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Abstract. In current political systems, the actions of both rulers and the governed are shaped 
by wrong incentives. Rulers have no liability and face no economic disadvantage if they 
make poor decisions. The governed are made to believe that “free” benefits can come into  
existence through the power of their votes. This politicizes the state monopoly on force and 
leads to constant changes to the “social contract” and an endless struggle to influence the 
direction of this change. 

In this paper, I propose a peaceful and voluntary alternative to the political status quo: 
Free Private Cities. The defining feature of a Free Private City is that it is run by a for-profit 
company, referred to as the Operator, which acts as a “government service provider”. This 
company can also be organized as a cooperative or be wholly owned by the citizens. In this 
capacity, the Operator offers citizens of the Free Private City protection of life, liberty and 
property. These services encompass internal and external security, a predefined legal and 
regulatory framework and an independent dispute resolution system. Interested individuals 
and companies enter into a Citizens’ Contract, paying a fixed yearly fee for these services 
instead of taxes. Within that framework, a “spontaneous order” can develop which emerges 
from the voluntary activities of the citizens. The Operator cannot later unilaterally change 
the Citizens’ Contract without the permission of the citizen concerned. Disputes between 
citizens and the Operator are heard before external arbitration tribunals, as is already 
customary in international commercial law. If the Operator ignores arbitral awards or 
abuses its power, customers will eventually leave and the Operator will face the risk of 
bankruptcy.  

Since all land is currently controlled by governments, the establishment of a Free Private 
City requires that an Operator enters into a contractual agreement with an existing state, 
referred to as the Host Nation. In this agreement, the Host Nation grants the Operator the 
right to establish the Free Private City on a defined territory in accordance with certain 
predefined conditions, normally encompassing extended regulatory autonomy in various 
fields. One would expect states to be willing to surrender some of their power if they expect 
large enough benefits in return. Such benefits could include job creation, attraction of 
foreign investment and a percentage of profits generated by the Operator. The existence 
of a large number of Special Economic Zones worldwide demonstrates the willingness of 
states to do this. 
  

http://www.freeprivatecities.com/
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1. THE UNSOLVABLE PROBLEM OF CURRENT SYSTEMS 

1.1 Overstretching Leviathan 

In his famous book “Leviathan”, Thomas Hobbes argued that a state monopoly on force 
creates a peaceful order that ultimately benefits all of the state’s inhabitants. It is indeed 
the case that innovation, division of labour, trade, scientific progress and flourishing of the 
arts cannot be achieved in an environment plagued by violence. However, a substantial 
part of this advantage is lost if the state uses its monopoly on force to achieve goals that 
go beyond the enforcement and protection of peace. 

That is when the state becomes politicised and imposes political goals on everyone, 
which tend to be outcomes only desired by certain interest groups within society. In the end, 

politics inevitably implies imposing one's view of the world on all others. But people are 
different. What is right for one person is often wrong for another. The fact that individual 
values are ultimately subjective and that people also have objectively different life 

situations causes any “political solution” to leave behind those who have been forced to do 
something against their will. To “make politics” means taking sides and making the wishes 

of some the yardstick for all. Finally, by force, since these political solutions are ultimately 
backed up by the threat of violence through the executive branch of the government. 

In current political systems, the relationship between citizens and governments is 

analogous to the relationship between somebody who wants to buy a car — while the car 
dealer (the government) insists that he will choose the model, the colour, the size of the 
motor, the interior, as well as the price the buyer (the citizen) has to pay for it. And 

furthermore, there is no choice in the deal: everyone must buy. This is an obviously 
unattractive deal, yet this is the deal most of us accept through our political systems. 

The alleged “social contract” is constantly being changed, but only by one side: the state. 
However, if the state monopoly on force becomes an instrument of politically motivated 
partiality, then the original concept loses its effect. Behind the façade of the peaceful state, 

a perpetual struggle of rival groups arises. Politics thus becomes an invisible civil war, whose 
discreteness stems from the fact that the victims of state interference have no realistic 
chance of defending themselves. The peace achieved in modern states is illusory and based 

on the effective suppression of divergent interests. 
It is therefore counterproductive to give the state a power that goes beyond 

guaranteeing internal and external security. Because once peace is established, the only 
legitimate governmental task should be to ensure that residents do not force their will upon 
others. The state itself may only use force to safeguard this principle. 

1.2 When the Minimum Principle meets Politics 

There is a problem: In practice, this kind of self-restraint on the part of the state is 
impossible to achieve. Human beings tend to prefer the social order that offers them the 
highest “return on life” at the lowest price, meaning they attempt to obtain as much benefit 
as possible for as little effort as possible. This natural human disposition, which is referred 
to as the minimum principle, makes sense from an evolutionary perspective. It has led to 
innovation, specialization and division of labour, which allow the average person in most 
countries to live in a state of affluence that was previously only accessible to the privileged 
upper classes. 
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In order to achieve their ends, humans interact with others. As long as these interactions 

are voluntary, both parties seek to benefit from them – otherwise, these interactions would 
not take place. Voluntary interaction is always initiated by a promise: “I will give you 
something valuable in return”. However, whenever somebody wants another person to 

interact with them, they face an alternative, namely, to issue a threat: “If you don’t comply, 
I will harm you”. As soon as somebody tries to achieve their ends in this manner, the other 
party will most likely be damaged, and the social order will be weakened.  

In theory, all the members of the social order could agree to jointly suppress violent 
behaviour. However, the benefits derived from the division of labour, economies of scale 

and economies of scope, suggest it may be prudent to agree on a “guarantor of the peace” 
who is solely allowed to enforce this agreement, if so required. In our current world this 
guarantor is the state.  

Now, if the human disposition towards the minimum principle meets with state power, a 
problem arises: due to the state’s monopoly on the use of force politics can promise 
benefits, such as subsidies and handouts, that seem to cost the recipients nothing. In reality 

they are on the expense of other citizens. This turns the original idea of preventing harmful 
interaction upside down: Now, the most powerful institution itself initiates harm. The human 

disposition toward the minimum principle will lead to interest groups seeking to maximise 
their own benefits at the expense of others with the help of the state. From the recipients’ 
point of view, subsidies and handouts are an appealing concept: they put in no effort, yet  

receive profit. Essentially, the granting of child benefits, free health care or an unconditional 
basic income, can be classified as the buying of votes. Such subsidies lead to a population 
demanding ever more short-term benefits, unconditional promises and additional “free” 

offers.  
The dynamics described here also ensure that the state interferes more and more in 

citizens’ private lives. This is because “intangible benefits” are also distributed, like 
regulations in favour of the wishes of certain interest groups. Since almost every interest 
group tries to take their personal wishes into account, the number of laws, the tax burden 

and the national debt inevitably increase over time. Political polarization is an unavoidable 
outcome of such a system. The possibility of individuals leading their lives according to their 
own tastes, becomes increasingly restricted.  

In theory, this problem can be overcome using reason and persuasion while in practice, 
the minimum principle remains stronger. Politicians or rulers who advocate cuts in benefits 

will sooner or later be voted out of office or replaced by more “supportive” and “generous” 
mandate holders. Over and above that, the respective rulers have no incentive to behave 
sustainably, since they bear no economic consequences for their decisions. They remain 

legally immune from liability and have no enforceable obligations towards those whom 
they rule. 

However, such systems cannot continue to function in the long term. Inevitably, 

overpromising and subsidising unprofitable but well-meaning programs will lead to 
governments running out of funds, bringing about self-destruction of the prevailing political 

system. Fiscal trickery by central banks, such as downward manipulation of interest rates 
or the purchase of their own government bonds, can only delay this result, not prevent it. 

I am well aware that the following is an extremely painful realisation for many, but there 

is no way around this insight: A system, however legitimated, which by law provides for 
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expropriations in favour of third parties (for example in the form of taxes and social security 

contributions) and to which not all those affected have agreed to, cannot lead to a system 
of peaceful and stable cooperation. The foundations and results of voluntary cooperation 
are destroyed through the exertion of state power. True solidarity cannot emerge in an 

environment of coercion. The resulting battle of all against all for the implementation of 
regulation, favourable to some at the expense of others, successively undermines what 
makes a society cohesive, successful and attractive.  

2. CRITERIA FOR ALTERNATIVE SYSTEMS 

It is no use blaming people for following their evolutionary dispositions or complaining 

about politicians for delivering what the electorate wants. The only remedy is to 
decentralize and limit power. The fewer areas of life politics controls, the less important it 
is who controls or influences politicians. Anyone who wants to avoid receiving special 

benefits from the government at the expense of third parties must create a system of 
government that cannot grant special benefits at all. 

Hence, we have to define a system that by design avoids misaligned incentives and is 
inherently stable. A new, long-term, stable social order must require those in charge to: 
 

● be unable to grant special benefits to individual groups or citizens (avoidance 
of lobbying, corruption and struggles over state largess), 

● be held liable for errors (coupling of power and responsibility), 

● have an economic interest in the success of the society (skin in the game), 
● allow their citizens to leave or secede at any time without imposing financial 

or other obstacles (enabling competition), 
● have clearly defined written obligations, changeable only with the consent of 

both the governed and the rulers (a real social contract, legal certainty, 
predictability), 

● be suable by the parties concerned in the event of differences before 
independent courts or arbitration bodies (neutral dispute resolution). 

  
At present, even Western democracies only fulfil the last of the above criteria, often with 

caveats, since only certain organs can sue the government and the courts are financed by 
the same government. The legal security and predictability provided by constitutions is no 
longer effective in practice, since those in power, with their parliamentary majorities and 

by the appointment of judges, can largely control both the wording and interpretation of 
the constitution. 

3. GOVERNMENT AS A SERVICE: FREE PRIVATE CITIES 

This paper proposes a concept that fulfils the above criteria and overcomes the problems 
described above. The concept is called a Free Private City. 
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3.1 Defining Elements of Free Private Cities 

● A Free Private City is a sovereign or semi-autonomous territory with its own 
legal and regulatory framework. It has its own tax, customs and social regime, 
as well as its own administration, security forces and an independent dispute 

resolution system (autonomous regulation and administration). 
● Free Private Cities are run by an operating company as a for-profit business 

(“Operator”). This company may be a private or publicly listed entity, 
organized as a cooperative and can be also wholly or partly owned by the 
citizens. The Operator guarantees inhabitants of the Free Private City 

protection of life, liberty and property which it provides in exchange for a fixed 
basic fee (Protection by Operator).  

● Each individual resident or residing entity has concluded a written “Citizens' 

Contract” with the Operator, which clearly defines their mutual rights and 
obligations. This includes the services to be provided by the Operator and the 

fees to be paid to them for their services; there are no taxes. It also outlines 
rules that apply in the Free Private City: both for the citizens and the Operator. 
A defining aspect of the Citizens' Contract is that it cannot be unilaterally 

changed by either party. It represents the “personal constitution” of every 
contract citizen (real and reliable social contract). 

● Participation and residence in the Free Private City is voluntary (voluntary 
participation). 

● There is no legal claim to admission to the Free Private City; to fulfil the 

security promise, the Operator decides on immigration according to his criteria 
and his discretion (immigration policy). 

● Furthermore, contract citizens can do as they please, provided that they do 

not violate the rights of others or the rules laid down in the Citizens' Contract 
(the live and let live principle). 

● Any citizen can terminate the contract at any time and leave the Free Private 
City, but the Operator can only terminate the contract for good cause, for 
example for breach of contractual obligations such as continued non-

payment of the fee (unilateral free contract cancellation). 
● Coercion by the city operator can only be used to enforce the predefined and 

agreed rules. Serious or repeated violations lead to exclusion from the Free 
Private City (contract-violation-based exclusion possible). 

● In the event of conflicts with the Operator, each party is entitled to appeal to 
independent (arbitration) courts that are not part of the Operator’s 

organization (independent arbitration). 

3.2 Real Social Contract 

In a Free Private City, everyone would be the Sovereign of Themselves. By voluntary 
agreement, they have concluded a genuine contract with a more or less ordinary service 
provider. Both parties have the same formal rights and are therefore legally on an equal 

footing. In Free Private Cities, the relationship between ruler and subject in traditional 
governance systems is replaced by a relationship between customer and service provider. 
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For the first time in history, there would be a real “social contract” with predefined rules, 

not a fictional one that is repeatedly changed by one side. 
Unlike conventional systems, where the citizen is obliged to pay tax without having a 

corresponding right to benefits, in a Free Private City service and compensation are directly 

related. Both contracting parties are entitled to fulfilment of the contract by the respective 
counterparty. The Operator can demand payment of the fixed contribution from the citizen, 
but no additional fees (unless the citizen agrees). In turn, the citizen can sue the Operator 

for non-compliance with his contractual obligations such as ensuring security and a 
functioning system of private law. Who actually manages or to whom the operating 

company belongs is of no relevance to the functioning of the model. As said, the Operator 
could even be owned by the citizenship as a whole. 

At the same time, the strictly bilateral contract between citizens and the Operator 

addresses an age-old problem of mankind: the desire of some people to impose their will 
on others. In a Free Private City, there is no platform for paternalists and rent-seekers to 
hijack. Political activism, missionary zeal, distributional struggles and the stirring-up of 

social groups against one other would disappear, because of the simple lack of a benefit 
for the executing party. Citizens know that they cannot interfere with the Citizens’ Contract 

of fellow citizens and would subsequently learn to respect each other’s differing views and 
assessments. 

The Operator is neither king nor dictator, but a mere service provider who may (or must) 

only do what both sides have agreed in the contract. 
Disputes between the Operator and citizens will be heard before independent 

arbitration tribunals, as is already customary in international commercial law. If the 

Operator ignores the arbitral awards or abuses his power in any other way, his customers 
will leave and he will eventually face bankruptcy. The Operator therefore faces a real 

economic risk and therefore has every incentive to treat his customers well and in 
accordance with the Citizens’ Contract. 

Since the Operator has limited responsibilities, namely the protection of life, liberty and 

property of the citizens, he would only guarantee the framework within which society could 
develop as a “spontaneous order”. A spontaneous order is an order which emerges as the 
result of the voluntary activities of individuals, based on their decentralized knowledge, 

rather than as a result of government mandate or central planning. Examples of systems 
which evolved through spontaneous order or self-organization include the evolution of life 

on Earth, languages, the Internet and free market economies. 

3.3 Main Principles 

There are just a few simple principles that determine how people live together in a Free 
Private City. The guiding principle is self-determination and private autonomy, the right to 
shape one’s legal relationships according to one’s own decisions. Furthermore, the Golden 
Rule applies as expressed in the proverb “do not unto others what you do not want done 
unto you”. In addition, the principle do ut des (I give so that you give) is valid, the recognition 
that merit is based on reciprocation. Finally, there is the principle of voluntaryism and non-

aggression, meaning interactions are based only on voluntary cooperation, rather than 
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coercion and expropriation, including for allegedly “good” causes. The result is a “live and 

let live” society. 

3.4 Profit Motive 

The Operator’s profit motive is of central importance to the Free Private Cities model. Many 

people consider the pursuit of profit to be something immoral, especially when it touches 
on social issues like our living together. They fail to recognize that there is no better 

incentive than the profit motive to make optimal use of scarce resources. Competition with 
other systems and the need to make profit incentivizes the Operator of a Free Private City 
to permanently seek to improve his “product” and optimize the use of scarce resources. 

This ultimately results in elevated satisfaction and better-quality services for citizens. 
Every decision the Operator makes has an immediate impact. The Operator must ask 

whether his actions will increase the satisfaction of the citizens or whether it is better to 

implement cost-cutting measures that allow fees to fall so that the Free Private City can 
become more competitive. In other words, before the Operator acts, he must first ask 

whether his action will ultimately generate more revenues than expenses. If more revenue 
is generated, profit is made and the enterprise value of the Free Private City is increased, 
reflecting the increased contentment of the individual residents and residing entities. If the 

measure will be loss making, the measure should either be improved or reversed. Such 
efficiency, and therefore elevated quality of life for all stakeholders, will never be achieved 
by public state systems. 

3.5 Competition 

Free Private Cities can be modified in all directions, from anarcho-capitalist models without 

a monopoly on force to kibbutz-like communes without private property. The choice of 
different concepts makes it possible to defuse most political conflicts and replace them 
with a peaceful coexistence of different systems that everyone voluntarily enters into. 

Precisely because people’s preferences differ and we cannot know which system is 
evolutionarily the best for whom, we must allow for diversity and competition to flourish. A 

single world government would be an extreme danger to liberty: No more exiles, no more 
comparison, no more choice. 

The view of a social order as a “product” on the “Market of Living Together” and the 

peaceful competition of systems for citizens as “customers” will considerably increase both 
peace and liberty. This is because finding solutions on the market is non-violent, non-
revolutionary, but instead an evolutionary process that takes place through mutation (trial 

and error), selection (profitability or bankruptcy) and reproduction (imitation of successful 
solutions). 

Therefore, alternative forms of society must firstly be allowed and secondly, citizens 
must not be prevented from exiting the system. Anyone who does not want to be a 
Sovereign of Themselves but prefers a communitarian atmosphere and “social warmth” 
has every right in the world to seek that out. But he or she has no right to detain or restrain 
against their will those who prefer freedom or to force them to finance his or her desired 
way of life. Social orders that only work if people are held in them against their will and 
forced to behave in a certain way will fail in the long run anyway. If you have a good 
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product, you do not have to fear criticism or competition and therefore do not need to 
prohibit or regulate them. In fact, competition has proved to be the only permanently 
effective means of limiting human power. 

3.6 Implementation 

Penetrating the Market of Living Together is not easy. Normally one has to win an election, 
carry out a revolution or organise a movement for secession. 

The establishment of Free Private Cities is a peaceful alternative to these methods. 

Undoubtedly, getting existing states to give up part of their sovereignty is an ambitious 
task. Nevertheless, this path seems easier than changing existing systems “from within” to 
make them more amenable to freedom, legal security and self-responsibility. The fact that 

all over the world many Special Economic Zones already exist, some with a “one country, 
two systems” model - shows that similar paths are possible. In a way, the Free Private Cities 

concept is merely the next stage in the evolution of Special Economic Zones. Describing it 
in this way may make it easier to convince potential host countries. 

The establishment of a Free Private City requires a contractual agreement with an 

existing state. In this agreement, the “Host Nation” grants the operating company the right 
to establish the Free Private City on a defined territory in accordance with the agreed 
conditions. To ensure voluntary participation, it is best for the area proposed for the 

establishment of a Free Private City to be initially uninhabited. The degree of autonomy the 
respective Free Private City will actually end up having, is a matter for negotiation with the 

Host Nation. It is unlikely that a Free Private City will be able to negotiate complete 
independence. In addition to territorial sovereignty (defence, foreign policy), the Host 
Nation will probably insist on the continued application of certain legal norms, such as the 

validity of the human rights enshrined in its constitution, as well as continued respect for its 
international agreements and criminal codes. The Free Private City should be able to cope 
with this without giving up its essence. In this respect, the Free Private City will not be able 

to grant its own citizenship; residents will keep their own, but they will get a residency status 
in the Host Nation. 

States may agree to surrender some of their power over a certain territory if they 
expect to benefit from it. A win-win situation between the Operator and the Host Nation 
must therefore be created. The establishment of Free Private Cities in structurally weak 

areas not only increases their attractiveness to the surrounding region, but also stands to 
create jobs and investment in the neighbouring areas, which ultimately benefits the Host 
Nation. Hong Kong, Singapore and Monaco provide good examples: A cordon of densely 

populated and, comparatively prosperous areas has formed around these city states. 
Inhabitants of the Host Nation often work in the neighbouring city-state, but pay taxes in 

the motherland. If one assumes that such developments take place in a formerly 
structurally weak or completely uninhabited area, then the Host Nation only stands to 
benefit. 

4. ADDITIONAL CONSIDERATIONS 

The following are the most frequently raised issues when discussing the idea of Free Private 
Cities. Further details are covered in the links provided at the end of this document.  
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4.1 Target Group 

Free Private Cities target all income groups as well as all businesses. The estimated costs 
for the mandatory basic package, consisting of infrastructure, security and the legal and 
dispute resolution system, will amount to approximately USD 1,500 per person per year 

(less than an ounce of gold). The amount may be adjusted downward in low-income 
countries.  The fact that no taxes are levied relieves the financial burden on the residing 

entity considerably, especially on single entrants to the labour market, but also on all 
middle-income earners with families. The funds freed up are available for citizens’ own 
health and pension savings plans or membership of self-help institutions, as well as for their 

children’s education. Since they are tax-free and have a low-regulation, business-friendly, 
service-oriented legal regime, Free Private Cities offer considerable incentives to settlers, 
especially companies. As a result of their economic activity, jobs will also be created for low 

and middle-income earners. 

4.2 Social Security 

Free Private Cities will allow for the establishment of voluntary, multi-layer support 
networks for those with disability, illness or other incapacity. Collective self-help institutions, 
private insurance providers, as well as support by family and friends and charities would 

be encouraged (dealt with in detail in the book on Free Private Cities). These institutions 
should be sufficient to deal with all cases of real hardship in a community. Some Operators 

might choose to add a contractually guaranteed minimum social security.  

4.3 Environment 

Free Private Cities have an interest in maintaining a clean environment as a means of 

attracting residents. In principle, environmental protection in the Free Private City is based 
on the protection of individual rights. Environmental damage is unthinkable without 

affecting property, possessions, or persons. Therefore, there is a corresponding right to sue 
anyone who pollutes the environment of another, and it must then be decided by 
independent courts whether the claim is justified. In a Free Private City, there is no tragedy 
of the commons because all land and waters are owned, or at least controlled, by actors. 
This applies in particular to the Operator himself, who in addition to his administrative 
activities is also subject to private law as the owner of land, streets and squares.  As such 

he can use his right to sue in cases of environmental damage to his property. 

4.4 Democracy 

The Operator acts as an actionable service provider with a narrow scope: protection of life, 
liberty and property according to pre-defined and pre-agreed rules, which are not 
unilaterally changeable. The vast majority of life decisions happens outside the Operator’s 

sphere of influence. If everyone can decide nearly everything for themselves, including how 
they want to live and which causes they want to support, then there is no need to delegate 

these decisions to a parliament, government or majority vote. Free Private Cities should 
enable maximum self-determination, not maximum co-determination. With the evolution of 
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a governance system from one of majority rule to one of self-determination, there is no 

more principal-agent problem arising from the fact that agents might prefer their own 
interests over the interests of those they represent. If everyone can decide which products 
and projects continue to exist and which do not, there is more democracy in the sense of a 

rule of all than in a majoritarian system. Through this process, Free Private Cities are able 
to achieve “full-democracy” rather than the quasi-democracy represented by the 
majoritarian systems of today. 

4.5 Monopoly on Force 

Because of the territorial monopoly on force, the Operator would in theory be able to 

misuse this monopoly and behave like a dictator. However, most citizens would respond by 
leaving the Free Private City, and it would be impossible for the Operator to successfully 
found new cities elsewhere due to his loss of reputation. In this respect the Operator is no 

different from the captain of a cruise ship on the high seas or the head of a remote holiday 
resort. Both could theoretically take the opportunity to act as dictators, but refrain from 

doing so because of their commercial interests. 
Allowing competing security service providers with their own rules and thus competing 

legal systems may appear theoretically attractive for reasons of preventing monopolies. 

In practice, however, the effort and inconvenience involved (transaction costs) are 
probably too high. It would take years for rules to develop in the market on how to resolve 
collisions between the various providers and legal systems. In practice, the owners of the 

strongest security service could do what they want.  
Once the model of Free Private Cities has proven itself profitable, then competitors will 

inevitably appear on the scene. This is the best guarantee for the residents that the 
respective Operators will not abuse their position of power. Apart from that, the right of 
every contract citizen to self-defence and the corresponding support of third parties 
against attacks remain unaffected or expressly guaranteed by contract. 

4.6 Contract Changes 

Constitutions of nation states can be changed, even against the will of the people, provided 
a qualified (parliamentary) majority agrees to the change. Contracts, on the other hand, 
can only be changed if both contracting parties agree. That is why the Citizen Contract and 
the corresponding legal position are so important to the protection of the individual 
residents’ rights. However, even the best contract cannot foresee all possible future 
contingencies. But a contract that can be changed at any time by the Operator or contains 
vague language would be of no real use to the citizens. Therefore, the wording of the 
contract must be as clear and unambiguous as possible. If later this leads to disputes of 
interpretation due to missing or vaguely formulated clauses in certain areas, then the 
respective (arbitration) courts will decide the controversial issue and fill the legal gap, using 
the pre-agreed legal principles that have been in force for centuries and a reasonable 
balance of interests.  

The development of contracts takes place exclusively through “case law”. This means 

court judgments and arbitration awards dealing with a certain issue are from then on 
binding for all contracts, and do not require the introduction of new rules or amendments 
to contracts. This is how Common Law has successfully worked for hundreds of years.  
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4.7 Financing 

Free Private Cities finance themselves, through the basic fees of the citizens that cover 
expenses for security, a legal system and a certain infrastructure. Another source of income 
are land transactions. The Operator will likely have to make initial infrastructure 

investments during the first few years of operation to attract initial settlers, but pre-
financing is normal in the venture capital business. Due to economies of scale, the fee 

system will likely become profitable once a certain number of inhabitants (around 10,000) 
is reached, since expenses for security forces, dispute resolution bodies and infrastructure 
do not have to increase in proportion to the number of inhabitants. In practice, the Operator 

will probably generate a large part of its income from real estate transactions. This could 
include buying land early, which will then increase in value as a result of the establishment 
of a stable and attractive system. The land can also be parcelled out and sold or leased. 

The corresponding revenues can then be used to cross-finance expenditure, infrastructure 
or even to lower the basic fee. 

4.8 Protection 

Especially if successful, a Free Private City might be subject to a hostile takeover attempt 
by the Host Nation. Therefore, the agreement between the Operator and the Host Nation 

will contain common investment protection and arbitration clauses. In this respect, the Host 
Nation risks being exposed to considerable financial demands after occupying the Free 
Private City, which could also result in a seizure of its foreign assets. Nevertheless, the Free 
Private City Operator will be incentivised to not let it get that far. He would likely make use 
of alternative means, for example a combination of public relations, diplomatic contact 

with other states and renowned institutions or other defensive measures. Moreover, it can 
be pointed out in time that residents are highly mobile and would be able to quickly leave 
the Free Private City in the event of a hostile takeover, further undermining the incentive of 

the Host Nation to make this attempt. 

5. CONCLUSION 

Changing existing, entrenched political systems in a peaceful way is a challenging task. If 
we want to create a freer world with a focus on personal sovereignty, we better try to 
establish alternative voluntary systems and frameworks. Free Private Cities are such a 

product. Free Private Cities are not a utopia, but rather a business idea whose functional 
elements are already known (providing contracted services) and which need only be 

transferred to another sector, namely that of living together.  
We are living in an increasingly connected world, where many people can work from 

home for clients in several countries. Cryptocurrencies and decentralized finance are 

emerging. In such a world, it is becoming more and more difficult for nation states to collect 
taxes and social contributions on all kinds of activities. For this reason alone, the fee system 
of Free Private Cities is the more promising option for the future.  

The successful establishment of parallel structures independent of nation-states and 
powerful international organizations is possible: Bitcoin is proof. Parallel structures in the 

Market of Living Together are supposedly also in high demand. That’s because people don’t 
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want to be subjugated by rules and regulations that they have not consented to. People 

don’t want to pay for things they have not ordered. And reasonable people don’t need 
hundreds or thousands of laws to live peacefully together. Finally, people need a safe space 
where they can congregate and cooperate peacefully but are otherwise left alone by 

coercive authorities. 
Free Private Cities can deliver these human desires. The existing political systems 

cannot. It is for this reason that Free Private Cities have a chance to succeed. Eventually, 

people will go where they are treated best. 
 

 

More info: 

Free Private Cities Foundation 

Book “Free Private Cities – Making Governments Compete For You” 
Whitepaper Online 
 

https://www.freeprivatecities.com/
https://www.amazon.com/-/de/dp/B07G7H3S2N/ref=tmm_kin_swatch_0?_encoding=UTF8&qid=1640883904&sr=8-1
https://www.freeprivatecities.com/whitepaper/
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