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Default on the public debt, nationalization of the banks, and a citizen dividend could actually
save the Italian economy.

Comedian Beppe Grillo was surprised himself when his Five Star Movement got 8.7 million

votes in the Italian general election of February 24-25th.  His movement is now the biggest
single party in the chamber of deputies, says The Guardian, which makes him “a kingmaker
in a hung parliament.”

Grillo’s is the party of “no.” In a candidacy based on satire, he organized an annual “V‑Day
Celebration,” the “V” standing for vaffanculo (“f—k off”).  He rejects the status quo—all the
existing  parties  and  their  monopoly  control  of  politics,  jobs,  and  financing—and  seeks  a
referendum  on  all  international  treaties,  including  NATO  membership,  free  trade
agreements  and  the  Euro.

“If we get into parliament,” says Grillo, “we would bring the old system down, not because
we would enjoy doing so but because the system is rotten.” Critics fear, and supporters
hope, that if his party succeeds, it could break the Euro system.

But being against everything, says Mike Whitney in Counterpunch, is not a platform:

To govern, one needs ideas and a strategy for implementing those ideas. Grillo’s team
has neither. They are defined more in terms of the things they are against than things
they are for. It’s fine to want to “throw the bums out”, but that won’t put people back to
work or boost growth or end the slump. Without a coherent plan to govern, M5S could
end up in the political trash heap, along with their right-wing predecessors, the Tea
Party.

Steve Colatrella, who lives in Italy and also has an article in Counterpunch on the Grillo
phenomenon, has a different take on the surprise win. He says Grillo does have a platform
of positive proposals. Besides rejecting all the existing parties and treaties, Grillo’s program
includes the following:

unilateral default on the public debt;
nationalization of the banks; and
a guaranteed “citizenship” income of 1000 euros a month.

It is a platform that could actually work. Austerity has been tested for a decade in the
Eurozone and has failed, while the proposals in Grillo’s plan have been tested in other
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countries and have succeeded.

Default: Lessons from Iceland and South America

Default  on  the  public  debt  has  been  pulled  off  quite  successfully  in  Iceland,  Argentina,
Ecuador,  and  Russia,  among  other  countries.   Whitney  cites  a  clip  from Grillo’s  blog
suggesting that this is also the way out for Italy:

The public debt has not been growing in recent years because of too much expenditure
. . . Between 1980 and 2011, spending was lower than the tax revenue by 484 billion
(thus we have been really virtuous) but the interest payments (on the debt of 2,141
billion) that we had to pay in that period have made us poor. In the last 20 years, GDP
has been growing slowly, while the debt has exploded.

. . . [S]peculators . . . are contributing to price falls so as to bring about higher interest
rates. It’s the usurer’s technique. Thus the debt becomes an opportunity to maximize
earnings in the market at the expense of the nation. . . . If financial powerbrokers use
speculation  to  increase  their  earnings  and  force  governments  to  pay  the  highest
possible interest rates, the result is recession for the State that’s in debt as well as their
loss of sovereignty.

. . . There are alternatives. These are being put into effect by some countries in South
America and by Iceland. . . . The risk is that we are going to reach default in any case
with the devaluation of the debt, and the Nation impoverished and on its knees. [Beppe
Grillo blog]

Bank Nationalization:  China Shows What Can Be Done

Grillo’s  second  proposal,  nationalizing  the  banks,  has  also  been  tested  and  proven
elsewhere, most notably in China. In an April 2012 article in The American Conservative
titled “China’s Rise, America’s Fall,” Ron Unz observes:

During the three decades to 2010, China achieved perhaps the most rapid sustained
rate  of  economic  development  in  the  history  of  the  human species,  with  its  real
economy growing almost 40-fold between 1978 and 2010.  In 1978, America’s economy
was 15 times larger, but according to most international estimates, China is now set to
surpass America’s total economic output within just another few years.

According to Eamonn Fingleton in In The Jaws of the Dragon (2009), the fountain that feeds
this tide is a strong public banking sector:

Capitalism’s triumph in China has been proclaimed in countless books in recent years. .
. .  But . . . the higher reaches of its economy remain comprehensively controlled in a
way that is the antithesis of everything we associate with Western capitalism.  The key
to this control is the Chinese banking system . . . [which is] not only state-owned but, as
in other East Asian miracle economies, functions overtly as a major tool of the central
government’s industrial policy.

Guaranteed Basic Income—Not Just Welfare

Grillo’s  third  proposal,  a  guaranteed basic  income,  is  not  just  an off-the-wall,  utopian idea
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either. A national dividend has been urged by the “Social Credit” school of monetary reform
for nearly a century, and the U.S. Basic Income Guarantee Network has held a dozen annual
conferences.  They feel that a guaranteed basic income is the key to keeping modern, highly
productive economies humming.

In Europe, the proposal is being pursued not just by Grillo’s southern European party but by
the sober Swiss of the north.  An initiative to establish a new federal law for an unconditional
basic income was formally introduced in Switzerland in April 2012. The idea consists of
giving to all citizens a monthly income that is neither means-tested nor work-related. Under
the Swiss  referendum system of  direct  democracy,  if  the initiative  gathers  more than
100,000 signatures before October 2013, the Federal Assembly is required to look into it.

Colatrella does not say where Grillo plans to get the money for Italy’s guaranteed basic
income, but in Social Credit theory, it would simply be issued outright by the government;
and Grillo,  who has an accounting background, evidently agrees with that approach to
funding.  He said in a presentation available on YouTube:

The Bank of  Italy a private join-stock company, ownership comprises 10 insurance
companies, 10 foundations, and 10 banks, that are all joint-stock companies . . .  They
issue the money out of thin air and lend it to us.  It’s the State who is supposed to issue
it.  We need money to work.  The State should say: “There’s scarcity of money?  I’ll
issue some and put it into circulation.  Money is plentiful?  I’ll withdraw and burn some
of it.” . . . Money is needed to keep prices stable and to let us work.

The Key to a Thriving Economy

Major C.H. Douglas, the thought leader of the Social Credit movement, argued that the
economy routinely produces more goods and services than consumers have the money to
purchase, because workers collectively do not get paid enough to cover the cost of the
things they make.  This is true because of external costs such as interest paid to banks, and
because some portion of the national income is stashed in savings accounts, investment
accounts, and under mattresses rather than spent on the GDP.

To  fill  what  Social  Crediters  call  “the  gap,”  so  that  “demand”  rises  to  meet  “supply,”
additional  money  needs  to  be  gotten  into  the  circulating  money  supply.  Douglas
recommended doing it with a national dividend for everyone, an entitlement by “grace”
rather than “works,” something that was necessary just to raise purchasing power enough
to cover the products on the market.

In the 1930s and 1940s, critics of Social Credit called it “funny money” and said it would
merely inflate the money supply. The critics prevailed, and the Social Credit solution has not
had much chance to be tested. But the possibilities were demonstrated in New Zealand
during the Great Depression, when a state housing project was funded with credit issued by
the Reserve Bank of New Zealand, the nationalized central bank. According to New Zealand
commentator  Kerry  Bolton,  this  one  measure  was  sufficient  to  resolve  75%  of
unemployment  in  the  midst  of  the  Great  Depression.

Bolton notes that this was achieved without causing inflation.  When new money is used to
create new goods and services, supply rises along with demand and prices remain stable;
but  the  “demand”  has  to  come  first.  No  business  owner  will  invest  in  more  capacity  or
production  without  first  seeing  a  demand.  No  demand,  no  new  jobs  and  no  economic
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expansion.

The Need to Restore Economic Sovereignty

The money for a guaranteed basic income could be created by a nationalized central bank in
the  same way  that  the  Reserve  Bank  of  New Zealand  did  it,  and  that  central  bank
“quantitative easing” (QE) is created out of nothing on a computer screen today.  The
problem with today’s QE is that it has not gotten money into the pockets of consumers. The
money  has  gotten—and  can  get—no  further  than  the  reserve  accounts  of  banks,  as
explained here and here.  A dividend paid directly to consumers would be “quantitative
easing” for the people.

A basic income guarantee paid for with central bank credit would not be “welfare” but would
eliminate the need for welfare.  It would be social security for all, replacing social security
payments, unemployment insurance, and welfare taxes.  It could also replace much of the
consumer debt that is  choking the private economy, growing exponentially at usurious
compound interest rates.

As Grillo points out, it is not the cost of government but the cost of money itself that has
bankrupted Italy. If the country wishes to free itself from the shackles of debt and restore
the prosperity it once had, it will need to take back its monetary sovereignty and issue its
own money, either directly or through its own nationalized central bank. If Grillo’s party
comes  to  power  and  follows  through  with  his  platform,  those  shackles  on  the  Italian
economy might actually be released.

Ellen Brown is an attorney and the author of eleven books, including Web of Debt: The
Shocking Truth About Our Money System and How We Can Break Free. Her websites are
webofdebt.com and ellenbrown.com. She is also chairman of the Public Banking Institute.
Details of the June 2013 Public Banking Institute conference are here.
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