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Introduction 

In the aftermath of the global banking crisis of 2008 and the years of economic volatility that 

have followed, interest in alternatives to the current banking system is increasing and solutions 

are being sought. This brief paper addresses the underlying issues that gave rise to the economic 

crisis and presents an alternative system that is designed to prevent future crisis and enable us 

to continue developing our civilization. 

 

Problems 

The problems of the financial, monetary and banking systems can be reduced to the monetary 

imbalances of inflation and deflation, fiat currency, and corruption. 

1. Inflation and Deflation 

The main cause of inflation and deflation is a combination of speculation and fractional reserve 

banking.  

Speculation is a necessary part of the financial system because we don’t have enough data 

available to make informed decisions. As such, many of the decisions that we make are risky. 

We try to balance risk through insurance and higher payments to investors who take risks, but 

these methods don’t address the underlying unstable nature of the speculative system. 

Speculation can be found not only on the liability side of the economic equation, but also on the 

value of assets and the equity of companies. We know very little about our economy and, as a 

result, we often fail to make the correct investments and cannot maintain the monetary supply 

at the right level. 

The fractional reserve banking system allows banks to expand the monetary supply by lending 

money, which in turn stimulates the economy, creating economic growth. This economic 

growth, however, comes at a price. Private banks charge compound interest on all the money 

they lend and, as such, the money they create requires interest payments on top of the money 

they create. This means that in order for the system to not collapse, they must be constantly 

lending more money so that their clients can make enough money to pay the interest, but there 

is never enough money in the economy to pay the interest because that money is never created. 

This leads to an economy that is inherently inflationary and that always leads to economic 

collapse. Central banks tend to deal with this issue by reducing interest rates to near 0%, but 

the problem is not solved unless all the interest in society, including the interest charged by 

private banks and other lenders, is eliminated and the interest rate is set at 0%. 

The central banks lend to the private banks, for a very small amount (often 1% or 2% interest), 

and the private banks then lend to all of society through their fractional reserve system, which 



is the main source of financing (value and money creation) of society. The economic growth of 

a nation is equal to the small amount of interest that is charged by the central banks, and from 

that it is deducted the amount that the private banks charge. In this manner, the private banks 

force an immense amount of economic growth on society (over 20% growth) and sucks it all up 

from society through their interest charges.  

We don’t own our own money, the private banks do, and we pay them for the privilege to use 

the money which we give value to. 

2. Fiat Currency 

Fiat currency is currency that is not backed by any assets. The problem with fiat currency is that 

it fails to measure the true economic capacity of the society which uses that currency. By not 

measuring it, it allows for the creation of too much money, which leads to an increase in 

economic activity that is beyond the capacity of the community. At this point, there is a lot of 

inflation due to the high interest rates of private banks, but the economic capacity of all 

communities is lower than the bank charges, which will ultimately lead to the entire system 

crashing, unless private banks willingly decrease their interest rates to 0% and measure 

economic activity or local public banks owned and controlled by the people themselves do that. 

Local economic capacity can be measured with precision through a fractally distributed smart 

system designed to measure the economic interactions of society (such as supply and demand) 

in real time, allowing for the quick social-economic adaptation of society and the consistent 

measurement of economic capacity, which will be measured by a combination of community 

land value (land owned by community and affected by value of supportive community 

infrastructure) and production capacity measured by the capacity of the community to feed its 

citizens and energy to run machines. 

3. Corruption 

One of the greatest factors in the economic crisis has been corruption. This corruption has taken 

form in many ways, such as the derivate market filled with toxic assets, overvaluation of houses, 

insurance fraud, LIBOR rate rigging and collusion between banks and governments in sovereign 

debt crises. The concept of sovereign debt itself is corrupt because governments have both the 

right and the obligation to control the money supply on behalf of their citizens through their 

own public central banks. Many papers could be written on these subjects, therefore, I will focus 

on the underlying cause of corruption and address it in the solution portion of this paper. 

The source of corruption is concentration of power. Wherever there is concentration of power, 

corruption eventually shows up. This is particularly true to private power, which is not 

transparently shared with society. Creating a hierarchy to remedy the situation only worsens 

the problem because those at the top of the hierarchy ladder have more power than those 

below and, hence, they can abuse their power and grow it without limits. In fact, todays 



powerful people and organizations have so much power that they are deemed “too big to fail” 

and “too big to jail” because their destruction would lead to social-economic collapse. 

 

Solutions 

The solution to the banking conundrum is a complex combination of factors that create a stable 

system with no speculation, no inflationary interest rates, no corruption, detailed accurate 

measurements of economic activity and citizen control of their community decisions. In order 

to accomplish this, the system needs to collect large amounts of data from the economy in real 

time, process that data and enable society as a whole to make decisions on the investments it 

wants to make, rather than relying on power brokers to make the decisions. Here is a breakdown 

of these requirements. 

1. Local Economics 

Local economics decreases the amount of data required to make a decision and prevents an 

unstable global network to be formed. It not only prevents corruption by eliminating the need 

for power brokers, but also increases the volume and accuracy of all economic data. A local 

monetary system also enables a community to create their own currency, which serves as a 

natural feedback to monetary activity, which has been lost due to national currencies. 

2. Smart Economics 

The system needs to measure economic activity in the market in real time. Supply and demand 

can be defined by measuring the products and services that are being bought and sold through 

a smart market (product supply and demand), and the products and services that citizens would 

like to invest in (organization demand). 

3. Interest-Free Monetary System Backed by Community Economic Capacity (Food and 

Energy) 

Financing done from the bank will be based on the local availability of food and energy to 

support the people and the machines to increase and/or maintain the community’s economic 

activity. 

4. Collaborative Financing 

Citizens must make the decisions themselves through a democratic financial system owned and 

controlled by all citizens. Whenever a citizen is affected by a decision, they have the right to 

have a say in that decision. Businesses, themselves owned by their workers, can ask for funding 

from the Community Collaborative Bank. The citizens of the community can then decide rather 

there is a demand for what the business offers. They can also give the business input, so that 

the business can improve their products and both consumers and workers can collaborate to 



decrease costs without compromising quality. If there is enough demand, the project can be 

funded. Citizens can pre-order products without risking their money through a monetary system 

that creates interest-free money by lending it to projects that have been pre-approved by 

consumers themselves.  

Cities can also fund infrastructure through this system. Those projects can be funded through 

interest-free loans from the community bank, citizen investments in their community (chosen 

by themselves) or rent payments (property taxes) from the buildings owned by the community. 

Those payments will be lower than current rent and real estate interest payments, because they 

will be towards the community bank which supplies credit interest free, and these payments 

will go to maintain and invest in the community, which will decrease the value of real estate 

while not increasing housing and lease payments, thus maintaining affordability. 

 

Smart Financial System: Putting It All Together 

 

Politics  Financing  Economics 

Politics is the context of Financing and Economics is the consequence of Financing. 

 

Zooming in on the Financing Systems, we get: 

 Budgeting (Financial) -> Financing (Monetary) -> Co-operative Banking (Banking)  

 

The Budgeting system is the portion of the political system that is designed to allocate resources. 

Consumers and workers collaborate on the optimal allocation of resources and reach a decision 

on the budget. Keep in mind that the system keeps track of the Community Economic Capacity, 

so that it is essentially impossible to approve a project that the community is unable to 

complete. Once consumers and workers approve the project’s budget, they move to the 

Financing System. 

The Financing system is based on the decisions of the political systems and the Budgeting 

system. Once citizens, as consumers and residents, decide what investments will be made in 

their communities, Financing System financially connects the consumers with the workers. In 

the first step, consumers deposit their pre-orders in their accounts. The system then creates the 

same amount of money, interest-free and lend it to workers. This money is a local blockchain-

based cryptocurrency. 



As workers pay their bills, they claim money from their Community Bank. This process is 

intermediated by the whole banking system, as their claims are related to other businesses 

within the network. In this manner, the system can seamlessly approve transactions and prevent 

corruption, because those transactions were all pre-approved by the community. Transactions 

that don’t fit the budget are sent to review before they are approved. If the business goes over-

budget, they can ask for more funding or use their own workers’ money (through their personal 

investment in their business). If the business goes under-budget they can reduce prices or ask 

for a raise. This eliminates risk from consumer and residential investors in the enterprise, by 

increasing the amount of information available for workers to do their jobs properly while 

transferring the risk of the investment to the workers who become fully responsible for their 

work. Businesses themselves will be organized in the same fashion, without an hierarchy and 

with both advisors funded by the community and managed through the local university, with 

workers that will autonomously make their decisions based on the advice of both the consumers 

and the advisors. 

Different parts of the larger smart civilization system will contribute to improve the 

Collaborative Banking system, and the Collaborative Banking system itself will also improve 

different parts of the Civilization System. That is because the Civilization System is an 

interconnected symbiotic whole designed to function together, each system exponentially 

improving the whole.  

The whole smart banking system will be programmed into a civilization operating system which 

will contain other subsystems required for the optimal functioning of civilization. Due to the 

fractally distributed nature of these systems, they will be able to quickly be spread throughout 

the planet and reclaim all the wealth to the People within a very short amount of time. 

 

 


