculation. It's growth has been at the expense of other 
industries. We must return to the basic fundamentals: creating true value, and 
serving the economy. 

Objection: This amendment is not specific, like most of the others. 

Rebuttal: True, but Congress needs flexibility to manage the pace for reducing 
transaction volume and eliminating risky investment vehicles. 
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+ Large corporations are too large, not just 
because they have done a lot of things 
right, but because they take unfair 
advantage of smaller, local businesses* 

+ Our practice of catering to large 
corporations must end 

+ The Federal Trade Commission is no longer 
an independent agency; it is now part of 
the Department of Commerce 

"For $Upportlng alYlysb. IMle Chapter 21 

# 44: Small business protection 

Every small business has the right to adequate 
protection from unfair competition; particularly 
from discriminatory price, volume or other trade 
discounts or business practices favoring larger 
businesses. 

The Federal Trade Commission is within the 
Department of Commerce. 

The Department of Commerce is directed, with 
support from the Department of Justice, to 
implement this amendment with the following 
milestones: 

1. Present recommended legislation to 
Congress within six months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. Small businesses 

44th Amendment: Small Business Protection 

Objection: This amendment will greatly reduce our global competitiveness. 

Rebuttal: Global competitiveness does not serve the general welfare if it means 
hurting small businesses. They add diversification and creativity to our economy. 
To have a "fair market economy," we need a level playing field. Volume discounts 
and predatory pricing were unfair and harmed the economy. 
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+ #45 serves as a critical reminder to the 
President and Congress of their 
accountabilities in monitoring and 
enforcing financial regulations* 

+ After decades of regulatory agency 
reductions, these departments can't do an 
adequate job 

+ This amendment reverses this trend 

"For IUpportins analyat.,. _ a..pln- 31 

The President is charged with ultimate 
responsibility, and Congress must provide 
sufficient funding, for monitoring and enforcing 
financial regulations. Key departments to rely on 
include the Treasury, the Department of Justice, 
and the Federal Bureau of Investigation. 
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1. Regulations limit 
competitiveness 

45th Amendment: Enforcement 

Objection: Regulations restrict business creativity and divert attention away from 
value creation. 

Rebuttal: Only businesses that make profits by cutting comers need to worry 
about this amendment. The President and Congress must take aggressive 
measures to ensure that economic regulations are implemented and enforced. 

Creativity has been a tremendous American asset; one of our core strengths. 
Increasingly, people see their creative efforts do nothing more than line the pockets 
of the wealthy few. That undermines creativity. Regulations that ensure we have a 
level playing field enhance creativity. People need to see a clear connection 
between their creative effort, and their personal return. That's what these 
amendments do. The result will be greater effort, more creativity, and better lives 
for everyone. 
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+ I feel incredibly excited about the 
possibility of a new financial system 
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+ Once we have businesses and the economy 
structured properly, we can address our 
tremendous economic safety issues: 

• Poverty 

• Healthcare 

• Student loan debt 

Economic Needs Hierarchy 

Fulfillment 

Safety 
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+ Conditional love of US citizens ends now* 

+ Large businesses must pay a living wage, 
or 20% above the poverty line 

+ Income shortfalls for people living below 
the poverty line are covered by 
government 

+ The Department of Labor now does far 
more than report statistics; it is responsible 
for solving major national wage problems 

"For supporting analysis, ..... Chapters 17, 29 

Large businesses: pay wages that at least allow 
individuals to live twenty percent above the poverty 
line; make annual retirement contributions for 
workers; and are prohibited from frequent use of 
part-time, temporary, or independent contract labor. 

The gap between actual income and the poverty line 
is paid, for all citizens, by federal, state, and local 
governments. 

The DepaI lment of Labor, with support from all 
other relevant executive departments, is directed to 
implement this amendment with the following 
milestones: 

1. Design and present a poverty gap closure 
program and implementation plan to Congress 
within six months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. High cost 

46th Amendment: Poverty 

Objection: Wage increases will force large businesses to raise prices, making them 
uncompetitive globally or with small businesses. 

Rebuttal: 20% above the poverty line is the standard definition of the "low income 
line." Currently, some large businesses, most notably Wal-Mart, pay workers 
below the poverty line. This pushes wages down nationwide, which is 
unacceptable. Once a business becomes large, it must pay employees at or above 
the low income line. 

Companies will pay for higher wages out of performance improvements, or out of 
profit margins or dividends. Directors will be personally liable for price increases 
strictly related to wage increases. 
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+ Most of the developed world already 
covers basic healthcare costs for its 
citizens * 

+ This amendment addresses the core barrier 
to implementing national healthcare: the 
health insurance industry 

+ The Department of Health and Human 
Services is charged with responsibility for 
implementing this amendment 

"For $Upportlng 1llYl)'lll!. IMle Chapters 17, 29 

Basic healthcare costs are paid for all citizens by 
federal, state, and local governments. 

Basic healthcare cost regulation is managed by the 
Department of Health and Human Services (HHS). 

Much of the health insurance industry is no longer 
needed. Offers to acquire some of these current and 
fixed assets at market value may be made by the 
HHS. Governments have no financial liability for 
any unacquired health insurance industry assets. 

The HHS, with support from the Treasury, is 
directed to implement this amendment with the 
following milestones: 

1. Present a universal healthcare program and 
implementation plan to Congress within six 
months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. Health insurance 
industry 

2. Cost 

47th Amendment: National Healthcare 

Objection: You can't kill the health insurance industry; that's unethical. These 
businesses have a right to exist. Legislation that kills them is unlawful. 

Rebuttal: If laws can be passed to create or boost certain industries, then the 
reverse can be true as well. Businesses do not have divine rights. They exist at the 
pleasure of society. They are allowed to use society's resources only when it is in 
the best interest of society. 

The largest hurdle to national healthcare has been the insurance industry. They 
have been "the tail wagging the dog." We need to bite the bullet and get on with it. 

Objection: We can't afford national healthcare. 

Rebuttal: Basic healthcare is an entitlement. This amendment aligns our national 
healthcare policy with our values. 



os ent on a e 

+ We must eliminate a major chunk of student 
loans* 

+ All in-state education through 4 years of college 
is paid by local, state, and federal governments 

+ Student debt is no longer excluded from 
bankruptcy 

+ Financial markets will not be bailed out due to 
this amendment 

+ The Department of Education will be supported 
by the Treasury in implementing this plan 

"For $Upportlng 1llYl)'lll!. IMle Chapter 30 

All public education costs, through four years of college 
at in-state community or state colleges, are paid by 
local, state and federal governments. 

All currently outstanding student loans for in-state, 
undergraduate education at community and state 
colleges are assumed by the federal government. 

Student education debt is not exempt from bankruptcy. 

Governments are not liable for any impact on financial 
markets resulting from this amendment. 

The Department of Education, with support from the 
Treasury, is directed to implement this amendment with 
the following milestones: 

1. Present a program and implementation plan to 
Congress within six months; 

2. Obtain final approval from Congress within one 
year. 

3. Fully implement the plan within two years. 
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1. Student 
responsibility 

2. Cost 

48th Amendment: Student Financing 

Objection: Students need to take responsibility for their higher education costs. 
This amendment is too soft on young adults. 

Rebuttal: We don't have a level playing field if millions of students leave college 
with crushing student loan debts, and then can't find respectable jobs. The 
situation is completely unacceptable. We have to fix this so that college graduates 
have a fighting chance to make it in the world. 

Objection: We can't afford to payoff education costs and guarantee college to 
everyone. 

Rebuttal: Education through college is an entitlement. This amendment aligns our 
education policy with our values. Additionally, increased investment in education 
will strengthen our competitiveness. 
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+ The following two amendments will have 
tremendous impact; they restructure how 
work rewards are allocated in our economy 

Economic Needs Hierarchy 

Fulfillment 

Failliess 



ers e ro ItS 

+ Workers must get their fair share of the 
profits* 

+ A minimum claim of 50% of after-pay 
profits is guaranteed to workers 

+ In industries with high employee risk, their 
claim is higher 

+ Individual claims on profits are in 
proportion to contribution 

+ Profits can be paid out in cash or stock 
"For $Upportlng 1llYl)'lll!. IMle Chapter 22 

#49: Worker profit sharing 

Workers have a legitimate claim on large company profits. 
Minimally, their claim is fifty percent of annual after-pay 
profits (net profits less worker pay). In industries with high 
worker risk (e.g., high layoffs, turnover, injuries, etc.) or 
high human capital expenditures (e.g., worker pay is a 
leading operating expense), their legitimate claim is higher. 

Individual profit awards are proportional to annual and 
long-term contributions, and the top ten percent of all 
awards are less than thirty percent of the total. 

Boards may compensate worker profit claims through 
various means (e.g., cash bonuses, stock grants) based on 
consideration of all stakeholder interests. 

The Department of Labor is directed to implement this 
amendment with the following milestones: 

1. Design and present worker equity guidelines and an 
implementation plan to Congress within six months; 

2. Obtain final approval from Congress within one year. 

3. Fully implement the plan within two years. 
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1. Worker shares 

2. Reinvesbnent 

49th Amendment: Worker Profit Sharing 

Objection: Workers are not entitled to profit sharing; they are paid a wage in 
exchange for their contribution, and that is sufficient. 

Rebuttal: Boards often reward executives with huge shares of profits, through cash 
awards and stock grants, yet seldom share profits with rank-and-file workers. This 
inequity is not aligned with our values. The rank-and-file create the profits, and 
take huge financial risks to generate those profits. Therefore, they earn a share of 
the profits. 

Objection: Businesses need to reinvest their profits, not pay them out in 
compensation. 

Rebuttal: Boards can choose to settle worker profit claims through stock rather 
than cash awards. One of the best invesbnents in the future a business can make is 
to strengthen employee motivation and comrnibnent to company success. 
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3. Labor market 

4. Reinvestment 

49th Amendment: Worker Profit Sharing 

Objection: The labor market has proven for centuries that profit sharing is not 
necessary to reward workers fairly. 

Rebuttal: Labor markets have never been fair. Societies have consistently tolerated 
greed, minimized worker risks, and failed to ensure pay equity. Specific labor 
market regulations are needed to align our compensation practices with our values 
and finally generate equitable profit sharing for workers. 

Objection: Large executive bonuses are essential to delivering outstanding 
company results. 

Rebuttal: Boards routinely exaggerate the importance of money in motivating 
executive performance. If an executive is not highly motivated to deliver 
outstanding results for $2 million, the board needs to find one who is. 
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+ Women and non-white workers must be 
paid equal to white men 

+ The Equal Employment Opportunity 
Commission (EEOC) is now part of the 
Department of Labor 

' For wpportlng 'Nllysls. see Chapltt 22,. 32 

Women and non-whites are entitled to equitable 
wages and employment opportunities compared 
to white men. 

The Equal Employment Opportunity 
Commission (EEOC) is now part of the 
Department of Labor. 

The Department of Labor, with support from the 
Department of Justice, is directed to implement 
this amendment with the following milestones: 

1. Design and present worker equity guidelines 
and an implementation plan to Congress 
within six months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. Labor market 

2. Bipartisan 

50th Amendment: Pay Equity 

Objection: The labor market should decide pay levels. 

Rebuttal: We've tried minimal labor market regulation, and we consistently get 
incredibly unfair results. We need labor market regulations that ensure our values 
are reflected in pay for women and minorities. 

Objection: The EEOC should remain a bipartisan organization. 

Rebuttal: The EEOC has no clear accountability. This has contributed to their 
failure to regulate and prevent rampant employment and advancement 
discrimination, and unacceptably low pay for women and minorities. 
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+ I feel ready to fight hard for these 
recommendations, and to reverse the 
tremendous injustices they address 
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+ #51 establishes a simple, progressive tax on 
income* 

+ It is "loop-hole free" because deductions 
and adjustments are disallowed 

+ It caps income and net worth 

"For supporting analysis, ..... Chapter 13 

#51: Individual taxes 

Individuals pay federal taxes on total income, 
with no deductions or adjustments. The tax is 
progressive to favor lower incomes. 

Personal income in excess of one hundred times 
national median annual pay, and net worth in 
excess of five hundred times national median 
annual pay, are taxed at one hundred percent. 

The individual tax code is limited to five 
thousand words and five pages of tax tables. 

The Treasury is directed to implement this 
amendment with the following milestones: 

1. Present a program and implementation plan 
to Congress within six months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. Caps 

51 st Amendment: Individual Taxes 

Objection: Capping pay and net worth is outrageous. It is un-American, and 
unethical. Anyone who advocates this should be imprisoned for instigating class 
warfare, which is a threat to national security. 

Rebuttal: Emotions are bound to run high around the topic of income and wealth 
redistribution. The solution is to focus on our value of fairness, and the lack of 
fairness created by extreme income and wealth disparity. 

Centuries of greed have created tremendous inequity in the distribution of 
rewards. Taxes are a clear and effective method for setting boundaries on greed 
and distributing wealth equitably. 
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2. Progressive 

3. Deductions and 
allowances 

52nd Amendment: Young Adult Service 

Objection: Progressive taxes punish those who are successful. They create class 
warfare. 

Rebuttal: Reductions in the top tax rate have contributed to the rise in income and 
wealth disparity. Progressive taxation may become less aggressive once extreme 
income and net worth levels are capped. 

Objection: Large families need deductions to help them cover their higher 
expenses. 

Rebuttal: We have social programs for families living in poverty. 
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+ #52 recognizes the importance of making 
significant contributions to society before 
focusing exclusively on a personal career 

+ It also provides badly needed employment 
opportunities for young adults* 

"For supporting analysis, ..... Chapter 19 

adult • senllce 

Every young adult gives at least twelve months 
of paid public service in a government-sponsored 
program, sometime between the ages of eighteen 
and twenty-five, unless exempt due to disability. 

The Department of Labor, with support from all 
other relevant executive departments, is directed 
to implement this amendment with the following 
milestones: 

1. Design and present a young adult service 
program and implementation plan to Congress 
within six months; 

2. Obtain final approval from Congress within 
one year. 

3. Fully implement the plan within two years. 
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1. Exemptions 

2. Cost 

52nd Amendment: Young Adult Service 

Objection: We need exemptions for students who do not finish their studies by the 
age of 25. 

Rebuttal: Public service is essential to creating awareness of who we are as a 
people and a nation. The disability exemption is sufficient. 

Objection: We can't afford this program. 

Rebuttal: Young adult unemployment is a serious social problem and needs to be 
addressed. Tremendous contributions can be made by young adults to serve the 
needs of society. 
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+ I feel so much gratitude that you hung in 
there with me all this way through the 
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twas ar to sto at 
en ments! 

+ There are so many other vital aspects to 
our democracy that need attention and 

• repaIr 

+ 15 pressing issues that were postponed are 
listed in this section 

I 

, 

-- - .-
~ 

• . . - • - - • 



" • 
-,,1St '-' t er ssues" e 

1. Direct corporate 
funding of 
government 

• agenCIes 

2. Corporate funding 
of "independent" 
government 

• agenCIes 

Should businesses be prohibited from directly funding federal, state, or local 
governments or their agencies? For example, pharmaceutical companies fund the 
Food and Drug Administration, creating potential conflicts of interest. 

Should businesses be prohibited from funding "independent" government 
agencies? For example, Los Alamos National Labs, a highly classified nuclear 
bomb research facility, is operated by Los Alamos National Security, LLC - a 
private, limited liability company registered in Delaware. It was formed by 
corporations such as Bechtel, Babcock & Wilcox Technical Services, and URS 
Energy and Construction. Does it make sense that national security is in the hands 
of private, for-profit corporations? 
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3. Privatization of 
public services 

4. Military industrial 
complex 

5. Unapproved wars, 
covert operations, 

• spymg 

Should businesses manage public services such as schools and prisons? The 
nation-wide trend toward privatization has questionable merit. 

The world thinks we use force too often. Most Americans think we spend too 
much defending other countries. But will our defense budget be cut? Too often 
President Eisenhower's warning has not been heeded. Why? The military has too 
much power over our democracy. What are we going to do about it? 

Should American presidents be free to operate wars that are not approved by 
Congress? The Constitution says no, but that has not stopped it from happening, 
over and over again. And what about secret operations that we never hear about 
or only learn about years, or decades later? 
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6. Bicameral congress 

7. Direct presidential 
election 

Does our bicameral congress work? Should we have one legislative body rather 
than a House and a Senate? Can a bicameral legislative branch operate effectively 
in today's fast-paced world? Should our legislative branch be 100% representative 
of the people, rather than tilted in favor of State representation, as is currently the 
case with the Senate? 

There is widespread support to remove the electoral college and detennine 
presidential elections through direct, popular vote. Why have numerous efforts to 
make this change failed? Is it because the wealthy few have less influence in such a 
system? 
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8. Reduced public 
spending 

9. Gerrymandering 

Do cutbacks in spending on education, and things like roads and bridges, harm 
our future competitiveness? Have cuts in public funding of the arts eroded our 
civility and awareness of our humanity? Have we gone too far for too long? 

Should voting districts be subject to political manipulation? Should a nation-wide 
districting system be adopted? Voting districts in many states were designed to 
favor democrats or republicans, depending on which party had the power at the 
time. Numerous simple, mathematical techniques are now available for creating 
unbiased voting districts. 
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10. Code of business 
ethics 

11. Civil liberties 
• eroslOn 

12. Population and 
immigration 

Should a code of business ethics be taught in our nation's business schools? Does 
the economics profession need an ethics code? 

Many think the Patriot Act eroded our civil liberties. Government spying on private 
citizens has increased. Our lives are less private than they once were. Free access to 
the internet is being threatened. The sense of living in a military state has increased, 
from airports to protest marches. Do we need to do something about this? 

The current human population is well beyond sustainable. What should we do 
about it? Low human population levels are sustainable: resources consumed by 
humans are replaced by other natural systems. As the human population grows, 
nature's ability to replace what we consume diminishes. 
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13. Religious 
intimidation 

14. Right to protest 
• • mcurSlOns 

15. Gun control 

Expressions of religious belief are personal. Should federal, state, and local 
governments, and their representatives, be prohibited from endorsing or 
advocating a particular religion, religious text, or category of religions? Should 
expressions such as "In God We Trust" or "So help me God" be phased out? 

Have our laws become too unfriendly to protesters? Should police be more 
focused on protecting protesters and facilitating their activities, rather than 
restricting and inhibiting them? 

Should gun control regulations by federal, state and local governments be 
permitted? The Supreme Court has used the 2nd amendment to strike down many 
legislative attempts to regulate guns. 
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+ ... I planned to conclude by advocating for 
the creation of a political movement 

+ Then came Occupy Wall Street 

WHAT 
IS OUR 

ONE 
DEMAND? 

• 



lrst was 
ou t 

• Three weeks into the movement, my son invited me to 
drive with him to Zuccotti Park in New York City, and I 
accepted 

• At first I was nervous and uncomfortable: all the police, 
unwashed campers, poor sanitation ... 

• But then I followed my son's lead and started talking to 
protesters 

+ I was amazed by how well educated they were about what 
was going on, and they knew a lot about group process 

+ I realized: "This is it! This was the movement we've been 
waiting for!" 

+ I decided to adopt the Occupy movement in my work 
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+ We needed a people's movement without 
ties to a political party; both Democrats 
and Republicans have failed us 

+ We needed a movement that made us 
uncomfortable; something to wake us up; 
we've been resigned, even depressed, 
about our economy 

+ We've been accepting a system that does 
not work for us; we've thought there was 
nothing we could do about it; we were 
resigned to accept our fate 
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+ Part of what makes us uncomfortable 
about Occupy is its lack of demands 

+ It's a great approach: draw people in with 
the void of no specific platform 
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+ Another part of what makes us 
uncomfortable about Occupy is its lack of 
leaders 

+ Again, it's a great approach: draw people 
in with the void of no declared leaders 

N • • • I'm in rontrol here .. . N ~ Aie:Jcander Haig.. March 3(J, 1'181 



But it is time to rele 
the 

• 
emocranc process 

+ The Occupy movement emphasizes 
democratic process 

+ They have lOa's of trained process 
facilitators across the country 

+ Hand signals and other techniques are 
being widely used to encourage balanced 
participation in group meetings 



t's time to 
on t e streets! 

+ We need widespread, peaceful protests 

+ Our nation has a proud heritage of 
protesting injustice 

+ But you wouldn't guess it from the 
tremendous backlash across the country 

'Howard, Zinn. Failu l'li 10 Qull: 1I4I«/io", of' M OpI;"';Jlic His/orUm, 2002 

"Civil disobedience is not our problem. 

Our problem is civil obedience. 

Our problem is that people all over the world 
have obeyed the dictates of leaders ... and 
millions have been killed because of this 
obedience ... 

Our problem is that people are obedient all over 
the world in the face of poverty and starvation 
and stupidity, and war, and cruelty. 

Our problem is that people are obedient while 
the jails are full of petty thieves ... (and) the 
grand thieves are running the country. 

That's our problem." 

Howard Zinn * 
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+ ... to make you uncomfortable 

+ A 35 amendment proposal is easy to 
dismiss as audacious 

+ But maybe some of this will seep in; maybe 
some will even stick with you 

+ I hope I've clarified how deep a hole we've 
dug for ourselves ... 

+ ... and the tremendous effort it will take to 
fix our economy 
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Occupy our constitution 

Occupy our judicial branch 

Occupy our corporations 

Occupy our economy 

Occupy our country 



for more information, go to -'-'-:....:......:..:....:.=d:..::e=eO,Fp-=e=c=o=n=o=m:..:-=ic=s:..:..;.c=o::..:m=r 
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