       Sunday September 21, 2008
Secretary of the Treasury Paulson has submitted a three page bill to congress aimed at addressing the current financial crisis.  He and many of the country’s leaders strongly recommend quick passage to avoid a disastrous “Melt Down” of the National and World Economy.  A “Once in a Hundred Years Event” in the words of Alan Greenspan – and many others.  Its definately “Paradigm Shifting Time” – BIG TIME – here on planet Earth and there are bound to be many variegated reactions to the Historical event.
 I suggest that World citizens follow the “Three Page” limitation accepted by Secretary Paulson and lay out their idea and context within a similar - “Three Page” -  limit of the causes, implications and prognostications as to their thoughts on the matter – a sort of collective Brain Storming exercise in citizenship, participation and responsibility.  It would seem fair that links could be included in the Three Page Formulas – but we certainly want to keep the dialogue pithy dare we say “poetic or artful economy of language” yes we dare so propose! - suitable to the so very apparently limited attention spans of the people at the other end of postings on the marvelous Internet which we obviously need to get any good word out - which might emerge out of the exercise – way out there. Communications is the name of the game & in the interest of that I am going to attempt to get it down to “Three Little Pages” to mimic the sentiment of the popular song “Three Little Words” in support of an understanding under the rubric of “Binary Economics” and suggest that all interested parties - from hard core Marxists to Friedmanites - might do likewise. But before I make the effort let’s consider the official language of the Paulson Proposal.
-----------------------------------------------------------------------------------------------------------September 20, 2008

Text of Paulson Plan

LEGISLATIVE PROPOSAL FOR TREASURY AUTHORITY TO PURCHASE MORTGAGE-RELATED ASSETS 

Section 1. Short Title. 

This Act may be cited as ____________________. 

Sec. 2. Purchases of Mortgage-Related Assets. 

(a) Authority to Purchase.--The Secretary is authorized to purchase, and to make and fund commitments to purchase, on such terms and conditions as determined by the Secretary, mortgage-related assets from any financial institution having its headquarters in the United States. 

(b) Necessary Actions.--The Secretary is authorized to take such actions as the Secretary deems necessary to carry out the authorities in this Act, including, without limitation: 

(1) appointing such employees as may be required to carry out the authorities in this Act and defining their duties; 

(2) entering into contracts, including contracts for services authorized by section 3109 of title 5, United States Code, without regard to any other provision of law regarding public contracts; 

(3) designating financial institutions as financial agents of the Government, and they shall perform all such reasonable duties related to this Act as financial agents of the Government as may be required of them; 

(4) establishing vehicles that are authorized, subject to supervision by the Secretary, to purchase mortgage-related assets and issue obligations; and 

(5) issuing such regulations and other guidance as may be necessary or appropriate to define terms or carry out the authorities of this Act. 

Sec. 3. Considerations. 

In exercising the authorities granted in this Act, the Secretary shall take into consideration means for-- 

(1) providing stability or preventing disruption to the financial markets or banking system; and 

(2) protecting the taxpayer. 

Sec. 4. Reports to Congress. 

Within three months of the first exercise of the authority granted in section 2(a), and semiannually thereafter, the Secretary shall report to the Committees on the Budget, Financial Services, and Ways and Means of the House of Representatives and the Committees on the Budget, Finance, and Banking, Housing, and Urban Affairs of the Senate with respect to the authorities exercised under this Act and the considerations required by section 3. 

Sec. 5. Rights; Management; Sale of Mortgage-Related Assets. 

(a) Exercise of Rights.--The Secretary may, at any time, exercise any rights received in connection with mortgage-related assets purchased under this Act. 

(b) Management of Mortgage-Related Assets.--The Secretary shall have authority to manage mortgage-related assets purchased under this Act, including revenues and portfolio risks therefrom. 

(c) Sale of Mortgage-Related Assets.--The Secretary may, at any time, upon terms and conditions and at prices determined by the Secretary, sell, or enter into securities loans, repurchase transactions or other financial transactions in regard to, any mortgage-related asset purchased under this Act. 

(d) Application of Sunset to Mortgage-Related Assets.- -The authority of the Secretary to hold any mortgage- related asset purchased under this Act before the termination date in section 9, or to purchase or fund the purchase of a mortgage-related asset under a commitment entered into before the termination date in section 9, is not subject to the provisions of section 9. 

Sec. 6. Maximum Amount of Authorized Purchases. 

The Secretary's authority to purchase mortgage-related assets under this Act shall be limited to $700,000,000,000 outstanding at any one time 

Sec. 7. Funding. 

For the purpose of the authorities granted in this Act, and for the costs of administering those authorities, the Secretary may use the proceeds of the sale of any securities issued under chapter 31 of title 31, United States Code, and the purposes for which securities may be issued under chapter 31 of title 31, United States Code, are extended to include actions authorized by this Act, including the payment of administrative expenses. Any funds expended for actions authorized by this Act, including the payment of administrative expenses, shall be deemed appropriated at the time of such expenditure. 

Sec. 8. Review. 

Decisions by the Secretary pursuant to the authority of this Act are non-reviewable and committed to agency discretion, and may not be reviewed by any court of law or any administrative agency. 

Sec. 9. Termination of Authority. 

The authorities under this Act, with the exception of authorities granted in sections 2(b)(5), 5 and 7, shall terminate two years from the date of enactment of this Act. 

Sec. 10. Increase in Statutory Limit on the Public Debt. 

Subsection (b) of section 3101 of title 31, United States Code, is amended by striking out the dollar limitation contained in such subsection and inserting in lieu thereof $11,315,000,000,000. 

Sec. 11. Credit Reform. 

The costs of purchases of mortgage-related assets made under section 2(a) of this Act shall be determined as provided under the Federal Credit Reform Act of 1990, as applicable. 

Sec. 12. Definitions. 

For purposes of this section, the following definitions shall apply: 

(1) Mortgage-Related Assets.--The term mortgage- related assets means residential or commercial mortgages and any securities, obligations, or other instruments that are based on or related to such mortgages, that in each case was originated or issued on or before September 17, 2008. 

(2) Secretary.--The term Secretary means the Secretary of the Treasury. 

(3) United States.--The term United States means the States, territories, and possessions of the United States and the District of Columbia. 
There is lot of the “What” addressed in Secretary Paulson’s proposal.  It would seem the United States Government is in the process of establishing (belatedly?) what might be seen as a “Re Insuring” role (putting the “Full Faith and Credit” of the United Stares Government) behind a seemingly inadequate Commercial Capital Credit Insurance Underwriters - that is an Insurance Industry against Business loss – despite all the inventive use of Swaps and Derivatives and related procedures by the banking Industry – to deal with the various levels of risk in the Economic order.
Interestingly these were the two aspects of a General Theory Model proposed by Louis O. Kelso and Mortimer Adler in their 1958 Book “The Capitalist Manifesto” – A precursor document in the foundation of the “Binary Economics” Paradigm.   They referred to and  suggested a new institution to be created to be named the “CAPTIAL DIFFUSION  REINSURANCE  CORPORATION (CDRC)”.  They suggested this 50 years ago as essential to a ”Systems” approach - as part of an overall “Paradigm”.  Unfortunately our leaders have not had the wit, wisdom or understanding (more about that later) to institute a “Binary” understanding of Economic reality - hence the current financial crisis. 
I would suggest that is what Secretary Paulson is in the beginning process of instituting and - further that the institutional arrangement which will emerge out of the current crisis -  could not more appropriately be named than the “Capital Diffusion Reinsurance Corporation (CDRC)” right there next to the Federal Reserve Bank (FED) on the “General Theory” Chart below.  Better late than never – but 50 years is a mighty long wait – and the battle is still not won and will be fought tooth and nail by untold backsliding tendencies. The CDRC perhaps is now coming into being – finally – under dint of sheer necessity – always a less than optimum circumstance – but encouraging none the less as it could/would perform the much needed “Backstop” function in the Economic Order that is  presently needed - and even more significantly perhaps - which the future now not only requires but also - newly now - allows. Here is the General Theory chart.

Avoiding the ultimate questions whose answers are destined to be synergistically encompassed – shrouded even - within higher orders of mystery – including the modeling which could indicate humanity might well have transcended “Material Scarcity” within the same Yin and Yang recognition of Universe – from the modeling - that the technological weapons systems seem to indicate a “totally new” Existentially significant “Species Lethal” quality now.  Both are now at the level of capability. But short of all that – in the more “realistic” – practical  realm of “Economics” – it would seem  a very important conclusion as to why the CRISIS is summed up the general idea  – “Mankind Has Not Made His Peace With The Machine” or in other words with the Technology.  At a economic theoretical level we have been fixated on the “Labor Theory of Value” which informs or even essentially underpins virtually all Economic theory  from Smith.,  Ricardo,  Marx,  Marshall,  Keynes, Schumpeter, von Hayek, Mundell right up to & including Friedman, are all accepting of - built upon “accepted” Economics – all share the same  myopia.  The only exception would seem to be Louis O. Kelso – in a time of “Change” – which will emerge.   See: http://en.wikipedia.org/wiki/Labour_theory_of_value  

 
The basic Policy Grounding Statement of the American Economy is “The Employment Act of 1946” - That will have change within the “Binary Model” which is now emerging.  Good.
See: http://en.wikipedia.org/wiki/Employment_Act_of_1946 
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Louis O. Kelso and Patricia Hetter Kelso estimates of the relative real inputs to production in the American economy of Labor (Physical and Intellectual) and Capital over time assuming reasonably competitive markets.  So ingrained is the “ethic” of the “Labor Theory of Value” that they thought it best to refer to Capital Owners as “Capital Workers” in keeping with their understanding that Capital instruments do “Work” - as surely as the most diligent human surrogate worker – and that indeed the observable trend is for Capital Instruments to do ever more of the Worlds “Work”.  The reflexive prevalent attitude of equating “Economic” man with Essential Human Values including the whole vast array of values around the “Work Ethic” all contribute to camouflage and maintain the fundamental miss-match between the way goods and services are produced and distributed and particularly their trends projected into the future. Cybernetic contributions (now almost exponential) are only adding to the much longer Historical trend. Represents the US Economy but applies to World trending.  HHC    

Whether income to “The People” will finally or eventually be in keeping with the way goods and services are actually being produced will ultimately be politically decided. But we seem trending in the right direction. Once we get the “Facts” straight we may well be on our way toward  freedom from “Wage Slavery” through “Similfinancing” – both supply and demand in tandem -  moving toward the liberation of the Ecologically sound Human Spirit for concerns with the “Goods of Civilization”  which the future requires if we are to “Make It” rather than join Entropy.  The time is now – Finally  - NOW! 

