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The idealized home-neighborhood: the Shire of the Hobbits. A landscape in which the household’s Markov
blanket is nested cleanly inside the neighborhood’s, the township’s, and the bioregion’s. The
architecture of nested sovereignty given form.

Abstract. This paper proposes a unified framework for housing rights grounded in the Free Energy Principle
(Friston, 2010), Ashby’s Law of Requisite Variety (Ashby, 1956), and Levin’s bioelectric morphogenesis theory.
Housing is reconceived not as a commodity or welfare entitlement but as the primary Markov blanket of the
human organism — the material precondition for biological and social sovereignty. Nested across five scales
(household, neighborhood, township, city, bioregion), housing sovereignty requires a new architecture of
institutional organs and a novel financial instrument: the Vita stablecoin, whose value is anchored to a composite
Aliveness Index measuring the homeostatic capacity of nested living systems. The paper diagnoses the
affordability crisis as a systemic violation of Ashby’s Law, proposes biologically inspired institutional organs to
restore requisite regulatory variety, and outlines a four-phase implementation strategy from neighborhood pilots

to constitutional recognition.

1. The Home as the Primal Markov Blanket

The home is not primarily a commodity, a legal title, or a financial asset. Before any of these, the home is the
primary physical Markov blanket of the human organism — the material envelope that makes the maintenance

of biological and social sovereignty possible at all. In Friston’s formulation (2010, 2019), a Markov blanket is
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the statistical boundary separating an organism’s internal states from the external world, enabling active
inference: the continuous generation and updating of predictive models that allow the organism to act

purposefully and maintain homeostasis.

Without stable shelter, the organism cannot sustain adequate sleep, nutrition, warmth, or the basic physiological
parameters of homeostasis. Its predictive model of the world — built on regularities of environment — is
continuously violated, forcing the system into chronic high free energy: hypervigilance, cortisol dysregulation,
impaired prefrontal function, degraded immune response. Housing insecurity is, in the precise technical sense of
the Free Energy Principle, a condition of chronically elevated variational free energy: the world persistently fails
to match the organism’s predictions, and the organism lacks the metabolic, cognitive, and spatial resources to

restore conformity.

The empirical literature confirms this with consistency. Chronically unhoused individuals show neurological
changes consonant with chronic threat response — cortical thinning in regions associated with planning and
executive function, amygdala hyperreactivity, reduced hippocampal volume (Evans & Kim, 2010; Farah et al.,
2006). Children in unstable housing show cognitive and developmental trajectories comparable to those with
chronic traumatic stress (Cutts et al., 2011). These are not metaphors: housing insecurity physically degrades the
organism’s capacity for the active inference processes that constitute aliveness, contracting the cognitive light

cone and shrinking the state space of achievable futures.

Conversely, stable shelter provides the precondition for every other form of aliveness expansion. The housed
person can form stable predictive models of the social and physical environment, invest metabolic resources in
epistemic growth rather than defensive vigilance, and participate in the nested commons at every scale from

neighborhood to city.

Housing stability is the ground floor of all other degrees of freedom — not
one good among many, but the material condition for the capacity to
generate goods at all.

This is why the right to housing is not adequately captured by existing legal frameworks — neither welfare
entitlement, market provision, nor human right in the conventional sense. It is the right of every living system to
maintain its primary Markov blanket, the material condition for sovereign selfhood at the biological scale. To
deny this right is not merely a distributive failure; it is a formal attack on the organism’s capacity to remain alive

as a self-organizing agent.
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1. Nested Housing Sovereignty: Five Scales

The household’s Markov blanket exists within a series of larger, nested Markov blankets — each a sovereign,
self-organizing system whose integrity conditions the integrity of those within it. Five scales structure the ana-

lysis.

scate 1 - The Household

The primary Markov blanket: the dwelling itself, its interior environment, its threshold between intimate life and
the world. Sovereignty here means security of tenure, thermal and structural adequacy, and cognitive privacy.
Contemporary threats — eviction, rent escalation beyond income growth, speculative redevelopment — are

formal violations of Markov blanket integrity, compressing the household’s state space toward zero.

scae 2 - The Neighborhood

The first social Markov blanket nested above the household: the immediate environment through which
households exchange information, coordinate active inference, and access shared resources. Schools, mutual aid
networks, and local institutions are the organs of neighborhood sovereignty. Gentrification is not merely rising
rents; it is the destruction of a neighborhood’s self-organizing coherence, ontologically severing existing
residents from the social Markov blanket within which their household sovereignty was embedded (Sampson,
2012).

scae 3 - The Township

The scale at which land use, zoning, and infrastructure are organized. Contemporary single-family zoning law
has lost requisite variety in the direction of exclusion (minimum lot sizes, setback requirements, parking
minimums) while accumulating excessive permissiveness toward speculative investment vehicles. The result is a
regulatory system misaligned with Markov blanket maintenance — generating chronic free energy mismatch at

enormous regulatory cost.

scae 4 - The City

The city provides complex functional integration: employment, transit, public health infrastructure, educational
institutions, and cultural commons. City-scale sovereignty — the capacity to maintain these conditions against
speculation, segregation, and fiscal extraction — has been systematically undermined by financial logics that
treat housing as an investment vehicle rather than a niche-maintenance function. This is, formally, a failure of
Ashby’s Law (1956): regulatory variety has been captured by actors whose active inference is calibrated to asset

appreciation rather than aliveness expansion.
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scate 5 - The Bioregion

The ecological envelope within which all human settlement occurs: watershed, climate zone, agricultural
system, coastlines, and river systems. Bioregional sovereignty in housing means recognizing that settlement
patterns are ecological decisions affecting the bioregion’s own Markov blanket. A policy that solves affordability
by expanding sprawl into ecological buffer zones displaces the crisis to the ecological scale, where it returns as
flood risk, water scarcity, wildfire exposure, and agricultural system stress (Millennium Ecosystem Assessment,
2005).

r1x. The Affordability Crisis as Nested Sovereignty
Failure

Through the lens of nested aliveness, the housing affordability crisis is visible as what it actually is: a systemic
failure of nested sovereignty across all five scales simultaneously, driven by the dominance of a single active
inference process — financial capital appreciation — that has captured the regulatory architecture at every level

and aligned it against the goal of household aliveness.

The mechanism is precise. Financial capital, operating according to return maximization, treats housing as an
asset whose value is maximized by restricting supply (through zoning capture), concentrating ownership
(through market consolidation), and extracting rent from households whose only alternative is the street. This
logic is not malicious — it is the active inference of an agent (the financial system) whose predictive model has

no term for household sovereignty, neighborhood coherence, or bioregional integrity.

It minimizes financial free energy while maximizing social and ecological
free energy across every other scale.

The result is a system in profound violation of Ashby’s Law: the regulatory architecture has been reduced to a
narrow repertoire of responses (build luxury, restrict affordable, extract rent, foreclose) that cannot absorb the
variety of disturbances it faces (rising inequality, demographic change, ecological constraint, community
disruption). Conventional policy responses — rent control, voucher programs, inclusionary zoning, public
housing — address symptoms at one scale without correcting the fundamental misalignment of active inference
at the system level. They generate marginal improvements but cannot achieve dynamic homeostasis because the

dominant attractor remains capital appreciation.

fpl.ai



What is needed is a redesign of the incentive architecture that aligns every actor at every scale with the goal of
maintaining and expanding aliveness — nested household, neighborhood, township, city, and bioregional
sovereignty — as the primary metric of value. This is not marginal reform but the institutional equivalent of the
eukaryotic revolution: the creation of a regulatory ecology in which aliveness, not capital appreciation, is the

attractor toward which system dynamics are organized.

rv. Institutional Organs: The Biology of Housing
Governance

If the crisis is a failure of nested regulatory architecture, the solution requires new institutional organs —
specialized governance structures at each scale, analogous to the specialized organs of a multicellular body, each
performing a specific homeostatic function. The biological analogy is constitutive: just as organs are
interdependent (the liver cannot function without the kidney; the kidney without the heart), the institutional

organs of the housing ecosystem must be designed as a coupled, mutually reinforcing system.

The Community Land Trust — Institutional Kidney

The kidney’s function is filtration: removing metabolic byproducts that would otherwise accumulate to toxic
levels. The Community Land Trust (CLT) performs an analogous function: removing a portion of the housing
stock from speculative dynamics and permanently dedicating it to household sovereignty maintenance. Land is
held in perpetual trust; residents own dwellings but not the land, with resale prices governed by formulas that
preserve affordability across generations (Davis, 2010). CLTs are not an alternative to the market but a necessary

regulatory structure preventing the market from consuming the conditions of its own sustainability.

The Bioelectric Housing Fund — Institutional Heart

The heart’s function is circulation: ensuring metabolic resources reach every organ regardless of distance from
the source. The institutional analogue is a redistributive fund operating at city or state scale, drawing resources
from points of greatest surplus (dense urban cores generating agglomeration efficiencies) and redistributing to
points of greatest need (households with highest degrees-of-freedom deficits). The metric is not poverty
conventionally defined but degrees-of-freedom deficit: the gap between the variety a household needs to

maintain sovereign aliveness and the variety it actually commands.

The Neighborhood Morphogenetic Council — Bioelectric Field

Drawing on Levin’s work on bioelectric morphogenetic fields (Levin, 2021, 2023) — the bioelectric patterns
coordinating cellular behavior to produce and maintain body plans — a neighborhood’s self-organizing

coherence constitutes its morphogenetic field. The Neighborhood Morphogenetic Council maintains this



organizational field through demographic change, not through restriction but through active field maintenance:
facilitating the sharing of existing social knowledge with new participants, ensuring that the neighborhood’s self-

organizing coherence is not disrupted faster than its adaptive capacity.

The Bioregional Carrying Capacity Authority — Institutional
Immune System

The immune system maintains the organism’s Markov blanket against invasion by misaligned agents. At the
bioregional scale, the analogous function is maintaining ecological carrying capacity: ensuring that settlement
density, energy intensity, and resource consumption remain within the bioregion’s sovereign maintenance
capacity. The closest current approximation — environmental impact assessment — is procedural rather than
genuinely homeostatic. A genuine Bioregional Carrying Capacity Authority would have power to shape

settlement patterns toward configurations that increase the bioregion’s own degrees of freedom.

v. The Aliveness Currency and Commons Pool
Architecture

The institutional organs described above require a financial architecture aligning the incentives of every actor at
every scale with aliveness expansion rather than capital appreciation. This requires a new kind of currency —
not backed by gold, fiat, or algorithmic scarcity, but by measured increases in aliveness across the nested net-

work.

The Aliveness Value Unit (AVU), or Vita token in its distributed form, is a claim on the thermodynamic surplus
generated by the Principle of Least Action operating across a network of aligned, nested living systems. This
surplus takes two measurable forms: epistemic gain (increases in the network’s capacity for accurate, efficient

modeling) and metabolic efficiency (decreases in the energy cost of maintaining organizational complexity).

AVUs are awarded not for conventional labor but for demonstrably contributing to increases in network
aliveness. A CLT permanently removing housing from speculative dynamics receives AVUs proportional to
measured household aliveness improvement. A neighborhood council maintaining social cohesion through
demographic change receives AVUs. A city rezoning to permit transit-oriented density receives AVUs. Crucially,
AVUs are also awarded directly to households — for maintaining long-term tenure in CLT properties,
undertaking energy efficiency improvements, or participating in neighborhood governance. This inverts the
conventional subsidy model: rather than reactively supporting households in deficit, the aliveness currency

proactively rewards households who contribute to aliveness.



AVU flows are organized through four nested commons pools: the Household Resilience Pool (household/
neighborhood scale — emergency stabilization, energy efficiency investment, mutual aid coordination); the
Community Sovereignty Fund (township scale — CLT land acquisition, neighborhood institution support,
local public goods); the City Commons Investment Pool (city scale — large-scale affordable housing, transit-
oriented development, healthcare institution development); and the Bioregional Sovereignty Reserve (biore-
gional scale — land conservation, watershed management, cross-city redistribution, intergenerational
investment). The relationship among pools is metabolic, not hierarchical: each maintains regulatory autonomy

while contributing to and drawing from larger pools according to dynamic homeostasis.

vi. The Vita Stablecoin: Ashby’s Law as Monetary
Constitution

The most ambitious element of this architecture is the Vita Stable (VS) — a commons stablecoin whose value is
stabilized not by peg to a national currency or commodity but by the measured regulatory capacity of the nested

aliveness system it represents.

Existing stablecoin approaches are all inadequate: fiat-pegged coins (USDC, USDT) import the instabilities of
the sovereign states they reference; crypto-collateralized coins (DAI) inherit the volatility of their backing
assets; algorithmic supply management has catastrophically failed (Terra/LUNA, 2022). None grounds currency
value in anything with intrinsic connection to human wellbeing or social sustainability (Lyons & Viswanath-
Natraj, 2023).

The VS is backed by a composite Aliveness Index (AI) — a multi-dimensional measurement framework track-
ing the network’s actual regulatory capacity across all scales. Index components include: (1) housing stability
rate (percentage of households with secure tenure); (2) household free energy burden (percentage of income
consumed by housing, energy, and commute costs); (3) neighborhood morphogenetic coherence (social capital
indices, institutional vitality, mutual aid network density); (4) city-scale degrees-of-freedom distribution (Gini
coefficient of aliveness, not merely income); and (5) bioregional ecological integrity (watershed health,

biodiversity indices, carbon sequestration capacity).

When the Aliveness Index rises, VS supply expands proportionally, reflecting genuine increased capacity of the
system it represents. When the index falls, VS supply contracts and redistribution from higher-scale commons

pools is triggered to restore variety at the threatened level.

The monetary policy mechanism is not a central bank setting interest rates but a distributed Requisite Variety
Regulator: an algorithmic governance system continuously measuring variety deficits and surpluses across the
network and adjusting VS flows accordingly. A variety deficit at the household scale triggers automatic VS

issuance into the Household Resilience Pool. A variety surplus at the city scale triggers redistribution upward
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into the Bioregional Sovereignty Reserve and downward to households. A variety crisis at the bioregional scale
triggers VS contraction and mandatory redistribution from all scales — implementing the constitutional priority

that no lower-scale activity can be financed at the cost of ecological sovereignty.

This is Ashby’s Law implemented as monetary policy. Conventional currencies are ultimately backed by the
productive capacity and institutional coherence of issuing states: when states lose requisite variety as governance
systems, currencies inflate or collapse. The VS is backed by something prior to and more robust than state
capacity — the actual, measured homeostatic capacity of nested living systems. It cannot be debased without the
debasement being immediately visible in the Aliveness Index. It cannot be captured by any single actor without
the capture appearing in variety distribution metrics. And it cannot be inflated at one scale’s benefit without

triggering automatic correction — the self-stabilizing property no other monetary backing possesses.

viz. Implementation: From Theory to Institutional
Practice

The architecture is not a utopian proposal requiring wholesale replacement of existing institutions. It is a design
for a parallel institutional ecology grown within and alongside existing structures, gradually shifting the

dominant active inference of housing and healthcare systems toward aliveness rather than capital appreciation.

puase 1 - Pilot Networks

The aliveness currency and commons pool architecture can be piloted at neighborhood scale, beginning with
existing CLT networks, community development financial institutions (CDFIs), and neighborhood health centers
operating on aligned principles. The AVU begins as a reputation and governance token — measuring
contribution to network aliveness and determining participation rights — before acquiring financial functions.

This avoids regulatory complexity while building measurement infrastructure and governance culture.

pHase 2 - City-Scale Integration

As pilot networks demonstrate measurable aliveness gains — quantifiable improvements in housing stability,
health outcomes, neighborhood cohesion, and ecological integrity — the VS is introduced as a financial
instrument, initially backed by conventional assets proportional to demonstrated aliveness value. City
governments recognizing the framework integrate Aliveness Index metrics into planning, zoning, and public
investment decisions, creating regulatory incentives (fast-track permitting, density bonuses, tax benefits) for

developments demonstrably contributing to aliveness.
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piase 3 - Bioregional Commons

As city-scale networks mature and generate measurable thermodynamic surplus, the Bioregional Sovereignty
Reserve is capitalized from this surplus and the VS transitions to full aliveness backing. Interstate and inter-
regional commons pools begin forming around shared ecological systems — watersheds, regional food systems,
climate adaptation infrastructure — creating the first genuinely bioregional instances of nested sovereignty gov-

ernance.

pHase 4 - Constitutional Recognition

The framework’s ultimate institutional expression is constitutional: formal recognition, at the state and federal
level, that housing and healthcare are not market goods or welfare entitlements but constitutive conditions for
the nested sovereignty of all persons. The right to maintain one’s Markov blanket is a fundamental right from
which all other rights derive their possibility. This restructures the entire regulatory environment: replacing the
current default (market provision, with subsidy for those who fall through the market) with a default of aliveness
maintenance (homeostatic governance at every scale, with market activity permitted within the bounds of nested

sovereignty preservation).

virzz. Conclusion: A Currency That Works the Way
Life Works

This paper has argued that the housing affordability crisis is not a market failure amenable to marginal policy
correction but a deep architectural failure of nested regulatory governance — a system in which the active
inference of financial capital has captured regulatory variety at every scale and aligned it against the

maintenance of household sovereignty.

The proposed solution follows the logic of living systems. Just as biological organisms maintain their coherence
through nested Markov blankets, coupled organ systems, and metabolic redistribution governed by the Principle
of Least Action, the institutional architecture proposed here — CLTs as kidneys, bioelectric housing funds as
hearts, morphogenetic neighborhood councils, bioregional immune authorities — is designed to maintain the

coherence of nested social living systems against the entropic pressure of unregulated financial extraction.

The Vita stablecoin — backed by the Aliveness Index, governed by the Requisite Variety Regulator — represents
the most radical element of this proposal: a currency anchored not to geology, state legitimacy, or algorithmic
scarcity, but to the actual, measurable capacity of nested living systems to maintain their organization against
entropy. Aliveness backing is genuinely self-correcting: the currency automatically loses value when the
network’s aliveness is degraded (providing immediate incentive to restore aliveness conditions) and

automatically gains value as the network improves (rewarding actors who contributed to that improvement).
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This is, at last, a currency that works the way life works: not by imposing
external constraints on living systems, but by creating an information en-
vironment in which every actor’s rational self-interest is aligned with the
aliveness of the whole.
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