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 I used to be a die-hard Rothbardian. I held that all money needed to be backed by a 

commodity of some sort. I held that a currency system would not be stable unless every unit of 

currency were backed by some tangible asset. Of course, the entire cryptocurrency phenomenon 

has disproven that old myth. When you think about it, Rothbard was really not being consistently 

Austrian when he asserted that money had to be backed by a tangible asset (or at least be 

perceived to be so backed) in order to have value. One of the key tenets of the Austrian School is 

that value is subjective—the subjective or marginal theory of value. It logically follows from the 

subjective theory of value that a currency’s value is established by the subjective estimation of 

individuals in the marketplace, not by any inherent quality of some commodity that backs the 

currency. If the people have faith in the currency and are willing to accept it as payment, the 

money will have value regardless of whether it is backed by gold or by pixie dust. The entire 

basis of the currency’s value lies in the subjective opinions of individuals. 

 So, Murray Rothbard was wrong (at least, partially wrong) when it comes to money. He 

was right about fractional-reserve banking, he was right about the business cycle, and he is 

usually right about politics and history. Yet, he was wrong about the basis of the value of money. 

Pierre-Joseph Proudhon and the mutualists were right (at least, partially) when it comes to 

money. Proudhon was the first person to suggest that money could be divorced from precious 

metals. He was the first person to suggest that an entirely credit-based currency could work. And 

the success of Bitcoin has proven his thesis correct.
1
 The fact that Rothbard was wrong and 

Proudhon was right on this point led me to consider the possibility that Proudhon might have 

been right about banking in general. What if the mutualists were right about banking all along? 

What if Tucker, Greene, and Proudhon were right about money? 

 The mutualists suggested that credit creation could essentially be done in the form of 

monetizing the equity of tangible assets. If you need a loan, you could go to the Mutual Bank and 

                                                
1 Proudhon’s credit-based monetary scheme, however, was totally antithetical to Keynes’ scheme. Unlike Keynes, 

Proudhon did not want a State-sponsored fiat currency. The mutualists wanted a decentralized, free banking system, 

with competing currencies, etc. The Keynesian central banks are millions of miles away from the mutual banks of 

anarchist theory. 



offer your house or car as collateral. New money (in the form of credit) would be created on the 

spot. The amount of credit that you could receive would be equal to the equity of the property 

that you offered up as collateral. The new money/credit would be backed by whatever you 

offered as collateral. If you don’t pay back the loan, then the Mutual Bank would take possession 

of the property that was used as collateral. The property would then act as the payment for the 

debt that was unpaid. Under this mutualist scheme, the bank would not stand to make a profit 

from the loan, nor would the bank lose anything if the debtor failed to pay. The loan would be 

nothing more than the monetization of the equity of a tangible asset, much like the way that 

banks used to issue money as receipts for the tangible assets held in their vaults. This new money 

would not be created via fiat. It would be backed by the tangible assets offered as collateral. This 

new money would be “as good as gold.” This new money in the form of credit would not just be 

credit-based; it would be backed by something real! 

 The Mutual Bank had two main characteristics: (1) its currency was credit-based rather 

than being backed by gold, and (2) it allowed for the monetization of the equity of ordinary 

property. The existing cryptocurrency systems already have the first characteristic of a Mutual 

Banking system. It is conceivable someone could create a digital currency system that allows any 

individual to create additional money, provided that they have the appropriate documentation to 

prove that they own sufficient property to put forth as collateral. I know this is bound to be a 

controversial suggestion, but it is worth considering. The existing cryptocurrency systems cannot 

do all of the same things that an ordinary currency system can do; e.g. they cannot create new 

money for credit/loan purposes. If someone could create a cryptocurrency system that allowed 

for the creation of additional money for lending purposes (without the credit being merely fiat 

money), this new currency system would have an advantage over Bitcoin for certain uses. 

 I don’t want the U.S. dollar as a monopoly currency, nor do I want Bitcoin to be the new 

monopoly money. The money monopoly is inherently evil. I have faith that the free market will 

introduce improvements into the cryptocurrency movement. New cryptocurrencies will compete 

with Bitcoin and Litecoin. The competition will put pressure on them, which will help to keep 

them honest. As a guard against the threat of a monetary failure, we need many competing 

currencies to be in use alongside each other. If one of the currencies fail, there ought to be 

dozens of others to take its place. In the long run, land and gold will be better to use as a store of 

value. If you want to turn your money into something that holds value, buy land and gold. If you 



want to spend money in a totally free market, without regulations and without government 

taxation and government intervention, then use Litecoin and Bitcoin. Certain types of money are 

better for certain things than other types are. Bitcoin is good for making money off of 

speculation. Litecoin has its perks. The dollar is convenient. Gold and silver have the benefit of 

holding their value better. In a free-market anarchist economy, all of these different types of 

money could co-exist. None of them would ever gain a monopoly. Each of them has something 

that it offers that the others don’t. Some people will choose to use Litecoin, others will use 

Bitcoin, and others will use gold. When we get to that sort of society, most people will accept a 

variety of different types of money as payment, just as restaurants and convenience stores accept 

a variety of different kinds of credit cards. I think it would be beneficial to have a Mutual Bank 

cryptocurrency system alongside all the other types of money. 


