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Not A Noise, But A Racket!

By Carl Watner

Racketeering is a term loosely applied to a variety of criminal
schemes. Although the word came into common usage during
the early 1920s, its origin is obscure. The word ‘racket’ has long
been used to describe a loud noise or a good time. One theory
holds that, in the 1890s, New York social clubs, under the
auspices of political leaders, gave affairs called rackets. Members
of neighborhood gangs patronized such gatherings and soon
began coercing local tradesmen to buy tickets to the rackets.
Hence the term racketeering. Another theory, more to my liking,
involves the organization of New York teamsters by two
Chicagoans about 1885. An official investigating their illegal
activities is supposed to have said, “This is not a noise, but a
racket.”

It makes little difference where or how the term originated, for
the fact of the matter is that the practice of extortion, blackmail,
and theft to which racketeering now refers, by both public
officials and private citizens, has been recorded in most civil-
izations. Racketeering generally refers to the activity-for-profit
of an organized group of people which depends on physical
violence or its threat to accomplish its end. Racketeering enter-
prises include‘the operation of illegal businesses (as defined by
statist legislation, such as bootlegging during Prohibition, or
drug distribution today), as well as the illegal operation of legal
businesses (as when the Mafia uses the proceeds of their criminal
enterprises to buy legal businesses).

The connection between American politicians and the mob of
organized crime (a group of racketeers is called a mob) is old.
In New York state the use of gangs for election frauds and
intimidations goes back to at least 1840. Racketeering in
legitimate businesses, such as the trucking and clothing
industries in Chicago, and in the foodstuffs, building, and
clothing industries in New York dates to the early 1900s. It was
not, however, until after the adoption of the Prohibition amend-
ment in December, 1917, that racketeering became publicized
and widespread.

Organized crime and ordganized politics find their origins in
man’s ancient history of violence towards one another. Both
groups use superior force to collect tribute and maintain power.
The pirate or brigand begins with two or three ships or
conveyances and a handful of men. Gradually, his use of force
is accepted as legitimate (or necessary for “’keeping the peace”),
and the more violent aspects of his calling disappear. Over time,
he evolves from a predatory bandit to a tax collector in the area
over which he exerts control. Peering behind this facade of
respectability, Thomas Paine explained in his COMMON SENSE
of 1776:

(Clould we take off the dark covering of antiquity and trace
them (the present race of kings and governors) to their first
rise, we should find the first of them nothing better than
the principal ruffian of some restless gang, whose savage
manners or preeminence in subtility obtained him the title
of chief among plunderers; and who by increasing in power,
and extending his depredations, overawed the quiet and
defenseless to purchase their safety by frequent contri-
butions. (Part II—"'Of Monarchy and Hereditary
Succession’’)

Or as Albert Jay Nock put it, “Taking the State wherever found,
striking into its history at any point, one sees no way to differ-
entiate the activities of its founders, administrators, and
beneficiaries from those of a professional criminal class.”” Other
students of the history of the State have observed that it

originated in violence. For example, the German sociologist Franz
Oppenheimer defined the State, with respect to its origin, as an
institution ‘“forced on a defeated group by a conquering group,
with a view only to systematizing the domination of the
conquered by the conquerors, and safeguarding itself against
insurrection from within and attack from without. This domin-
ation had no other final purpose than the economic exploitation
of the conquered group by the victorious group.”

Both in origin and function, there is little difference between
the State and organized crime except the claims of the former
to be “legal.” When Congress threatens to pass a law that will
harm a certain industry, what is it doing but engaging in political
extortion when its members accept campaign contributions or
in-kind benefits not to pass the law? Or when Congress repealed
the 1982 law requiring financial institutions to begin reporting
and withholding taxes from depositors’ interest and dividends,
how was it responding to the banking lobby’s efforts? Both the
politicians and the mob seek to expand their power, domain, and
respectability at the expense of the rest of society. However,
despite their common roots, there remains a deep-seated an-
tagonism between them, because each tries to limit the advances
of the other. Interestingly enough, though, both depend on each
other. The State uses the existence of the mob as an excuse to
collect money to protect “its’’ citizens from criminals. The mob
depends on Congress to pass laws that create blackmarkets,
where it can operate profitably.

Really the only distinction between the edicts of the State and
the commands of a bandit gang is that the State "“organizes” its
parasitism upon society and is able to legitimize its thievery.
From the taxpayer’s point of view, the mob and the State both
have the same end in view. Rather than work for an honest living,
members of the two groups attempt to live by political, coercive
means. Although the State claims to forbid thievery and murder,
it exercises both on a vast scale. The one it calls taxation, and
the other, war. Though both ‘“organizations’’ are to be decried,
the mob is probably less dangerous than the State, because there
will always be some brave people to resist the former, whereas
it requires a more subtle and intellectual opposition to decry the
State.

One of the ways the State has tried to curtail the activities of
the mob has been the use of the income tax laws to prosecute
mobsters. Al Capone was jailed for income tax evasion (a crime
against the State, not against an actual individual), not for
masterminding an organized crime syndicate or committing
murder. The Internal Revenue Service has numerous other ways
of fighting the underworld. It may legally pay informants to
supply information about a suspect’s tax liability. The
informant’'s identity is kept secret and he or she can receive up
to 10% of the amount of taxes, penalties, fines, and forfeitures
collected. The IRS has unusual powers of seizure. It may levy and
garnishee part of your income or salary, file a general lien against
you which automatically ties up property that is in your name,
seal your safe deposit box and seize the contents to liquidate
your taxes, enter your place of business and seize the cash and
accounts receivable on hand, and inspect records of financial
transactions of anyone with whom you are dealing (including
stock brokers and banks). The IRS may also conduct standard
of living analyses, by which it attempts to determine how a
taxpayer can maintain a relatively high standard of living and
yet consistently pay a small income tax.

The most powerful and useful combination of tools against
organized crime is the power to issue a jeopardy assessment,
and the seizure law. The IRS Commissioner may at any time (and
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Hard Money, Soft Money, and
Government Money!

By Carl Watner

(Editor’s Note: In Issue 36 I began quoting subscription rates
in terms of gold, as well as Federal Reserve units. One of the pur-
poses of this article is to explain my predilection for hard monies.)

Mankind has learned to treasure the precious metals, gold and
silver, for good reason. Bitter experience has shown that in the
face of war, invasion, political revolution, business panic,
inflation, currency upheavals, or other man-made economic
disasters, as well as natural disasters, paper money has not held
its purchasing power. Gold and silver coins have survived as the
symbols of security, independence, and honesty. They have often
purchased safety for refugees or food for the near-starving. The
chief benefit of the possession of metal coins or bullion is in the
provision of a means by which the individual can store wealth
that is independent of the vicissitudes of most circumstances.

By hard money | mean a medium of exchange which consists
of real, metallic commodities, rather than paper currency or bank
credits; by soft money I am referring to the various forms of
claims to hard money. The former does not require the
certification or guarantee of any political entity for its worth
because it has intrinsic value. The use of metal coinage as a store
of wealth—what Western governments have labelled hoarding,
and often outlawed—assures its possessor economic
independence. It is something that can be hidden from criminal
predators, and can also serve as an old-age cache when its
possessor can no longer work. It will not rot or wear out and can
always be used as a form of adornment or jewelry.

Qold and silver have two interesting properties. They have
always been cherished by most of mankind, and are virtually
indestructible. In addition, both metals exhibit the text-book
characteristics of all monies: they are easily portable, easily
divisible, and are homogeneous substances. Gold, which has
been mankind’s choice as the supreme coinage, was chosen for
that role because its rarity made it precious, because its color
is unique, and because its lustre will last forever. Gold coins
which have been buried for hundreds, or even thousands, of years
when finally discovered are in the same brilliant and untarnished
condition as when they were first hidden.

In the Western world, hard money was the chief medium of
exchange until medieval times. In China, the art of paper making
was known as early as the 6th Century, A.D., and paper money
was probably used there as early as the 9th Century. The Mongol
conquerors found paper money a great convenience in their
statecraft. They greatly expanded their use of paper money, and
carried it with them in their invasions of the Middle East, from
whence it passed into Europe, where paper money came into use
after the 12th Century.

Ever since then, the Western world has been beset with the
problems that accompany the use of soft (paper) money. The
basic fact about money (of whatever kind) is that money is worth
only what it can be exchanged for, and if it will not buy anything,
it is not worth anything. Neither individuals nor governments
have use for money as such; they have use only for the goods

and services that money can buy. Another basic economic fact
that the use of paper money has obscured is that commodities—
the goods and services demanded by individuals and
governments—are not ultimately paid for with paper money.
Paper money does not pay for anything. It is an economic axiom
that goods, services, and commodities can be paid for only with
other goods, services, and commodities. This misunderstanding
has fostered the myth that “money is wealth.” Paper money and
bank credits are not wealth; they are simply claims or promises.

This points toward the basic economic difference between soft
money and hard money. Hard money is the result of economic
production: of the extraccion of ore out of the ground, of its
refinement, assay, and coinage. The result of this “hard”” work
(hard money) is then exchanged for the goods, services, and
commodities produced by others. Gold and silver miners must
invest human energy, natural resources, and tools, to produce
new money. The production of soft money, especially by
governments, takes place outside the normal cycle of produc-
tion. The cost of producing a $1000 currency note is no more
than the cost of producing a single one dollar bill. The natural
tendency of the State is to inflate (increase the supply of paper
money and bank credits) since it is relatively costless and gives
the painless appearance of prosperity without increasing taxes.
This appearance of State-produced money creates the illusion
that the State has money of its own. But it does not. Whatever
money the State has, it has either fabricated out of the thin air
or first taken from someone else.

Though we are accustomed to paying our taxes in money, the
cost of taxes is not money. Long ago, the tax collector drove his
cart around and gathered up the produce and commandeered
the services required by government. People, under such
circumstances, could measure the cost of their taxes by the
things they were forced to give up. But ever since the State
started collecting taxes in the form of money, the true nature
of taxes has been obscured. The confusion can be cleared up if
we realize that the original process has not changed. Govern-
ments must still take from the people things that it needs to feed,
ciothe, and shelter its workers, and to provide the tools used in
its work. The only difference is that governments—instead of
taking the goods and services directly from the taxpayer—now
take part of the people’s money, and by spending it, get the goods
and services they need. Nothing has changed. The taxpayers can
still measure the burden of taxation by looking at the goods and
services they are unable to acquire, after their money has been
taken from them.

Just as the cost of taxes is not money, so the cost of warfare
is not money, either. The true cost of war is measured in the lives
taken and the goods and services that are used up. But since
governments are able to increase the supply of soft money in
existence, at will, they are able to conceal the true cost of their
activities. They are able to finance their activities through the
creation of new bank credits or paper money. As a result of the
increase in the amount of soft money, there is more money, over
all, chasing the same amounts of goods and services.
Consequently, the purchasing power of each unit of money
becomes diminished. This increase in the quantity of soft money,
which takes place outside the normal cycle of production,
impedes the accuracy of economic calculation and pricing, which
normally guide businessmen and consumers (thus causing the
beginning of the “boom-bust” business cycle). If the process of
soft money expansion continues to its ultimate end, government
money becomes worthless and no longer exchangeable for
anything of value, as in Germany after World War I, or as after
the War for American Independence during which the expression
““not worth a Continental” was “"coined.”

Conrad Braun of Gold Standard Corporation, whose activities
were discussed in the article on “Private Money Firsts” in Issue
36 of THE VOLUNTARYIST, has pointed out the often asked ques-
tion, “How high can the price of gold go?” is phrased backwards.
The real question is “"How low can the price of the dollar go?”
The obvious answer is zero. In his 1988 year-end report to
investors, Braun stresses that his underlying premise is that gold
ownership (i.e., hard money) functions as a store of value. It is
not a path to riches. The purpose of owning hard money is that
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