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Why California
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By Dionyssis Kefalakos

The State of California, including some local authorities, is in
the verge of an economic default and the American government
sooner rather than later will be obliged to decide, if it will come
to its rescue or not. It has to be reminded that the debt of Amer-
ican states and cities is not guaranteed by the federal govern-
ment and back in the 1970s, the then President Gerald Ford,
let New York go bankrupt. Now however, everything is quite
different and this not due to presidential skin colors or ideas.
California is simply one of the major economies of the world,
and if world financial markets of today could not stand the de-
fault of Greece, one can easily imagine that Washington is now
rather examining the ways and means to save the Golden State,
not the ifs.

Unfortunately very few people in the corridors of power in Eu-
rope and the US are talking seriously about the real economy,
despite the rhetoric on jobs and regional development. What is
really in question within government circles is related to finan-
cial solutions in credit markets. Practically all developed coun-
tries, from the US to Europe and Japan are offering huge
amounts of money to the banking system, in order to support its
liquidity and keep it afloat. Ireland and Iceland are extreme ex-
amples to what is happening in the world today, with the two
societies made responsible to repay the debts of their country’s
banking systems. It was not only bankers however who have ex-
tracted piles of money out of the banking system’s wrongs.
Bankers financed land development all around the world, not
caring if those investments were really to pay dividends in the
long run. They were happy, lenders and land developers alike,
to boost yearly accounts and pocket huge profits by over- pric-
ing the value of their balance sheets assets. And all this with the
benediction of the market watchdogs and economic authorities,
let alone the money thirsty rating agencies.

It was not by accident that all this happened in the land devel-
opment sector, where nobody than the directly involved people
can audit costs. Overestimates of values can reach the sky in
that sector, without anyone being able to effectively question
this practice, while in the upwards side of the cycle. Govern-
ments were directly involved in this construction rush by bor-
rowing billions from banks to pay any kind of contractors. The
productive industrial sector was left out of this bonanza and
General Motors went bankrupt mainly because its financial in-
vestments were wrong. In reality GM had become a prime fi-
nancial actor and had thus neglected its real sector, the
production of cars. Until 2008 every impossible CEO or CFO
posed as financial magicians. When however it came to real pro-
duction, they choose to invested in China.

In short banks and governments financed land development
projects, home construction or infrastructure, to such a satura-
tion degree, that the recession was certain to come. All that was
financed by, what else, loans.

The question today though is, if taxpayers and state social ex-
penses can be squeezed so drastically as to pay for both, state
debts and the recapitalization of banks. In the cases of Greece
and California this seems impossible, so they have to be sup-
ported by the wider economic entities they are in. The idea is to
spread the problem so as to reduce its impact. As for Ireland it
is not yet clear if a bailout will be needed in the end, while Ice-
land is now trying to put its pieces together after a wild default,
during which the once prosperous and fierce nation lacked the
basics, food and oil. This newspaper thinks that California will
be saved by Washington, if things reach the region of default,
that is when liquidity will become the problem.

ENERGY CONFERENCE

EU, Russia secure

“A Common Energy Platform - Basis of a Secure
Future for Europe: Agenda for Russia and the Eu-
ropean Union” was the title of a two-day interna-
tional conference held at the European Parliament
in Brussels on 13-14 September. The event was an
initiative of Russian and European non-govern-
mental organizations realized under the aegis of
“The Greens/European Free Alliance” group of
MEPs. Many participants were representing the
government and the Federal Assembly of the Rus-
sian Federation, while top Russian and other ex-

perts participated in it, along with academics, bu-
sinessmen and journalists from many other Euro-
pean countries. The forum had the support of the
Russian Energy Ministry and the Permanent Mis-
sion of Russia to the European Union. The main
issue that prevailed in the two days discussions
was the political background of the energy rela-
tions between Russia and the European countries.

As it was stressed by a number of participants,
many Russian proposals in the energy field were
meet with sharp criticism that is not always motiva-

Price-list invariant in credit

Professor Vladimir Zaznobin of St-Petersburg University (R) with European Parliament Member Csaba Tabajdi from Hungary attend the
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conference “A Common Energy Platform - Basis of a Secure Future for Europe: Agenda for Russia and the European Union,” Brussels, 13-

14 September

By Vladimir Zaznobin

Not only does the public economic science lack manageri-
ally significant notions to do with the real production and
consumption (i.e. demographically defined and degrada-
tion-parasite spectrum), but it also lacks a number of ma-
nagerially significant notions that describe the
credit-and-finance system itself and its links with the exc-
hange of commodities as such. Actually, that is just what
makes the economic theories inconsistent and, therefore,
inapplicable to solving the macro-level economic problems
to receive the predetermined, ‘pre-ordered,’ promised and
guaranteed results.

The basic notion that makes the economic theories for
masters to be consistent in metrological terms is the ‘price-
list invariant’. The ‘price-list invarianthas always been de-
fined in such a way, that in a barter trade system, where the
goods are exchanged using a two-stage scheme «G1MG2»,
there is such a commodity belonging to the money com-
modity group that possesses the following features:

* firstly, it is a sovereign participant of the natural exc-
hange of goods in the barter trade process because it has

some additional valuable features apart from the fact that it
constantly acts as commodity money in two-stage schemes
«G1IMG2»;

*secondly, the market prices of other goods for every sin-
gle commodity-exchange deal are given in an equivalent
amount of that commodity by common consent (as a result,
the price of a standard unit of the invariant commodity cal-
culated in the invariant amount is always equal to 1, which
is behind the term ‘price-list invariant’. In other words, we
always exchange an invariant to an invariant pro ratia 1/1.)

*In the days of ancient barter trade, according to the laws
enacted by Hammurapi, the King of Babylon, the society
considered the payments in grain and gold to be equal, there
fore, they established them as the two equal price-list inva-
riants. Later, in the crowd-and-‘elite’society, the ruling elite
on the basis of its degradation-parasite needs deprived grain
from the right to function as a price-list invariant, and the
civilization used the gold invariant for a long time.

*In economic studies and calculations we can use
any commodity type as the price-list invariant, inclu-
ding the commodities that do not belong to the
established money group.
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