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Satement on Competing Currencies

| riseto speak on the concept of competing currencies.
Currency, or money, iswhat alowscivilizationtoflourish.
In the absence of money, barter isthe name of thegame; if
thefarmer needs shoes, he must trade hiseggsand milk to
the cobbler and hope that the cobbler needseggsand milk.
Money makes the transaction processfar easier. Rather
than having to search for someonewith reciprocal wants,
thefarmer can exchange hismilk and eggsfor an agreed-
upon medium of exchangewithwhich hecanthen purchase
shoes.

This medium of exchange should satisfy certain
properties: it should be durable, that isto say, it does not
wear out easily; it should be portable, that is, easily carried;
it should be divisible into units usable for every-day
transactions; it should berecognizableand uniform, sothat
one unit of money hasthe same propertiesasevery other
unit; it should be scarce, in the economic sense, so that the
extant supply does not satisfy the wants of everyone
demanding it; it should be stable, so that the value of its
purchasing power doesnot fluctuatewildly; and it should
be reproducible, so that enough units of money can be
created to satisfy the needs of exchange.

Over millenniaof human history, gold and silver have
been the two metal s that have most often satisfied these
conditions, survived the market process, and gained thetrust
of billions of people. Gold and silver are difficult to
counterfeit, aproperty which ensuresthey will awaysbe
accepted incommerce. Itisprecisely for thisreason that
gold and silver are anathemato governments. A supply of

goldand slver that islimited in supply by nature cannot be
inflated, and thus serves as a check on the growth of
government. Without the ability to inflate the currency,
governmentsfind themselves constrained intheir actions,
unableto carry on wars of aggression or to appeasetheir
overtaxed citizenswith bread and circuses.

At thiscountry’sfounding, there was no government
controlled national currency. While the Constitution
established the Congressiona power of minting coins, it was
not until 1792 that the USMint wasformally established. In
the meantime, Americansmade do with foreign silver and
gold coins. Even after the Mint’ soperationsgot underway,
foreign coinscontinued to circulatewithinthe United States,
and did so for several decades.

Onthedeskinmy officel haveasignthat says: “Don't
steal —the government hates competition.” Indeed, any
power agovernment arrogatestoitself, itisloatheto give
back to the people. Just as we have gone from a
constitutionally-instituted national defense consisting of a
limited army and navy bolstered by militiasand letters of
marque and reprisal, we have moved from a system of
competing currenciesto agovernment-instituted banking
cartel that monopolizestheissuance of currency. Inorder
tointroduce asystem of competing currencies, thereare
three stepsthat must betaken to produce alegal climate
favorableto competition.

Thefirst step consstsof eiminating legal tender laws.
Articlel Section 10 of the Constitution forbidsthe States
from making anything but gold and silver alegal tender in
payment of debts. States are not required to enact legal
tender laws, but should they chooseto, the only acceptable
legal tender isgold and silver, thetwo precious metal sthat
individua sthroughout history and acrosscultureshave used
ascurrency. However, thereisnothing in the Constitution
that grantsthe Congressthe power to enact legal tender
laws. We, the Congress, have the power to coin money,



regul ate the value thereof, and of foreign coin, but not to
declarealegal tender. Yet, thereisasection of US Code,
31 USC 51083, that purports to establish US coins and
currency, including Federal Reservenotes, aslegal tender.
Historically, legal tender laws have been used by
governmentsto forcetheir citizensto accept debased and
devalued currency. Gresham’s Law describes this
phenomenon, which can be summed up in one phrase: bad
money drives out good money. An emperor, aking, or a
dictator might mint coinswith half an ounce of gold and
force merchants, under pain of death, to accept them as
though they contained one ounce of gold. Each ounce of
theking’sgold could now be minted into two coinsinstead
of one, so the king now had twice as much “money” to
spend on building castlesand raising armies. Astheselegally
overva ued coinsdrculated, thecoinscontaining thefull ounce
of goldwould be pulled out of circulation and hoarded. We
saw this same phenomenon happenin themid-1960swhen
the US government began to mint subsidiary coinage out of
copper and nickel rather than silver. The copper and nickel
coinswerelegdly overvalued, thesilver coinsundervalued
inrelation, and slver coinsvanished fromcirculation.

Theseactionsa o giverisetothemost perniciouseffects
of inflation. Most of the merchants and peasants who
received thisdeva ued currency fet thefull effectsof inflation,
therisein pricesand thelowered standard of living, before
they received any of the new currency. By thetimethey
received the new currency, priceshad long since doubled,
and the new currency they received would give them no
benefit.

Inthe absence of legal tender laws, Gresham’sLaw no
longer holds. If peoplearefreeto rgject debased currency,
and instead demand sound money, sound money will
gradually returnto usein society. Merchantswould have
been freeto reject the king's coin and accept only coins
containing full metd weight.

The second step to reestablishing competing currencies
isto eliminate lawsthat prohibit the operation of private
mints. One private enterprisewhich attempted to popul arize
the use of preciousmetal coinswas Liberty Services, the
cregtorsof theLiberty Dallar. Evidently thegovernment felt
threatened, asLiberty Dollarshad al their preciousmetal
coins seized by the FBI and Secret Service this past
November. Of course, not al of these coinswere owned
by Liberty Services, asmany wereheldintrust asbacking
for dlver and gold certificateswhich Liberty Servicesissued.
None of thismatters, of course, to the government, who
hatesto seeany competition.

The sections of US Code which Liberty Servicesis

accused of violating are erroneoudy considered to be anti-
counterfeiting statutes, when in fact their purpose wasto
shut down privatemintsthat had been operatingin Cdifornia
Californiawasawashin goldinthe aftermath of the 1849
gold rush, yet had no USMint to mint coinage. Therewas
not enough foreign coinagecirculating in Californiaeither,
SO private mints stepped into the breech to provide their
own coins. Aswasto becomethe casein other industries
duringthe Progressiveera, the private mintswereeventualy
accused of circulating debased (substandard) coinage, and
intheinterest of providing government-sanctioned regulation
and agovernment guarantee of purity, the 1864 Coinage
Act waspassed, which banned private mintsfrom producing
their own coinsfor circulation ascurrency.

Thefinal step to ensuring competing currenciesisto
eliminate capital gainsand salestaxeson gold and silver
coins. Under current federal law, coins are considered
collectibles, and areliablefor capital gainstaxes. Short-
term capital gainsratesare at incometax levels, up to 35
percent, whilelong-term capital gainstaxesare assessed at
thecollectiblesrate of 28 percent. Furthermore, thesetaxes
actualy tax monetary debasement. Asthe dollar weakens,
thenominal dollar valueof goldincreases. Thepurchasing
power of gold may remain relatively constant, but asthe
nominal dollar value increases, the federal government
consdersthisanincreasein wedth, and taxesaccordingly.
Thus, themorethedollar isdebased, themore capitd gains
taxesmust be paid on holdingsof gold and other precious
metds.

Just asperniciousarethesalesand usetaxeswhich are
assessed ongold and silver at the statelevel in many States.
Imaginehaving to pay salestax at the bank every timeyou
changea$10hill for aroll of quarterstodolaundry. Inflation
isapernicioustax ontheva ueof money, but eventheofficia
numbers, which are massaged downwards, are only onthe
order of 4% per year. Salestaxesin many states can take
away 8% or more on every single transaction in which
consumerswish to convert their Federal Reserve Notes
intogoldor silver.

Inconclusion, Madam Speaker, dlowing for competing
currencieswill alow market participantsto chooseacurrency
that suitstheir needs, rather than theneedsof thegovernment.
The prospect of American citizensturning away fromthe
dollar towardsdternate currencieswill providethenecessary
impetusto the US government to regain control of thedollar
and haltitsdownward spiral. Restoring soundnessto the
dollar will removethe government’sability and incentiveto
inflate the currency, and keep us from launching
unconstitutional warsthat burden our economy to excess.



With asound currency, everyoneisbetter off, not just those
who control the monetary system. | urgemy colleaguesto
consider the redevel opment of a system of competing
currencies.
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L egidative Forecast for 2008

Congressisre-convening thiscomingweek and | would
liketo takethisopportunity to givemy legidativeforecast
for thecoming year. Hereare afew thingswe can expect
to seefromWashington.

First and foremost, we will see ramped up spending
for thewarfare/welfare state. Thereisno resolution or end
insght on thelrag occupation. WhiletheAmerican people
try repeatedly to communicate to Washington that enough
isenough, theredtill remainslittlepolitica will inVWashington
to bring thetroopshome. Thewar will continueto require
mountai ns of taxpayer and newly printed dollars, and our
economy will sink under the burden. If weare manipul ated
into asecond war, the effectson our economy will betruly
devadtating. Welfareand entitlement programswill sobe
ramped up as the economy flounders and budgets in
American householdsare strained.

This leads me to my next forecast of more federal
bailouts for the housing sector. Efforts by the Federa
Reserveto stave off recession will havethe net effect of
only blowing thebubblebigger, making the crash that much
morepainful whenitinevitably comes Themainvestments
caused by easy credit in the housing industry will be
prolonged by more easy credit. New programsand laws
will beenactedto prop up housing, al with afaling dollar,
devalued by continued foreigninterventions. Thecrisisin
thehousing market will spread and I’ m afraid weareinfor
somerough economictimes.

Moreover, thegovernment will requiremoremoney than
ever thisyear, and asfunding optionsrun out, taxeswill go
up. Expect stealth tax increases on consumer goods,
perhaps airline tickets or cigarettes, and increased
government feeshereand there. Ironically total revenues
will probably fall dueto aweakened economy. The new
programs started to “help” the country will require extra
money wherever the government can squeezeit out of you,
unfortunately it will beat exactly the moment you canleast

affordit. Sincethe Democrats enacted “ pay-as-you-go”
rulesfor new legidation, cutting taxesto giverelief during
recessonwill bebureaucraticaly next toimpossible. In spite
of that, | will continuethe uphill battlefor tax relief.

Last, | expect, in spite of rhetoric to the contrary, we
will see more federal control of education as Congress
preparesto reauthorize No Child Left Behind.

I thisisindeed the agendaof Congress, let ushopethat
thereisnot nearly enoughtimeto accomplishital thisyear.
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Congtitutional Responsesto Terrorism

It hasbeen over 6 yearssincetheatrocitiesof September
11 were committed and there are still some very basic
measuresthat need to betaken to bring the perpetratorsto
justiceand makeAmericasafer. | have proposed legidation
to help with these efforts and will continue to fight in
Congressfor the safety and security of theAmerican people.

My legidation entitled theMarque and Reprisal Act of
2007 (HR 3216) makesthesurgical strikeoption available
to the President in our mission to capture Bin Laden. Our
military hasbeen pursuing himwithout result for far toolong
now, anditishightimeAL L condtitutiona toolswereuitilized
inthe hunt for thisdangerousmadman. AsanAmerican it
sickensmeto know that Bin Laden and top leadersof a
Qaedaremain at largeand thumbing their nosesat us, while
we unravel the sacred fabric of our constitution out of fear.
It is Osama Bin Laden and the perpetrators of terrorist
attacks that ought to be afraid of us, not the other way
around. The answers are found in the Constitution. We
should boldly root out the perpetratorsand not | et them get
away withtheir crimesagaingt us. Asthehomeof thebrave
weshould use L ettersof Marque and Reprisal to bring Bin
Ladentojustice.

Also, we need to take serious stepsto prevent terrorists
from gaining easy access to targets on our soil. Quite
alarmingly, even with the knowledge that the 19 terrorist
hijackersentered our country legally, and that 15 of them
were from Saudi Arabia, student visas from terrorist
sponsoring countriesare still far too easily obtained. Ina
baffling move President Bush struck adedl with Saudi King
Abdullahin 2005 to allow 21,000 more Saudi young men



into the US on student Visas. Of course, not all students
from terror sponsoring countriesareterrorigts, but | placea
higher premium on the security of the American peoplethan
the convenience of citizensof hostile countries. We should
not be making the goals of would-beterrorists easier to
accomplish, but rather should bevigilant about defending
against enemiesat every turn. They should not bedipping
through our doors so easily, using our immigration laws
against us, and that is why | proposed the Terror
Immigration Elimination Act (HR 3217) to toughen
standards for VISAS from countries on the State
Department’slist of terrorist Sponsoring countriesinaddition
to Saudi Arabia . Just as you decide who to invite to a
dinner party in your home, we should bein charge of who
wea low inthiscountry, without apology.

A lot has been done to fight the War on Terror and
much of it has been misdirected, but there are sometools
still needed and more progressto be made. My hills, the
Marque and Reprisal Act of 2007 and the Terror
Immigration Elimination Act, arelogica stepsintheright
direction.
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Economic Simulus Concerns

Thispast week inWashington there hasbeen much talk

about the economy. It seemsby their actionstheleadership
andtheFedisfinaly willing to admit we have aproblem,
and we need to do something about the economic messwe
arein. Thisisagood thing. However, they aretill not being
honest about the root cause of our impending crisisand
want to deal only with symptoms, not the disease.
There are some positive aspects of the highly lauded
economic stimulus packagethat hasbeen negotiated. | am
infavor of taxpayers getting some of their money back,
however temporary tax cutsand one-timerebateswill not
“fix” theeconomy. What we desperately need right now is
real degp sgnificant tax cutsthat areenabled by big spending
cutsand reduction of government wastethat isso rampant.
Unfortunately, too many inWashington till believewecan
spend our way into prosperity, which does not work and
never has.

Countries build wealth through robust economic

environments, inwhich jobsare created and businessescan
operateat aprofit and grow. When taxes bleed away profits
and burdensome regul ation hamstrings operations, our
businesses and our jobs go overseas. The United States
must foster acompetitive bus nessenvironment onceagain.
Thereareafew ideasout therefor economic stimulusthat |
do support, such as making permanent President Bush’s
tax cuts. | have also signed on as one of 49 original
cosponsors of the Economic Growth Act of 2008 which
will provideactuad economic stimulusthrough private sector
tax relief and job-creating businessincentives. Thisplan
features:
e Full immediate expensing for major business asset
invesments
* Reducing thetop corporatetax rate from 35% to 25%
to beaigned with averageratesin Europe
* Indexing the capital gains tax for inflation
»  Cutting and smplifying the corporate capital gainsrate
Enactment of thesedramatictax cutswill freeup money
so employers can start hiring again. | would likefor the
unemployed to have the satisfaction of having ajob again
so the standard of living of theAmericanfamily will goup.
And even morethan aone-time miniscul erebate check, |
want you to keep moreof your ownmoney inthefirst place.
Sending out checksand cutting interest ratesyet againis
merely ashot inthearm when in actuality, the economy
needs major surgery. | look forward to working with my
colleaguesin Congressto provide major tax relief to the
American people.

Nothing in this publication is intended to aid or hinder
the passage of legislation before Congress.
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