Greetings,

I note that the problem that the Cape Town Talent Exchange is having regarding people building up large negative balances without providing value in return is a problem that has been raised before and often with LETS / Mutual Credit systems.  I had the same problem with the LETS that I was administrating in Canada in 1992.

It can cause inflation because the people going into debt are creating currency, without a corresponding increase in the supply of goods or services in the marketplace to balance this, because people are not reducing their negative balances by providing goods and services to the economy.  

Too much money circulating in a market with too few goods causes inflation.  Inflation leads to rising prices in the marketplace and a loss of confidence in the currency and trust in the other traders, and the result is a decline in trade.  How is this excess money going to be removed from the marketplace?

One way to measure the growth of excess money is to calculate the ratio of money supply to actual trade.  If the money supply continues to increase over actual trade, then something will need to be done at some point to correct this.  

How about implementing demurrage to help remove excess currency from the system?  Or charging an entry fee to only those people who come to the market without goods or services to sell?  Or implementing limits on negative balances?  Or requiring people to bring goods and services to the marketplace to earn talents (local currency) before they can receive credit?

In this group we have also talked about having formal credit arrangements in case a member leaves the system with a large negative balance: they would have a debt in national currency.  A partnership with a local financial institution can be helpful in this regard.  Does anyone have an opinion about this?

How about issuing a simple note for use in the marketplace, which is received when the members arrive and returned when they leave?  If the total number of notes issued at the beginning equals the number of notes received at the end, then it is possible to control the marketplace economic system more easily before the buyers come into the market.  

I agree with the approach that the CTTE is taking in dealing with this problem, in terms of checking account numbers and balances before making a trade, and checking buyer's accounts before allowing them into the marketplace.

However, it is not easy for stallholders to control the marketplace by checking because it is in their interest to sell.   If some stallholders are seen as refusing trades, then the buyers will go to the weakest stallholders to buy.  It appears to be "human nature" to try to gain advantage from the economic system, to get more than one gives.  Educating the new members is something that the more experienced members need to be doing.


------------------


Editorial: Bad Traders 

At the past two markets we have been 'invaded' by members who arrive on time and scoop up all goods for sale before most of the regular traders arrive. Stallholders get overwhelmed with buyers who clear them out even before they have unpacked all their wares. Many of these buyers are people who have negative balances and appear to be giving very little back. Some stallholders have reported items being stolen and others have reported people giving fictitious account numbers and names. This is not in keeping with the spirit of the Talent Exchange, where there is no reason to steal if you can just take and go into debit. 

In order to prevent this buyers will in future have to check in at markets before they can purchase goods. If their accounts show that they are seriously in debit or have not sold anything since the previous month they will not be able to participate. We will also have to implement a system of ID cards. The ID card will give the member's details and they will have to present it to the stallholder who will record the details on the trading sheet. Only then will the buyer be able to sign the trading sheet.

There are a number of chronic 'debtors' on the system who are running up very large negative balances. Sellers are urged to check out potential buyers before agreeing to sell things to them. It is easy to look up someone's balance, and if you see it is deeply in the red you must refuse to sell to them. While it makes no apparent difference to you as a seller if the person is in the red, it does diminish the value of your Talents as it means that such people are effectively stealing from the system, and that affects everyone. 


--------------------


A good place to take discussions on problems with systems is the helpdesk.  www.complementarycurrency.org/helpdesk.html 

For those of you using local currencies within a marketplace setting, I also suggest that you see our model for a marketplace currency system at www.appropriate-economics.org/materials.html, at the bottom of the list in the Implementation section.

Regards,

Stephen
Co-Coordinator, Worldwide Help Desk for Community Currency Systems
Asia Program Coordinator
STROhalm Foundation
