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ABSTRACT 

For more than twenty years, Bernard Lietaer, one of the pioneers of, and most emblematic leading thinkers 

on complementary currencies, analyzed and theorized monetary systems. Building on his historical 

expertise and contemporary experiences, he advocated monetary plurality and the need to establish 

different currencies at various scales for economic, social, and environmental purposes. In this 

conversation, Bernard provides his insights on changes in the management of complementary currencies 

that he personally witnessed and accompanied, and expertly comments the growth of cryptocurrencies and 

blockchain technology, and the challenges they pose. 
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1. INTRODUCTION 

The surge in the growth of cryptocurrencies and digital money has recently caught the attention of 

management scholars and practitioners (Dodgson et al., 2015; Posnett, 2015; Seidel, 2018; Wang & Vergne, 

2017). Yet, cryptocurrencies are only one of the latest forms of complementary currencies (CCs). Before 

cryptocurrencies emerged, complementary currencies were mainly issued by citizens, nonprofits, 

businesses, and even local public administrations, and circulated within a defined geographical region or 

community (Cohen, 2017). Also known as local, social, regional and alternative currencies (Blanc, 2011; 

Larue, 2020), these currency systems have often been developed to respond to societal needs and 

aspirations that official currencies did not address (North, 2007; Meyer & Hudon, 2019). Specifically, they 

can be used in business-to-business networks in order to facilitate the exchange of goods and services 

between small and medium-sized enterprises (Stodder, 2009), or can be set up to promote sustainable 

development and build community social capital (Gomez & Helmsing, 2008; Seyfang & Longhurst, 2013; 

Meyer & Hudon, 2017). These monetary experiments raise questions for management theory and practice 

in terms of the organization and monitoring of monetary diversity, and the potentially disruptive effect of 

cryptocurrencies. 

Bernard Lietaer enjoyed a long career as a leading thinker and advocate of complementary currencies. He 

studied and worked in the financial sector for more than thirty years in a broad range of capacities, including 

as a central banker, a fund manager, and a consultant to national governments, multinational corporations, 

and community organizations. Combining practical knowledge with academic experience as a long-time 

research associate at the University of Berkeley, from 1999 he published many articles and books on 

complementary currencies (e.g. Lietaer, 1999; Lietaer et al., 2012; Lietaer & Dunne, 2013). Thus, he closely 

followed the evolution of multiple currencies; while these monetary schemes usually restricted themselves 

to the local scale, he observed the rise of cryptocurrencies and their global impact. Many scholars valued 

Bernard’s pedagogic skills and his great conviction as a specialist of complementary currencies. His work 

has inspired many practitioners either to start or develop a complementary currency.  

We interviewed Bernard at his home in July and December 2018; sadly, he passed away in February 2019. 

This article is dedicated to Bernard’s contributions to theory and practice, i.e. his efforts to understand and 

explain monetary diversity. It has a special focus on management issues in the field of complementary 

currencies, namely governance, scaling, and distributed trust in these systems. This interview captures the 

genesis of his intellectual journey, defines some of the main challenges faced by complementary currency 

management, and proposes avenues for future monetary developments. The objective of this interview is 

to expose management scholars and practitioners to the broad diversity of complementary currencies and 

demonstrate their potential and limits for economic, social, and environmental purposes. It contributes to 

an open discussion about alternative approaches to monetary development and innovative business models 

(Markman et al., 2016) that aim to create social value (Lazzarini, 2020; Markman et al., 2016). 

To this end, we structured the conversation into two sections. First, we gathered Bernard’s 

considerations—as a leading thinker and advocate—on the evolution of complementary currencies and 

highlighted that management issues regarding these systems have long been neglected. His lessons can 

certainly be helpful for all scholars who wish to have a first opinion on the topic and, also, to evaluate two 

important theoretical contributions related to the notion of resilience and trust in monetary systems. 

Second, we wanted to have his opinion—as the recently appointed director of the Bancor Foundation—

about the promises and pitfalls of cryptocurrencies and the blockchain technology. Here, the interview 
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builds on the recent debate around cryptocurrencies (Seibel, 2017) striving to position these types of 

money as a new form of complementary currency based on decentralized governance.  

2. THE INTERVIEW 

Picture 1. Bernard Lietaer  

 
Photo: Suddhasattwa Barik 

Interviewer: 

You have worked on complementary currencies since the 1990s and acted as a key leading thinker in this 

domain. To start this interview, what brought you to this topic? 

Bernard: 

I have been interested in the monetary aspect forever. When I received a job offer at the Central Bank of 

Belgium in 1978, I thought that it was kind of a figure of destiny. So I decided to accept that position and I 

spent five years at the Central Bank, working on what eventually became the euro. Actually, I was part of 

the process of the creation of the euro, and I found out that there was no way from doing anything different 

from the existing monetary system. Then, I had a conversation with the President of the Bank for 

International Settlements in Basel. He had read my book about Latin America and told me: “Bernard, what 

are you doing at the Central Bank?” and I told him: “Well, it is a place where you can introduce change”. He 

replied: “No, you don’t understand. We, the Bank for International Settlements and every central bank in 

the world, exist only for one purpose: to keep the system going exactly as it is. However, you are right. The 

system is systemically unstable and the initiatives to solve that will be taken by the private sector”. So, this 

was when I resigned from the Central Bank and decided to look at what was happening in the world. I found 

out about complementary currencies and about local currencies at the time and decided that I would write 

a couple of books about that, which I have done. 
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Interviewer:  

Hence, you decided to leave the Central Bank. Was it during this period that you started working specifically 

on complementary currencies? 

Bernard: 

Prior to working at the Central Bank, I worked in the management of currency funds offshore. This was 

when the financial system showed that the instabilities were due to one individual, Soros at the time: that 

one individual could tip one entire system. I started managing offshore funds. These funds were very 

successful and that actually stopped with the Soros speculation on the pound, when he made a billion 

dollars. He showed in 1992 that one individual could provoke systemic instabilities. So that’s when I stopped 

managing currency funds. After that, the only mentor I ever had, who was Willis Harman in California, 

basically said: “Bernard you have been trained for twenty-five years to understand money like nobody ever 

has. You should write down what you learned”. I decided to do that and the first book, Future of Money, came 

about. 

Interviewer: 

One of your central ideas at this point was to move to a basket of different currencies, rather than a single 

currency, is that how it started? 

Bernard: 

We need to have a diversification of currencies, which is of course something that is/was completely 

unorthodox. I found additional justification for the diversification of currencies much later again, back at 

the beginning of this century, in 2012. I did some work with Bob Ulanowicz, who was the founder of 

quantitative ecology at the University of Maryland. In our collaboration [see Goerner et al., 2009; Lietaer et 

al., 2010; Ulanowicz et al., 2009], we actually suggested that anything that is a complex flow network can 

only be stable if you do have a minimum level of diversity of both the agent and the products involved. So, 

an economy is an entity where money circulates, just like an ecosystem is an entity where biomass 

circulates. The same rules apply to both, because those rules are totally universal for anything that is a 

complex flow network. I actually joined Goerner and Ulanowicz’s team because of the lessons from my book, 

the Future of Money: we need to rethink the financial system as an ecosystem. Ecosystems have 

characteristics: that diversity is by definition part of the process. Diversity is an automatic result of a lively 

ecosystem and the rules of a lively ecosystem apply in exactly the same way because it is a complex flow 

network. That applies to any complex flow network, including the monetary system. 

Interviewer: 

We are hearing more about complementary currencies, including in management sciences. How do you see 

the evolution of the phenomenon and the increase in interest on the part of the general public? 

Bernard: 

I think it is too slow. That is my opinion. Yes, there is a growing interest and yes, it is too slow. I don’t believe 

we are going to have a system in place, capable of resisting another shock to the banking system and to the 



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 25 (ISSUE 2, 2021) 1-14 HUDON ET AL. 

 

5 

monetary system. After the shock of 2007-2008, after that crisis, which was the worst in human history in 

terms of scale, nothing was changed.  

Interviewer: 

In a report for the Club of Rome in 2012 [Lietaer et al., 2012], you already argued that the current monetary 

system and systematic flaws will continue to engender banking crises. How do you view this statement 

today, and how could the creation of a monetary ecosystem with complementary currencies increase the 

resilience of the financial system? 

Bernard: 

I think we are going to have a repeat at some point. The current episode is about Italy; if Italy is about to get 

in trouble, the Eurozone then gets in trouble, etc. So that is the latest episode, a new episode, and it doesn’t 

matter if that episode is solved because there will be another episode: it is systemic. Because an economy 

happens to be a complex flow network, and the work with Ulanowicz has shown at a totally general level 

that, independently of what flows are in it, there are needs to have a balance between efficiency and 

resilience—and that requires automatically a level of diversity. Having a monopoly is more efficient, and 

that is also one of the arguments that conventional economists provide against the idea of having diversity. 

It is correct, but it is also therefore automatically unstable. We know that from both experience and theory 

now [Lietaer et al., 2012]. This is the answer to your second question: why I think complementary 

currencies could increase resilience. The theory for me came after the facts, after having written about the 

need for these things, that’s  

when I met the theory of Ulanowicz, which actually proved it in biology. 

Interviewer: 

Today there are hundreds of complementary currencies. Yet, it is not always obvious to identify the main 

promises of complementary currency systems. What is your opinion on this? 

Bernard: 

Any medium of exchange that is accepted within a community (a community can be the users of that 

complementary currency) as a mean of exchange, is a complementary currency if it is not a national 

currency. That is the way it is defined. Now, I would say intuitively that we can see this monetary diversity 

automatically increases resilience. It is similar to having a spare wheel in your car: is that stupid to have 

space taken for that? Maybe, except when you need to have a spare wheel, then it becomes very important. 

That is the intuitive level, which is fairly simple. The fact that diversity increases resilience has been proven 

mathematically on the basis of entropy, which is the most universal law in the universe. So, you know, theory 

is more solid than just intuition. But, intuition by itself gave me enough data at the time to actually feel that 

we needed complementary currencies. 

Interviewer: 

So, the main promise of complementary currencies would be resilience, is this what you mean? 
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Bernard: 

No, it is not what I mean. In fact, the promise depends on the system. And each complementary currency 

has an objective, or is supposed to have an objective. An objective can be completely unrelated to resilience, 

i.e. it can be helping poverty in India, it can be providing services for elderly people, and nothing beyond. 

You can actually motivate people to use these systems for elderly people, like Fureai Kippu in Japan, to 

provide these kinds of services without costing the government [Lietaer, 2004]. So each complementary 

currency has its own objective, and its own objective has the promise it will make and they will vary.  

There are very few things one could say about complementary currencies that apply to all of them. Very few 

things. Always, the first answer for me is typically: it depends on the system, on your objective, and so on. 

Particularly from a management perspective, the kind of people that you need around the table depends on 

the system you want to implement, e.g. who is involved, are there businesses involved, are there social 

dimensions involved, are specific age classes involved? These people are the key people with whom you 

have to design the system. One of the things I very often say to my students is: you don’t create a system for 

people… you create it with them! So it is an important aspect from a managerial perspective. It looks obvious 

but it is particularly relevant for complementary currencies: you need to have the right people at the table.  

Actually, the main success criterion that we found was suggested by the founder of the Time Banks, and I 

would agree with him: the only leading indicator of success of a complementary currency system is the 

leadership and the quality of the leadership. That is the most important thing. But that is probably true for 

most project of a social nature: it depends on who will do it, not the model. All the rest is less important than 

who is around the table, and who is involved in designing the system, to make sure that the people you are 

trying to design it for are involved. 

Interviewer: 

My next question is quite related to what you just said: Managing and maintaining complementary 

currencies is a key challenge for practitioners, especially since some complementary currencies stopped 

only a few years after their implementation. What are the main challenges they face? 

Bernard: 

I would say, probably the most frequent reason for the system to stop is when the initiators run out of steam. 

It is a very time-consuming process and it is not rewarding economically. You need a kind of a “saint” in 

order to start such a system because there is no money to be made out of it, with the exception of some 

virtual currencies. So, the most important reason why CC systems die is because they run out of steam with 

the original team. I’m hoping, and I’m actually thinking, that the new technologies that are coming up—with 

blockchain in particular—will provide a very different environment and different means of executing the 

projects, as well as other possibilities.  

Interviewer: 

Complementary currencies differ from traditional monetary systems, especially since many of them have a 

more inclusive governance. What are the governance mechanisms of complementary currencies? 
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Bernard: 

I will refer to Elinor Ostrom’s work [e.g. Ostrom, 1990] to answer your question, because actually what we 

are talking about is creating commons. The complementary currency is a commons for the users and so, 

managing that commons has some rules. One of the best classical studies is Ostrom’s work, for which she 

got the Nobel Memorial Prize in Economic Sciences in 2009: there are eight criteria that can actually be 

introduced as a list. They all apply. Nevertheless, I think the game may be becoming different with the new 

technologies, as I just said. I can’t really answer what will happen but there are signs that we are seeing new 

ways and governance mechanisms. But they are not totally implemented yet, so we need another five years 

to see how that works. 

Interviewer: 

Trust is key for monetary systems to function as a social and economic institution. A few authors (Dai et al., 

2016; Weber et al., 2017) suggest that trust is essential, particularly in decentralized and participatory 

networks such as complementary currencies. How is trust established and managed in complementary 

currencies? Is there variation in trust depending on the complementary currency system? 

Bernard: 

Yes, it depends on the scale of the project. When you have a monetary system, whatever the type, if people 

stop trusting it, you stop having a monetary system. Period. There is a totality there for me. Trust and money 

are the same thing. Whatever you chose as money, it will stop being money when people lose trust. And that 

can be national currencies, it can be the dollar or whatever you want to do. 

Interviewer: 

You mean there must be trust before you start the monetary system? 

Bernard: 

The people who accept the currency by definition have to trust that it is worth something. Otherwise, why 

would they accept it? So, in that sense yes, trust is a prerequisite, because if I don’t accept the currency, well, 

that’s it: it’s not a currency. 

Interviewer: 

And how do you manage this trust? Because obviously, there is a risk that users may lose the trust they have 

in the system at some point. 

Bernard: 

One of the features, fairly classical when you are dealing with a paper currency: you have to take 

precautions, so that photocopy machines cannot reproduce it at will, like we had the case in Argentina at 

some point [with the Trueque complementary currencies]. In other words, this is a technical detail that is 

relevant. There are other aspects, too: the rules of the system, how is the money created, is it a mutual credit 

system, is it backed by something, how is the backing secured, and how is the backing materialized. In other 

words: how can you make it really backed by things and not just believing that it will happen. It also depends 
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on: who are the people who are initiating the currency. If you happen to have an airline issuing a currency 

(e.g. air miles), people expect the airline to be there. In other words, if I were to issue a currency, it would 

not be relevant for the simple reason that I cannot deliver the good. I don’t have the credibility that I can 

bring people to a place with an airplane. And that’s true for everything. 

Interviewer: 

Is there anything that can be done to establish trust in these networks? 

Bernard: 

Yes, there are things that can be done: guarantees on the support, communication about the system, 

transparency towards the users. All these things are highly recommended and are not always present.  

Interviewer: 

In a recent paper, Seibel (2017) stresses that cryptocurrencies affect the legitimacy and power benefit of 

centralization. Do you think it is the case for all complementary currencies, and thus also those that are not 

virtual or crypto?  

Bernard: 

Not for all, again it depends on the system. But I think it gives a whole new way of providing trust and also 

communicating results. In other words, we are dealing with a whole new way: It is the first time that we can 

actually have user-issued currency and that it is credible. 

Interviewer: 

Compared to other types of complementary currencies? 

Bernard:  

Yes, but that is one new variety of systems. You know, complementary currencies are usually not user-

issued, unless you are looking at mutual credits, in which of course by definition the user is involved on both 

sides. That’s also one of the reasons why mutual credit is so widely accepted: it’s because it is so easy to do. 

But blockchain is a whole new set of tools, challenges and, probably, risks. I’m still trying to find the limits 

of what is doable with blockchain and I haven’t found them yet. 

Interviewer: 

We are now going to talk specifically about cryptocurrencies, since you recently endorsed the position of 

president of the Foundation linked to the Bancor cryptocurrency. What are the main specificities of 

cryptocurrencies compared with other complementary currencies? 

Bernard: 

The first specificity is that a cryptocurrency has to be on the Internet and only on the Internet. They only 

exist in that space and you need to go to that space in order to be able to use them. But, as I said, one of the 

problems is that I don’t see the limits. I have been looking at what the limits of blockchain are. I feel more 
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comfortable when I know the limits of an instrument because it enables you to take into account the new 

risks. When you go beyond the limits and provoke a collapse, that’s what you risk when you don’t know 

what the limits are. And I haven’t found the limits of the blockchain technology yet. I think it will depend on 

the new regulations, which will undoubtedly come in some way. Although I’m not sure at all that they will 

be successful in terms of suppressing this technology. I think that blockchain is definitely going to be part 

of the future but it can be part of the future in so many different ways: all the way from conventional bank—

using them to reduce their back-office costs—to governments for purposes other than money creation, like 

controlling diplomas. There are all kinds of fields where the same technology can be used, and successfully 

used, but we are really at the beginning of this. It is fascinating. I am really focusing on finding out what this 

will bring for us in the future but, honestly, I don’t know and I don’t believe anybody knows. 

Interviewer: 

Some analysts suggest that cryptocurrencies could be a bubble, what do you think? 

Bernard: 

It depends on what you call a bubble. Clearly, part of what happens with Bitcoin is a classic speculation 

process. Bitcoin for me is not a currency, it is actually a speculation tool and the currency is the mean of 

exchange. So, the purpose is different. Let me put it this way: We probably have now close to one thousand, 

perhaps more, new things that are already in the public domain of new blockchains. I would say that 

probably 50% of those will disappear in the next five years and become irrelevant. But there will be 10% 

that will change the world, and could change the world very dramatically. I am seeing the possibility of 

having an impact of the same scale as the Internet itself. In the value domain, as opposed to the information 

domain, but that is so huge. Could anybody imagine in 1985–1990 that we would have Uber and Wikipedia, 

and that it would have an impact on whatever else you could think of. I haven’t seen anybody in the 1990s 

predicting what we are living today, and I would say that probably 10% of these things that will create 

breakthroughs will have completely different ways of solving problems, and solving and having the 

economy operate, but which 10% will it be? I am not ready to make a forecast and, actually, I have seen a 

lot of these forecasts—part of the “who will change the world with these” and I see that every week, I don’t 

believe it yet. I need to know more. 

Interviewer: 

Do you think these cryptocurrencies will be assimilated by the established actors or, even, replace them 

sometimes? 

Bernard: 

I already mentioned the case of the banks. Santander has made a study showing that just for the banking 

system in Europe, blockchain would reduce staff requirements by close to 50%, that’s a saving of five billion 

dollars a year. Then you have your case. Will banks forego the idea of reducing their staff requirement for 

the back-office with the same level of security? I don’t think so. They are not in the process of doing that; 

they are actually in the process of hiring people right now. As another extreme example, Dubai has 

announced that all the paper work, from driving licenses to birth certificates, will be delivered by 

blockchain. So the entire country will be managed on blockchain basically. Any documentation that is 

needed. Facebook is talking about creating a blockchain currency [the Libra cryptocurrency has been 
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officially launched in June 2019], will it be a success or not? I don’t know, but definitely something is 

brewing. That’s why I’m claiming that there is no way that we will not have blockchain in the future. 

Interviewer: 

Do you think that decentralized governance of several cryptocurrencies can maintain itself or will it need 

to be centralized at some point? 

Bernard: 

By definition the design of a blockchain is not centralized. So that structure can’t be used by centralized 

organizations. I just gave you the example of banks and governments. Banks will not be centralized for doing 

that, they will just decentralize some of the functions, like the clearing processes that are currently involved 

in central banks, and therefore can apply these techniques effectively. 

Interviewer: 

Some companies or startups have financed the implementation of their operations, or a large part of it, with 

cryptocurrencies through Initial Coins Offerings (ICOs). To what extent could ICOs be mainstreamed and 

what are the risks? 

Bernard: 

They are becoming mainstream. I don’t remember the numbers anymore, because they change every week, 

but I think one billion dollars have been raised already. It is definitely a much cheaper and effective way to 

raise money than to go to the stock market, which requires, you know, tens of millions of dollars of legal 

costs and, of course the risk will be that some of these things will not be honest; but that’s part of the process 

now. I’m expecting that some of them will fail because they are not honest. They should fail and they will. 

There is also talk of the central banks starting to issue central bank money using blockchain. 

Interviewer: 

According to you, what are the risks of ICOs? 

Bernard: 

The level of control against false advertising and promises made is just not there. I mean: A white paper can 

be five or ten pages and doesn’t have to say a hell of a lot. So some of them will fail because they are not 

honest. Will that mean it’s the end of it? No, I don’t think so. I think that we are going to have some rules, 

and they are already well in place at the SEC [U.S. Securities and Exchange Commission]; in America, they 

are already in the process of introducing some rules and regulations on ICOs. The Chinese have simply 

outlawed it. It’s not a good idea, it’s not enough; they won’t go away by making them illegal. They will just 

go underground. 

Interviewer: 

Because it’s true that cryptocurrencies are often considered as speculative products and as especially 

fostering unethical activities. 
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Bernard: 

That’s certainly the case for Bitcoin, which is a prototype of cryptocurrency. It is a pure speculation tool, 

and I already made a comment about that. I don’t consider it as a currency because it is limited to 

speculation. However, the blockchain technology is the first tool created over the last 300 years that enables 

to circumvent, bypass the banking system to control monetary issuance, including central banks. This is 

huge! It has never occurred before. Cryptocurrencies are currencies that can bypass the banking system. It 

is a tool for this purpose and we have not used it appropriately yet.  

Interviewer: 

Concluding remarks: If you had to make a choice, what would you consider the most important and original 

finding, or contribution, of your work to complementary currencies and complementary currency scholars 

and practitioners? 

Bernard: 

I have written many papers and fifteen books so far, most of them in English, and I believe it is probably the 

book Au Coeur de la Monnaie [Lietaer 2011], written in French, which is my most important contribution. 

Unfortunately, it is among the very few that is not in English. 

It deals with the collective emotions towards currencies across times. It deals with the history of different 

types of money and different ways of organizing society. And one of the things that I found out is that all 

patriarchal societies have imposed the kind of currency that we have now, i.e. a monopoly with interest. 

Interest was invented in Sumer at the beginning of patriarchy and the centralized control of the money 

system: a monopoly managed by the elite.  

Matrifocal societies, societies based on feminine values and women, have not done that. They have always 

created multiple forms of currencies, like I have been recommending: creating an ecosystem of money. The 

three best examples I have found enough data about is Central Europe-Middle East, dynastic Egypt for 

several thousand years, and the Tang dynasty, the only dynasty that had a feminine Emperor in China 

[Lietaer, 1999]. In these three cases, every time we had two different types of currencies: we had currency 

like the one we have now, to trade with people at a distance, and a second type of more localized, community 

currency system in parallel. I think that is going to be valid fifty years from now, everything else I have 

written will be out of date in maximum ten years.  

3. CONCLUDING THOUGHTS 

This interview with Bernard highlights some of the main challenges and promises of monetary diversity. 

While most of the literature on complementary currencies (CCs) addresses this phenomenon through 

economic or sociological lenses (e.g. Blanc, 2011; Gomez & Helmsing, 2008; Stodder, 2009), this interview 

highlights crucial issues regarding the management and governance of these systems. In particular, it points 

out that their management practices, leadership, values and goals vary and that this affects their 

sustainability. While experiments with complementary currencies continue to develop in many countries, 

this interview stresses how important the leadership of these systems is for their success (Bolden & Regan, 

2018; Kim et al., 2016). As emphasized by Bernard, systems that implement a robust and inclusive 

governance can even be considered as commons, and therefore contribute to the common good. The 
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participation of users in CC projects has potential both on the local and global scales, based on different 

levels of trust (Seidel, 2018).  

To conclude, this interview sheds lights on the complexity of establishing robust business models, forms of 

leadership, and resilient organizations to sustain external shocks and create social value (Lazzarini, 2020). 

However, one should be cautious before drawing firm conclusions because of the diversity of objectives that 

may be pursued by complementary currencies, as is the case with other socially-oriented organizations 

(Mersland et al., 2019). Hence, Bernard’s interview provides original ideas about the crucial role of values 

in the organizational set-up of complementary currencies, linking monetary systems to ethical traditions. 

As he claimed in this interview, his main contribution to the field was probably his humanistic or 

philosophical approach to monetary systems, opening up new avenues for research on the management 

and governance of complementary currencies. 
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I Buoni di Riace (Riace Vouchers) was a community currency, a series of thirty-six colorful paper banknotes 

that circulated between 2011 and 2018 within the city of Riace in the south of Italy. In this paper, I consider 

the visual strategy Domenico Lucano employed, as mayor of Riace, with I Buoni di Riace, an initiative 

developed in response to two significant social issues in the city: depopulation due to mafia activity and 

massive increases in migratory fluxes. Lucano’s tactic was to manipulate money to make it an instrument 

of social cohesion and inclusiveness within the small Calabrian city of Riace. 

 

KEYWORDS 

Resistance, Community Currencies, depopulation, mafia crime, migration, Riace, Italy

http://dx.doi.org/10.15133/j.ijccr.2021.0012


INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 25 (ISSUE 2, 2021) 15-27 PRIOLO 

16 

 

1. INTRODUCTION 

San Cuosimu e San Damianu porgitimi la manu ca sugnu foresteru e biegnu di luntanu! 

(Saints Cosmas and Damian, please lend me your helping hands, as I am a foreigner and come from faraway!) - 

lyric from popular Calabrian song 

 

This article considers the visual strategies employed by Domenico Lucano as mayor of Riace, a small town in 

southern Italy, with I Buoni di Riace, a community currency developed, together with other initiatives, in response 

to two significant social issues in the city: its depopulation due, together with other causes, to mafia activity and 

the massive increase in migratory fluxes. 

I Buoni di Riace (Riace Vouchers) is a complementary currency, a series of thirty-six paper banknotes (Fig. 1) 

circulated between 2011 and 2018 in the Calabrian city of Riace. Complementary currencies are used to pay for 

products or services within specific groups designated by geographical boundaries or common specific interests 

(E. H. Diniz, E. Siqueira, E. van Heck, 2018). These currencies are being adopted as a creative solution, especially 

after the 2008 global economic crisis, mainly by marginalized communities in order to keep their local economies 

moving. 

 
Figure 1. Samples of notes 

 

In Riace, a man shows some banknotes from the series I Buoni di Riace (€10 Ernesto Che Guevara; €20 Martin 

Luther King; €50 Mahatma Gandhi), 2014.Photo: John Laurenson 

 

Domenico Lucano, now Riace’s former mayor, was elected for three consecutive terms from 2004 to 2018. In 2010, 

he was ranked third in the competition organized by the City Mayors Foundation that classifies the best mayors in 

the world every two years. In the same year, he appeared at number 40 on a list of the most influential leaders in 
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Fortune magazine. Lucano has become famous for his approach in dealing with the continuous arrival of migrants 

and refugees on the coast of Riace, in the context of a European migration emergency, perhaps only perceived and 

conveyed as emergency by the media (R. Franco Greco, 2018). 

On the Fortune website it reads: “For decades emigration drained life from Riace, a village of 2,000 on the Calabrian 

coast. When a boatload of Kurdish refugees reached its shores in 1998, Lucano, then a schoolteacher, saw an 

opportunity. He offered them Riace’s abandoned apartments along with job training. Eighteen years on, Mayor 

Lucano is hailed for saving the town, whose population now includes migrants from 20-some nations, and 

rejuvenating its economy (Riace has hosted more than 6,000 asylum seekers in all). Though his pro-refugee stance 

has pitted him against the mafia and the state, Lucano’s model is being studied and adopted as Europe’s refugee 

crisis crests.” 

In fact, in the years when the project of Riace vouchers was introduced, Riace was the destination of continual 

migrant landings. When he was first elected, Lucano had the vision of a new Riace that he defined as a “global 

village”, inhabited by the remaining Calabrian elderly and young migrants from Kurdistan, Nigeria, Iran and other 

countries. 

In adopting the complementary currency, the mayor intended to use money as an instrument of social cohesion 

and inclusiveness to achieve what he has repeatedly called a “utopia of normality”. Indeed, it was the famous 

German director Wim Wenders, author of the short film about the Calabrian country, Il volo (The flight), presented 

at the 2009 Berlin International Film Festival, who first used the term “utopia” in reference to the integration 

system conceived by the Mayor Lucano. A few years later, the mayor used this term to define his new Riace: 

 “Ours is the utopia of normality. Because […] the migrant who arrives in Riace has the same rights as the mayor. 

It is a microcosm that declines a supportive Calabria, where the seeds of humanity have taken root. And this is 

above all a cultural process that I like to share with everyone”. 

 

2. FUNCTIONING OF RIACE COMPLEMENTARY CURRENCY 

Lucano introduced I Buoni di Riace in 2011 to provide liquidity to migrants. In Italy there is a migrant reception 

system called SPRAR, for which each migrant is entitled to a contribution of 35 euros per day paid by the Italian 

State. The problem concerns the timing with which the state actually gets the money to the migrants. Sometimes 

bureaucratic procedures take up to six months to unlock the amount in favor of migrants. The latter therefore have 

to face periods of stay in an unknown country where, most of the time, they have neither a job nor a place to live, 

in addition to not knowing the language. To overcome this problem, Lucano organized a local reception system 

which provided for the distribution to migrants of Riace vouchers (fig. 1), real banknotes complementary to the 

Euro and corresponding to the amount due to migrants by law, but spendable only within the municipality of Riace. 

Once the notes were accepted, the local traders handed them over to the non-profit associations that were 

responsible for managing the Riace hospitality project and which, once the funds reached the Municipality of Riace 

from the central Italian state, returned the corresponding amount in euros. Tourists could also use the banknotes 

and get a 20% discount on the Euro price in local shops or keep the note as a souvenir. 

In fact, I Buoni di Riace was part of a series of actions aimed at repopulating the abandoned Calabrian village: a 

public well, an educational farm, a clinic, a multi-ethnic nursery, an oil mill, several restaurants and local craft 

shops, a hotel and separate waste collection. Everything was managed by both citizens and migrants. In the context 

of these activities, Lucano also targeted organized crime (known as the Mafia) in southern Italy in an attempt to 

repopulate the city. 

Riace had in fact become a ghost town due, not only to hydrogeological problems, but also to the oppression of the 

‘Ndrangheta, the Calabrian Mafia, and the subsequent lack of job opportunities for young people (G. Macchi Jánica 

& A. Palumbo, 2019). Like many other villages in Calabria, Riace is a place rich in cultural and artistic traditions 

linked to ancient Greek domination. Two of the oldest Greek sculptures of all time, the Riace Bronzes, were found 

right in the Ionian Sea, along the Riace coast. Yet the small town is also one of the most mafia-oppressed places in 

the entire country. A study, published in 2008, demonstrated the link between mafia oppression in the areas of 

southern Italy and the backwardness of the production sector of the same (M. Centorrino, F. Ofria, 2008). In fact, 

one of the prerogatives of Calabrian mafia is to obtain ever greater control over the territory, suffocating the local 
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economy. The same happened in Riace, which as anticipated, before the Lucanian revolution was in danger of 

disappearing due to the mass emigration of its inhabitants and the practically non-existent local economy. 

This article intends to analyze in particular the visual aspect of the Riace vouchers, on which there are no scientific 

studies, as it is considered by the writer to be one of the main tools used by the mayor in his model of inclusion to 

rise up against mafia violence and create an anti-racist transnational solidarity through hospitality. 

 

3. VISUAL ANALYSIS OF RIACE BANKNOTES 

Firstly, to design the banknote, the mayor was inspired by various artistic productions that were made in the city 

by citizens and migrants in Riace, following its repopulation. The artistic productions included murals, sculptures 

and urban installations, even street signs, characterized by a chromatic range that recalled the flags of the 

migrants’ countries of origin (mainly Kurdistan, Syria and Turkey), all located in public spaces of the city. 

Secondly, the thirty-six banknotes made public the violence and injustice of the mafia by representing the faces of 

the victims of the Calabrian and Sicilian mafia. Finally, the local currency has portrayed other national and 

international personalities as symbols of peace, culture, anti-racism and inclusion, such as Mahatma Gandhi, 

Nelson Mandela, Rosa Parks (fig.2), Rita Levi-Montalcini, Che Guevara and Pier Paolo Pasolini. 

 

Figure 2. I Buoni di Riace €50 bank-note (Rosa Parks), 2019 

 

Source: Photo by the author 

 

3.1. Similarity with the official Euro 

From a visual point of view, a crucial aspect of the banknotes was the similarity to the official European currency, 

the Euro. In fact, Riace Vouchers were also known as Riace Euros, as they repeatedly featured the Euro symbol “€” 

on the front and back of the banknote, next to the number corresponding to its value (fig. 3). In the design of the 

Euro banknotes, a vertical band is depicted on the right, below which the value of the banknote and the Euro 

symbol “€” appear (Fig. 4). On Riace banknotes, the word “€ URO”, in capital letters, is found above two vertical 

bands (fig. 3). This element is reminiscent of official banknotes, where the value is written in Latin: “EURO”, in 

Greek: “EYPΩ” and also in Cyrillic: “EBPO”. The official currency design also includes the European Union flag on 

the left, with the signature of the president of the European Central Bank below it, and its acronym in nine 

languages. 

 

Figure 3. The front side of I Buoni di Riace €1 banknote, 2019 
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Photo by the author 

The repetition of the Euro symbol “€” on Riace Vouchers, as well as the complete word “€URO”, demonstrate a 

visual connection between the city’s alternative monetary system and the official one of the Italian country. By 

making recognizable visual elements of official money on the complementary currency, both Riace citizens and 

migrants were more open to trusting the new local economic system. Therefore, the emphasis on visual similarity 

to the Euro can be understood as part of Lucano’s strategy to accustom people to the new currency, and gain 

confidence in the new system. This tactic also allowed the mayor to circulate evocative images of specific values, 

based on his understanding of the needs of the community, through the notes. 

 

Figure 4. The front side of the official €20 banknote, 2019. 

 
Photo by the author 

 

3.2. Reproduction of artworks situated in Riace produced by multi-ethnic citizens on banknotes 

Once the strategy to convince users of the local currency’s reliability was developed, the mayor’s second step was 

to exploit the banknote design for a broader visual narrative. As mentioned above, the European flag is present on 

the official banknote (fig. 4). On Riace vouchers, however, no official country flag is depicted, but instead there are 

triangular and colored paper cuttings that recall the shape of a flag. More precisely, these paper cuttings are 

scattered on the top of the front of each banknote and are chromatically very vivid, with details in red, yellow, 

orange, purple, blue and green (fig. 3). Not surprisingly, they have a strong pictorial profile. 

In 2008, the artist Coco Cano, an immigrant from Uruguay, was commissioned by Lucano to create an installation 

for the central square of Riace. Cano produced a site-specific installation called Mundos (Worlds), consisting of a 
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half-moon mosaic surrounded by other individual pieces. The pictorial elements were painted on the fragments 

and included fantastic creatures (fig. 5). The drawing of I Buoni di Riace, in particular the crescent shape 

surrounded by mosaic fragments, is evidently inspired by the work of Cano (fig. 3). The colored triangles on Cano’s 

artwork and Riace vouchers are reminiscent of the flags of the native countries of the migrants. The title of the 

work, Mundos, according to the painter, actually represents the union of different worlds that took place in Riace. 

The town’s welcome road sign also included flags and names of the countries where the immigrants came from 

(fig. 6). In nine different languages, the sign also featured the words “Welcome to Riace”. Behind the word “Riace” 

was a rainbow, a symbol that was repeated throughout the city, even on the stairs of the central amphitheater (fig. 

7). 

Summarizing, Lucano used as visual references to develop the design of the banknotes: the official euro, the artistic 

work of the migrant painter Cano and various artistic elements installed in the public spaces of Riace, obtaining a 

complementary banknote in which anyone who knew the inclusive reality of Riace could recognize himself.  

 

Figure 5. Coco Cano, Mundos, 2008. Mixed media installation 

 

Photo: Amedeo Petrocchi 
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Figure 6. Welcome signs in Riace, 2019 

 
Photo: Nicola Zolin 

 

Figure 7. The amphitheater of Riace during Riace in Festival, a cultural event in 2018 

 
Photo: Riace in Festival 

 

3.3. Emphasis of mafia violence on banknotes 

Since among the causes of the historical depopulation of Riace there was also mafia oppression, Lucano tried to 

avoid a new period of criminal oppression by showing mafia violence and injustices on his banknotes. Of the thirty-

six banknotes, twelve show faces of Mafia victims. The most portrayed figure is Giuseppe Impastato. He appears 

on several banknotes, in particular on the 100 Euro banknote of the series. 

Impastato was an Italian journalist, activist, and a member of the Proletarian Democratic Party. He is well known 

for his rebellion against the criminal activities of the Sicilian mafia Cosa Nostra. He was assassinated on May 9, 

1978 for his resistance. Impastato is iconic because, despite being born into a mafia family, he decided to rebel and 
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fight through the founding of a radio station called AUT Contro-Information Radio Diffusa (AUT Counter-

Information Diffused Radio). AUT’s most ironic and effective radio program was entitled Onda pazza a Mafiopoli 

(Crazy wave in Mafiopoly), in which Impastato made caricatures of real mafia bosses of Palermo and made fun of 

them publicly. 

In 2009 many Italian artists came to Riace to take part in Colors of Memory, an entire week dedicated to the 

production of murals and installations with the help of the city’s residents and migrants. The logo of Impastato 

radio station, as well as his portrait, were painted on wooden panels and installed as a mural (fig. 8). On the work, 

Impastato’s face is depicted as a black and yellow stencil on a background of colored lines. These lines, alternating 

between orange and blue, move from behind Impastato’s head to the left as rays. On the right, the same rays, 

imprinted on a black background, take on different colors (red, yellow, orange, purple, white and blue) and are 

curved. Their sinuosity recalls sound waves, and in fact the rays culminate in the AUT Contro-Information Radio 

Diffusa logo. The word “AUT” is red and is inscribed on a yellow square with a headphone image painted next to 

it. 

 

Figure 8. Mural dedicated to Giuseppe Impastato, Riace, 2011 

 

Photo: Natale Bianchi 

 

The image of the mural is partially transposed onto the €20 banknote of I Buoni di Riace (fig. 9). Reproduced here 

are the details of the mural with Impastato’s face and the background of lines and rays. As in the other banknotes 

of the series, the image is inscribed in a half moon placed in the center of the front side. The upper curved edge of 

the crescent reads “LIBERTÈ, EGALITÈ, FRATERNITÈ” (FREEDOM, EQUALITY, FRATERNITY), the motto of the 

French Revolution. Under the image, the words “NO RAZZISMO” (NO RACISM) is repeated several times, and is 

larger in the center. 

On the other banknotes, in the same crescent structure, characters who have played a fundamental role in the fight 

against organized crime in Italy and also in the fight against racism on an international level, are immortalized. 
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Some of those figures are the same ones to which Lucano named the streets of Riace which, before the mayor took 

office, did not have a road map. 

Through this visual language conveyed by the banknotes, Lucano aimed for a radical revision of the culture of the 

city, promoting the social inclusion of migrants and criticism of the mafia. The vouchers have helped to make the 

phenomenon known as replacement immigration work, whereby the emigration of the inhabitants of a place, due 

to various reasons, is tempered by the immigration in those places by migrants from other countries (E. 

Steinbruck, 2012). In fact, the migrants who arrived in Riace, thanks to the support system created in the village, 

preferred to stay there rather than continue their journey to northern Italy or Europe. An exodus in which young 

and old Calabrians have been protagonists for years. 

Figure 9. I Buoni di Riace €20 banknote (Giuseppe Impastato), 2019 

 

Photo by the author 

3.4. Visual, but also material strategy 

The system introduced by the mayor was created through a visual strategy, but not only. Lucano has chosen to 

create a tangible currency, whose materiality has allowed it to circulate from hand to hand, humanizing the 

country’s economic exchange relations. Unlike Riace, the financial crises, the social emergency in developing 

countries, and the increase in the possibility of accessing digital tools have stimulated the growth of the number 

of communities in the world that have decided to adopt a complementary digital currency (E. H. Diniz, E. Siqueira, 

E. van Heck, 2018). 

Indeed, today it is no longer tangibility that characterizes this type of alternative monetary system. But, as 

highlighted by the aforementioned study, one of the critical issues related to the use of an entirely digital 

monetarization system is the automation and de-humanization of contemporary societies. In fact, the element of 

relational exchange is missing, which is the fulcrum of the development of a cohesive community, especially in 

multicultural contexts in which complementary currencies are often adopted. 

From a material point of view, even if the dematerialization of society through digitalization had already begun in 

2008, Riace’s alternative currency went against the trend as there was only a paper version of it, without any kind 

of virtual payment. Their existence only in tangible form has thus allowed Riace banknotes to maintain an 

articulated visual profile which, in the opinion of the writer, has contributed to the development of a new identity 

of Riace community as a global and supportive community. 

In fact, in order to use the vouchers in exchange for products and services, the migrants had to meet in person, 

face to face, the local traders of Riace. This meant social interactions, dialogue and direct contact. The only digital 

version available of I Buoni di Riace was created in recent years by the non-profit organization Chico Mendes as 

part of Solidali con Riace project, in the form of an online catalog (fig. 10) which will be discussed later. 



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 25 (ISSUE 2, 2021) 15-27 PRIOLO 

24 

 

Figure 10. Screenshot of one page from Chico Mendes’s online catalog of I Buoni di Riace, 2019 

 

Photo by the author 

 

4. POLITICAL AND LEGAL FACTS THAT CAUSED THE END OF I BUONI DI RIACE 

According to Lucano, the money circulation system (from migrants to merchants, to the non-profit associations 

that managed the project, up to the municipality of Riace), in addition to guaranteeing liquidity for migrants and 

making the country’s local economy run, made it possible to trace banknote movements. Furthermore, it fostered 

dialogue and discussion between the participants in Riace community. 

However, since 2016, this aspect was considered as problematic in the reports carried out by the Prefecture of 

Reggio Calabria, following inspections carried out in Riace. Due to these same inspections, in 2018 funding for 

migrants in Riace was blocked. At that time, a conservative party, the Lega, had come to the Italian government, 

that had also tightened up national policies for welcoming migrants in Italian ports. The provision to block the 

funding in Riace was challenged by the Municipality of Riace at the Regional Administrative Court, that annulled it 

in 2019. 

Despite this cancellation, from the end of 2016 to today, no financial disbursement has come to Riace for the 

reception of migrants, consequently the staff who rendered services and the suppliers of goods were not paid for 

almost two years. The aforementioned non-profit association Chico Mendes scanned the banknotes and shared 

them online to sell them and donate the profits to reimburse those who had lost their income in Riace. The 

solidarity project ended on February 17, 2019 and over 77,000 Euros were raised. 

A criminal trial was also initiated, which was given the input by the same report from the prefecture of 2016, 

mentioned above. The Public Prosecutor’s Office had hypothesized as many as 22 crimes against 31 people (all 

those who worked in the migrants’ reception in Riace), but the Judge considered that there were only two criminal 

cases, for minor violations, against two defendants only. One of which was Lucano who, for these two crimes, was 

placed under house arrest on 2/10/2018. The Judge’s provision was, in turn, halved by the Supreme Court of 

Cassation - the top body of the Italian judicial system - that reduced the evidence to a single episode, relating to an 

alleged attempt of an Ethiopian citizen to illegally enter Italy through a false marriage. 



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 25 (ISSUE 2, 2021) 15-27 PRIOLO 

25 

 

On 11 June 2019, to verify these accusations, the real trial began. The trial is still ongoing, but most of the charges 

against the former mayor have been dropped. 

In this period of time, new elections were held in the municipality of Riace, in which Lucano, unsuccessfully, tried 

to run as city councilor. The trial against him caused the abandonment of the place by many migrants who were 

left without work and liquidity; social tensions in Riace inevitably escalated. Today however, a large number of 

migrants are remaining in Riace and continue to support the project. 

In the 2019 elections, a mayor belonging to the Lega party was elected, then ousted because he was ineligible. 

However, during the Lega administration of Riace, Riace road signs were removed and replaced with new signs 

showing the faces of two Catholic saints, San Cosma and San Damiano, recognized as protectors of Riace. No trace 

remained of the migrants’ native countries flags. Impastato’s portrait on the wooden panels has also been 

removed. On this point however, Lucano wanted to emphasize that the two Catholic saints were famous for their 

activity as physicians who worked free of charge, even to foreigners. 

Despite the disastrous epilogue of the initiative, caused by anti-migrant and conservative political forces, which 

caused Lucano to be confined to house arrest, and the cancellation of funding due to the migrants, Riace’s project 

should not be neglected. Indeed, this has remained a reference model for other Calabrian villages in terms of 

hospitality policies and repopulating abandoned villages (Badolato, Caulonia, Stignano, Acquaformosa, Satriano 

are the villages that have taken the same path of Riace) and, internationally, Riace is a model for what concerns 

the policies of social inclusion and reception of migrants. 

Before external forces caused a collapse of the socio-economic balance that the village had achieved, a process of 

personalization of the migrant’s figure had taken place in Riace (R. Franco Greco, 2018). Migrants were no longer 

invisible people, unknown and dangerous intruders, but by possessing rights and duties, they had become active 

participants in city life and supporters of the local economy. 

5. CONCLUSION 

As Impastato suggested in choosing Mafiopoli as the title of his radio program, the capitalist system is intertwined 

with criminal organizations. Mafiopoli recalls the word Monopoli which derives from the Greek word monopṓlion, 

composed of mónos, “only, exclusive” and pōlion, “sale”. Thus, Mafiopoli suggests the domination of mafia over the 

economy of a place: the monopoly of the mafia. This clarifies the link between criminal organization and the 

capitalist system and, at the same time, clarifies why Lucan has chosen to manipulate money, the capitalist tool 

par excellence, to protest against it. Through both visual and material strategies, which led to the manipulation of 

money, Lucano criticized the capitalist system and its implications with the mafia. 

The mayor developed an alternative monetary system that had three main objectives: to support migrants who 

became part of the new Riace community after its depopulation; to mitigate racist attitudes to make the new 

multicultural community grow; and to weaken the mafia and its economic control over the city. His strategy to 

carry out this project was mainly visual, but also material. In fact, the vouchers were only paper. In Riace, no online 

transactions or digital surrogates were possible, face-to-face interaction was required instead. 

Lucano promoted the idea of Riace as a “global village”, drawing both from the artistic imagery of the city and from 

the design of the official currency of the Euro, inserting iconic figures and anti-racist and anti-violence messages 

on the banknotes. Using banknotes, migrants were integrated into the social context of the city no longer being 

identified as foreigners or enemies, but as participants in the community. 

In conclusion, the visual aspect of Riace vouchers was considered both by the Italian government and by many 

writers and journalists, including those who appreciated the inclusive project of Lucano, only from the propaganda 

point of view, as a quirk of a mayor with radical leftist ideas. Although this may be partly true, in doing so, this 

approach underestimates the narrative value of Riace banknotes and their contribution in building a new global 

identity of the village. Of that utopia of normality so desired by the mayor and included among those necessary 

utopias based on solidarity imagined by Stefano Rodotà in “Solidarity. A necessary utopia”. On this point, Giovanni 

Cordova, in “Beyond the rancor. Riace’s utopia for a community of feeling”, replaces the word utopia with 

“heterotopia”, recalling a Foucauldian concept (1966) used to indicate places full of mythical and real contestation 

of the ordinary space, in which everyday life unfolds. These are utopias well situated between the imaginary and 

the real, based on the social exchange between actors who recognize each other (Taylor, 1998).  
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The Riace banknotes have contributed to making visible the places of reality, full of artistic expressions matured 

in response to acts of threats and mafia attacks. The figures and places immortalized on the banknotes have 

contributed to creating a social imagery in which both immigrants and resident citizens could recognize 

themselves, based on the formation of a new cosmopolitan and global community.  

Economic exchange, in which banknotes have played a fundamental role, is part of those everyday practices that 

constitute the unavoidable basis of coexistence in a multicultural context. Thus, Riace banknotes no longer 

represented the Italian banknote in the eyes of migrants, or the official state banknote in the eyes of citizens, rather 

they constituted the banknote of the global village of Riace in which characters of different nationalities coexisted 

not only on the banknotes, but especially along the colorful streets of the village. 
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ABSTRACT  

This study investigates the narratives of nine top-level experts on Community and Complementary 

Currencies (CCs). The study uses qualitative research tools adapted to identify common themes around the 

most pressing issues on CCs as seen by the participants. The research follows a dynamic and collaborative 

approach with the experts contributing. As a result, the research offers basic conceptual definitions to 

understand the meanings behind CCs, main projects, theories, typologies, and other concepts. There is also 

an in-depth exploration of topics such as finances and funding of CCs, education and awareness of CCs, and 

interoperability of exchanges between different projects. 
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1. INTRODUCTION 

The words of Community and Complementary Currencies (CCs from now) and the acronym CCs are frequently 

seen in available academic and grey literature referring to different types of alternative economic systems which 

work parallelly to the dominant and conventional one. Under this conceptual umbrella, some ideas find 

accommodation about experiences such as timebanks, mutual credits, LETS, business barter systems, circles of 

trust, etc.  

CCs and all their different projects have consolidated an acknowledged trajectory within the world of what can be 

considered monetary innovations (Place, 2012) and the solidarity economy.  This study attempts to approximate 

the concept of CCs with a blank sheet and allow the participation of recognised actors in the field who contribute 

with their ideas to discover the meanings behind CCs in their narratives. In this way, the study reveals the current 

debate and critical issues identified by the experts participating. The participants are prominently present across 

the CCs' academic research and practice field, which makes this research relevant to the state-of-the-art discussion 

in CCs. Although the study followed strict anonymity rules that complied with the methodological process, for the 

curiosity of the reader, most of the expert’s identities are available in the acknowledgment section of this work. 

The present work follows an innovative approach that meticulously analyses the experts' visions and opinions. 

The work intensively digs into the different understandings and concepts and discloses common perspectives that 

may help the development of CCs. There is also an element of co-construction of the research between the 

researcher’s analysis and the participants' interests.  

The motivation of this research is the contribution to CCs conceptualization and analysis. The initial hypothesis is 

whether the contributions from knowledgeable people can help CCs strengthen conceptualizations by identifying 

common narratives and themes that unite the worlds of academia and practice. The author responded to the 

research question by creating a space of debate and discussion for people who represent the academia and the 

practice of CCs, to unite their voices and discover coincidences of meanings relevant to the development of CCs. 

With this intention, this work provided a space for reflection, connection, debate, and learning. 

The findings of the research are into two sections. Section one identifies the relationship between experts and the 

concept of CCs, addresses topics such as multicurrency societies, CCs aims, theories, typologies, and specific 

projects. Section two exposes the discussions around the common themes found within the experts’ narratives. 

The focus is on finances and funding, education and awareness, and interoperability. 

2. METHODS 

The study shows a predominant qualitative character combined with the presence of the researcher as part of the 

research typical of Action Research and Grounded Theory (Glaser et al., 1967) (Rowell et al., 2015). The findings 

presented come exclusively from the application of The Delphi method combined with Thematic Analysis (T.A) 

(Clarke and Braun 2014). The Delphi method is a qualitative research method that attempts to find answers to 

difficult problems in a particular field of the expertise of a group of knowledgeable people participating as 

anonymous experts (Linston 1975).  

To approach a study of this dynamic character, other potential qualitative methods were revised, such as those 

related to discussion groups. However, after a comparative analysis of the different approaches, the Delphi Method 

was revealed to be the most adaptable to the participants' needs such as tight agendas and preference of email and 

written communication for analysis and anonymity preservation. A literature review has also been an important 

element of the research that may expanded and justified some of the different findings, however, this was not a 

primordial requirement for the development of this research.  

The Delphi method takes the name from the mythological Greek oracle Delphos for its forecasting potential. The 

methodological process unfolds through iterations of questionnaires and reports based on the answers (Linston 

1975; Grime and Write 2016).  

Anonymity is a crucial requirement for the efficiency of the Delphi method. Anonymity allows the experts to 

express their whole message and avoid the introduction of certain biases. For instance, the silence of some experts 

who expect the messages from representative people of a particular topic or the need to defend a message as 

someone of a recognized authority on a specific topic (Linston 1975). The mechanisms for the uses of anonymity 
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in this research numbered each expert from 1 to 9. Experts remained with the same number during the whole 

study, as a result, the experts were able to identify their answers together with other experts' answers in an 

organized manner. The participants were considered subjects who are present in the current academic research 

on CCs or who are involved in any well-known CCs project.  

It is critical to dismiss any early judgment of the Delphi method as a tool for generating consensus. Instead, The 

Delphi method seeks to identify what is known as "stability of opinion" (Heiko 2012) this is considered when the 

expert does not change his/her opinion regardless of any divergent perspective. Following this method, the 

research revealed interesting insights of the nature of CCs, what are the common perspectives among the experts, 

main problems, and possible solutions. 

The thematic analysis of the answers has been carried out following the guidelines offered by Clarke and Braun 

(2014) for the analysis of qualitative data. Specifically, there has been an important amount of effort put into the 

identification of generated common themes. The topics of these themes were established after a thorough process 

of reflection and comparative analysis to accurately represent the different narratives used by every expert. The 

results showed a degree of consonance which inform the discussion on the current development of concepts 

around the world of CCs as conceived by the nine experts participating.  

Under the Delphi method, two iterations of consecutive questionnaires were produced, the questionnaires were 

followed by all the expert’s answers organized by themes, and two reports on the answers to these questionnaires 

in between and at the end. Figure 1 illustrates the process. The process allowed the participants to interact with 

each other´s contributions, reading and analysing theirs in connection with others at each step of the process. 

Figure 1: The adapted Delphi research process. 

 

The first questionnaire used open-ended questions which invited the experts to set the agenda of the study. This 

part evoked the expert’s curiosities around important issues on CCs which revealed the common themes present 

in the expert´s narratives.  

The second questionnaire proposed 32 statements which were based on the different themes previously 

identified. The statements were analysed by means of Likert-type scales that mapped the expert’s opinions and 

degrees of consensus.  

In both questionnaires there were also closed-ended questions about what experts consider to be the main 

organizational parts of a CC, what were mentionable projects on CCs that the experts would consider remarkable 

examples, what are the priority aims when thinking of CCs, what are the background theories used and finally, as 

an attempt to use The Delphi method forecasting potential, the experts were asked to estimate a date when they 

think CCs will be the norm in future societies. 

The next two criteria were developed for the analysis of the 32 statements with Likert-type scales that measured 

the experts’ views and opinions. 

• Groups of opinion: The five options of the liker-type scale (“strongly agree”, “agree”, “neither agree nor 

disagree”, “disagree” and “strongly disagree”) were grouped into three different groups of opinion. These 

were: 
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o Positive (+): which included the options of “agree” and “strongly agree”.  

o Neutral (N):  which included the option of “neither agree nor disagree”. 

o Negative (-): which included the options of “disagree” and “strongly disagree”. 

• Degrees of consensus: “similar views” and “different views” were the two groups that measured the 

number of experts representing clear groups of opinion on the statements.  

o Similar views: when over 60% of experts were in the same group of opinion. This represented 

most experts sharing the same position or view of positive, neutral, or negative. 

o Different views: when the highest percentage of opinion was below 60%. This represented an 

even distribution of the different groups of opinion. Therefore, understanding that the opinion 

was divided among the experts. 

 

 

As an example, the results for the statement of “Interoperability between CCs is something desirable” showed that 

out of the nine experts offering their views, there were four experts with a positive view of the statement (44%), 

three of them were neutral (33%), and two negatives (22%).  In this example, there was no majority over the 60% 

of experts sharing the same opinion. Therefore, this statement showed that the experts' views are different around 

the statement. In addition to this quantitative gathering of data, experts also had the chance to add comments to 

the statements. 

3. WHAT ARE CCS AND WHAT ARE THEY FOR THE EXPERTS PARTICIPATING? 

The first section articulates the results of the closed-ended questions. It intends to provide the reader with a 

contextualization of the driven concepts of CCs in the eyes of the experts participating. This section also creates a 

base to understand the nature and context of further specific discussions on CCs. 

3.1. 2038 forecast 

To predict when CCs would become normal in society, the experts were asked to estimate a date for when they 

expected a “multicurrency society”. This question finds inspiration in the concept of “monetary plurality” as found 

in Gómez et al. (2019). The concept of monetary plurality discusses the coexistence of different types of money 

into parallel economic circuits at a given time in history. The different authors in Gómez et al. (2019) do not share 

a common view on the ideas around monetary plurality. A similar feeling of different understandings or different 

views is perceived in the way experts contributed to this question. Figure 2 shows the distribution of the answers. 

Figure 2. Forecasting of a multicurrency society. 

 

As seen in figure 2, six out of nine experts understood that a multicurrency society was either a phenomenon not 

happening or a process already taking place. The answers of the three remaining experts who followed the 

researcher’s perspective, made possible the calculation of 2038 as the mean or average date at which these experts 
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think a multicurrency society will happen. The mode is multimode and repeats two times all the values of the 

distribution which are between 2030 to 2040. 

This section intentionally opened with the results of this question to show how the experts´ perspectives may 

differ from each other. 

3.2. Theories 

One of the central aspects of this study is to understand the different experts' perspectives on CCs. Warned by one 

of the experts, it is crucial to attend to the specific type of CCs and avoid possible generalizations that lead to biases. 

“I doubt over a too general reflection on CCs, since there are major differences between them (e.g., LETS, time banks, 

so-called barter schemes, local currencies). There is indeed a risk of being too general or saying things that are not 

adapted to kinds of CCS while adapted to others.” Expert 4 

The answers to the question about background theories showed a representative sample of the main theoretical 

frameworks used by the participants of this study. This may offer some early insights into the kind of thinking and 

understandings of the participating experts of this research. Figure 3 summarizes the different theoretical 

backgrounds mentioned by the experts. 

Figure 3. Different theoretical frameworks used by experts. 

Theoretical frameworks mentioned by one expert. Theoretical frameworks mentioned by more than one 

expert 

- Framework based on Evolutionary 

Economic Theory. 

- Elinor Ostrom and other authors on the 

commons. 

- No Small Change. 

- People Powered Money. 

- CCIA Implementation Framework 

- Bernard Lietaer 

- The Polanyian approach 

- Full-Spectrum Economics of Christian Arnsperger 

(Integral Theory) 

3.3. Preferred aims for CCs 

While the background theories and 2038 as the predicted date for CCs may not be enough for contextualizing the 

concepts on CCs in the mind of the experts, the researcher proposed to the experts to choose between different 

aims when thinking on CCs by order of importance on a scale from 1 to 5 (being 1 the most important). The given 

options were: 

• Protection of the Environment. 

• Economic Justice. 

• Countercyclical Economic Tool. 

• Democracy and Participation.  

• There was also the option of writing a different aim from the ones proposed.  

Figure 4 below shows the results. 

Other different aims offered by the experts were:  

• “Appropriately expressing diversity of values that matter to humans”.  

• “Integration in a currency constellation pluralism”.  

• “People empowerment”.  

• “Administrative decentralization”, “Separation of creation of money from the state”.  

• “Tools to create connections between people”.  

• “Local economic development and survival of communities in poor localities”. 

An interpretation of Figure 4 is that those aims among important priorities are also found on the opposite side. 

This trend applies mostly to the aims of countercyclical economic tools and economic justice as CC aims at opposite 
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sides of the priority scale. While democracy and participation together with the protection of the environment 

concentrate in the middle of the priority scale. These results may suggest an agreement on the central or middle 

priority for aims concerning environmental and social aspects of CCs whereas the positions on economic concepts 

may fluctuate from different extremes of the priority scale. 

Figure 4. Experts’ preference of different CC aims. 

 

3.4. Typologies 

The construction of typologies in CCs serves two different purposes. Firstly, it allows for the study and analysis of 

CCs main structures and patterns, and secondly, for the creation of design tools for CCs (Larue 2020). There is a 

variety of academic work around different typologies of CCs, each of these studies addresses the topic from 

different perspectives. Generally, an important focus on the understanding of the currency aims is an inexorable 

requirement for the building of typologies (Lietaer 2006; Blanc 2011). There are also typologies based on certain 

frameworks applied to specific case studies as the ones offered by Joachain and Klopfert´s (2012), Bindewald et 

all, (2018), or Martignoni (2012). 

An approach to a basic CCs´ typology of organizational parts emerged as a result of the collected answers and the 

common themes generated which revealed ten main organizational parts of CCs. Figure 5 below shows the 

different parts next to the percentage of experts alluding to each part over a total of eight experts (one of the 

experts did not contribute to the question)  

Figure 5. An organizational typology of CC main parts from the common narratives. 

 

Source: own elaboration after the collected data from participants (check endnote) 
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• Financial structure: refers to the experts’ ideas around mechanisms through which the project maintains 

its functioning costs, also referred to as “business plan”. Failures in this specific part were a recurrent 

preoccupation for most of the experts who are concerned about many of the projects failing because of 

problems with their financial structures. 

• Monetary system: refers to the experts’ ideas around understandings, technology, and development of the 

different economic circuits of a CC. 

• Aims: refer to the experts’ ideas around the specific goals the different projects want to achieve. 

• Communication: refers to the experts’ ideas around the different information exchange among   the system 

users, their organizational organs, external agents, institutions, and potential users. 

• Governance: refers to the experts’ ideas around different management and organizational styles of a 

project, this may vary from more directional and hierarchical to more horizontal, transparent, and 

democratic. 

• Democracy and Participation: refer to the experts’ ideas around democracy and participation as a 

transversal characteristic of all CCs. 

• Leadership: refers to the ideas around the leader or the leadership structures that integrate and deliver 

CC projects. 

• Legal: refers to the ideas about legal aspects concerning legislation affecting the development of the 

project at any stage. 

• Membership: refers to the ideas about the ways through which members can be part or not of the project. 

• Evaluation: refers to ideas around the assessment of the development of the project. 

3.5. The experts’ directory 

Finally, in relation to the topic of typologies, the experts were asked to point at those successful CCs examples of 

their understanding of CCs main organizational parts. A total of eighteen specific projects appeared. 

The WIR bank stands out mentioned by four out of the seven experts. Bristol Pound (currently ceased), Banco 

Palmas, Chiemgauer, Barter Card and Tempo Time Credits were mentioned by two different experts. Finally, the 

Worlg, Yorozu-Ya, International Monetary Systems, Monnaie Leman, Sol Violette, Berkshares, Calgary Dollars, 

Payback, Sardex, Hudson Valley Current, Dane County timebank and Eusko were only mentioned once by one 

different expert. One of the experts did not mentioned specific projects but referred to the Redes de Trueque in 

Argentina and the Kenyan cases. 

 With this final contribution, this section narrows down what the participants had in mind when thinking about 

CCs, therefore what specific projects the experts thought of when responding to the questions of this research. 

4. MOST IMPORTANT ISSUES FOR THE EXPERTS ON CCS 

The analysis of the experts’ narratives revealed a wide variety of common themes such as education and 

awareness, impact assessment, creation of value, failure of the systems, financing, and funding, convertibility 

among others (see endnote 2). The use of thirty-two statements based on the identified common themes (see table 

below, figure 6) allowed this research to measure the levels of consensus/agreement among the experts around 

the main discovered topics. 

Using the Likert-type scale, the statements revealed the experts´ views on the different topics. The experts also 

had the chance to support their positions with arguments and ideas contributing to a common debate. For this 

analysis, the statements were grouped by themes. 

The overall results revealed that 62.5% of the statements corresponded to statements where experts saw things 

similarly or shared similar points of view. The remaining 37.5% accounted for the percentage of statements where 

experts saw things differently from each other. These results may celebrate a general sense of unity and shared 

vision of the experts in CCs of this study. 
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Figure 6. Statements grouped by themes and levels of consensus. 

Similar or different views on each statement grouped by themes 

 

 

 

Similar 

views  

(>60%) 

Different views 

 (<60%) 

Theme: Countercyclical economic tool   

- CCs can help recovering from an economic recession coming as a 

result of COVID-19. 
88% (+) 

 

 

- CCs projects can help recovering from economic recessions and make 

societies and governments prepared for similar difficulties in the future.  
88% (+)  

Theme: Finance and funding   

- There is a need for improving finance and funding structures. 
75% (+)  

- It is important is that governments from all around the world invest in 

CCs, now more than ever.  
75% (+)  

- Financing infrastructure is more important than financing specific 

projects. 
 33% (+) 22%(N) 44% 

(-) 

Theme: Democracy and participation   

- It is important that CCs with social aims adopt important aspects of 

democracy and participation 
88% (+)   

- Democracy and participation are not so important if the CC is aimed at 

the corporate sector. 
75% 

Disagree 

 

- CCs are straightforward ways to allow democracy and participation and 

empowered citizens. 
 50%(+)37.5%(N)12.5% 

(-) 

Theme: Aims, Creation of Value and Education and Awareness.   

- Equality and economic justice are a direct consequence of some CCs. 
62% (+)  

-      Protection of the environment can be a direct consequence of some 

CCs. 
75% (+)  

        -      For a long time, legal tender money has conquered society as the ultimate 

truth, however, the monopoly has already collapsed opening the door for 

new forms of money.     It is only matter of time for those new forms of 

money to become predominant. 

62.5% 

Disagree 

 

 

- CCs can reach to a national scale. 
66% (+)  

- There is risk that CCs reproduce same problems as conventional money.  
66% (+) 

 

 

- Local economies nourished by CCs have more chances to successfully 

challenge globalization and competition. 
 44% (+)33% (N)22% 

(-) 

- Inequality is a direct consequence of conventional money mechanisms. 
 44% (+)33% (N)22% 

(-) 

- The biggest problem of conventional money is that it is mainly focused 

on the store of value function. 
 37.5% (+)37.5% 

(N)25% (-) 

- Eventually, CCs will reshape the larger monetary structure. 
 50% (+)37.5% (N)12.5% 

(-) 
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Theme: Convertibility   

- Although convertibility may augment trust and desirability of a CC, there 

is a risk of depending on a system that has failures by definitions and 

may lead the CC to same crises in the future. 

88% (+) 

 

 

- When the CC value is linked to conventional money by convertibility, it 

means that the CC is vulnerable to conventional money circumstances. 
 55% (+)11% (N)33% 

(-) 

Theme: Impact assessment   

- There is no consensus about what a good CC is, what are the best 

monetary designs or currency systems. 
75% (+)  

- There are two main types of CCs, those made for businesses and those 

made for individuals. 
 37.5% (+)12.5% 

(N)50% (-) 

- There are not CCs specifically designed for the economy of a family 

systems. 
 28% (+)29% (N)43% 

(-) 

Theme: Climate change   

- Protection of the environment can be a direct consequence of some 

CCs. 
75% (+)  

- There is no point on implementing CCs for sustainability if climate 

emergency becomes unbearable.  
88% 

Disagree 

 

- The only realistic future of the global economy is one with zero CO2 

Emissions. 
71% 

Disagree 

 

Theme: Interoperability   

- Before interoperability happens at an important scale it is necessary to 

establish strong parameters of transparency and democracy as well as 

ethos and values.  

75% (+)  

- The most important thing for interoperability to start happening is to 

provide a technological tool which allows trading. After this is given, the 

rest will come into play. 

75% (+) 

 

 

- Promoting exchanges at larger distances with interoperability will 

increase CO2 emissions and harm the local economy networks. 
 22% (+)22% (N)55% 

(-) 

- Interoperability between CCs is something desirable. 
 22% (-)33% (N)44% 

(+) 

- There is still a long path before interoperability becomes a reality. 
 25% (+)50% (N)25% 

(-) 

Theme: Legal   

- Reforming legal texts is crucial for advancing in the development of 

CCs. 
77% (+)  

- Reforming legal texts has not been explored enough.  
75% (+)  

Theme: Database   

- An updated database which accounts for the different experiences on 

CCs is needed. 
77% (+)  

Source: own elaboration (see end note for available web location). 

This article offers a closer look at the themes of finance and funding, education and awareness, and interoperability 

as the most popular themes among the experts. Apart from these topics, all other topics, common themes, and the 

expert´s debate and ideas discovered during the research are published and available in a shared folder on the 

internet (see endnote 1). 
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4.1. Finance and funding  

Following the experts’ contributions, there are two different sources of finance and funding in CCs , these can be 

external or internal.  

There is a clear worry coming from several experts about the dependency of this external funding which may doom 

the CCs to their extinction after this funding finishes. In the experience of expert 1, this occurs around year three 

of existence.  

The internal source is related to the own mechanisms in place which nurture the project of the necessary resources 

for their sustainability. Sometimes, the project can make use of their own credits to cover their expenses. Various 

experts also stated that the projects which function in this way have a longer life expectancy. 

Overall, under the topic of finance and funding, it is identified the urge to improve this aspect of CCs. 

During the research process, expert 6 mentioned the need for a statement that expresses the need for long-term 

research funding in this field. To contribute at some degree to this demand, two of the three statements mentioning 

aspects of finance and funding may represent a position of agreement among the experts who see the need for 

improving finance and funding structures and encourage government investment. 

For the next statements, there were Majorities of above 70% of experts who agreed or strongly agreed with: 

• “There is a need for improving finance and funding structures”. 

• “It is important that governments from all around the world invest in CCs, now more than ever”.  

4.2. Interoperability  

The author defines Interoperability between CCs as the mechanisms that allow different systems of exchange to 

manage, coordinate and execute exchanges between them. Statements around interoperability between CCs 

explored experts’ views around main aspects such as feasibility, desirability, governance, and relationship with 

climate change. 

As seen in figure 7, there is one more statement of different views and two statements of similar views regarding 

interoperability, this results may warn about the aliveness of the debate about this topic. 

Figure 7. Interoperability levels of consensus. 

 

On the side of similar views, 75% of the experts agreed with the need of developing strong parameters of 

transparency and democracy as well as ethos and values proposed in the next statement.  

• “Before interoperability happens at an important scale it is necessary to establish strong parameters of 

transparency and democracy as well as ethos and values”.  

Expert 1, the only expert disagreeing, advocated for trust as a fundamental requirement over transparency, 

democracy, ethos, and values proposed in the statement. The expert saw these as secondary elements of help for 

the building of trust. 

For the next statement, there was also a 75% of experts with similar views, although this time the opinion was 

grouped around disagreement. The statement says as follows: 
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• “The most important thing for interoperability to start happening is to provide a technological tool which 

allows trading. After this is given, the rest will come into play”.  

Most experts disagreed or strongly disagreed with this statement acknowledging that only a technological tool 

may not be enough. Experts 1, 3, 4 and 5 mentioned important aspects such as governance, entrance and exit 

conditions, adaptation of the technology to the projects, adaptability, and shared desirability among projects of 

different kinds such as time banks, LETS or business barter networks. 

There were three statements on the side of different views. The first statement is about the negative impact that 

interoperability may provoke because of the promotion of exchanges at longer distances.  

• “Promoting exchanges at larger distances with interoperability will increase CO2 emissions and harm the 

local economy networks”. 

Here, 55% of the experts disagreed, 22% agreed and 22% neither agreed nor disagreed. When confronting the 

experts´ ideas from different groups of opinion, experts 1 and 5, who disagreed with the statement, mentioned the 

need for spatial proximity between CCs that are interoperable what assumes that interoperability would not be a 

threat to the increase of CO2. On the side of the experts who agreed, only expert 3 offered some comments in 

support of their positions and explained that “the relocation of the economy is not the aim of every currency” 

acknowledging the threat to the local economy networks of those projects which do not share the same values. 

The opinions were also divided for the statement of: 

• “Interoperability between CCs is something desirable”. 

Here, 44% of the experts agreed, 22% disagreed, and 33% neither of both. Among the experts who agreed, an 

important reason for interoperability desirability was the power held in interoperability for reaching scale. On the 

disagreement side, reaching scale was seen by expert 2 as a "weird element sneaking into alternative economics". 

The last statement reveals difficulties among the experts to decide whether interoperability is close to happening 

or not.  

• “There is still a long path before interoperability becomes a reality”. 

Here a 50% of the experts neither agreed nor disagreed, 25% agreed 25% disagreed. Among the reasons for 

agreement, expert 4 stated the inexistence of interoperability links between the CCs known by the expert.  

In a similar line of thought, expert 8 stated that “not everybody is convinced of this desirability”, which was 

revealed to be true for the previous analysed statement. This argument was also offered by expert 1 who neither 

agreed nor disagreed. Expert 1 argued that the difficulty for interoperability to happen is more related to politics, 

here the expert mentioned the Credit Commons, an interoperability protocol in development (Slater and Jenkin 

2016). Expert 3 and expert 5 also referred to the existence of tools for interoperability but both identified financing 

as an obstacle for interoperability to happen. 

4.3. Education and Awareness. 

Under the researcher’s analysis criteria based on Clarke and Braun’s (2014) Thematic Analysis, the statements 

around the common themes of education and awareness seemed to merge with the themes of value creation and 

aims. Based on what seems to be the coincidence and intertwining of ideas in the statements, the researcher 

decided to unify these three themes into the same category of analysis as education and awareness.  

The researcher did not find an easy task to analyse the experts’ messages on these themes and prefers to encourage 

the reader to make use of the experts’ comments for their specific research purposes (See endnote 4). The next is 

a descriptive account of the different experts´ views. 
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Figure 8. Education and Awareness levels of consensus. 

 

The following five statements grouped similar views among the experts. The statements explored aspects of 

equality, economic justice, and protection of the environment concerning CCs. 

• For the statement of “Equality and economic justice are a direct consequence of some CCs” 62% of the 

experts answering shared a similar view of agreement.  

• The statement “Protection of the environment can be a direct consequence of some CCs” found a higher 

level of agreement with one more expert, this gave to the statement a 75% of agreement. 

• The next statement also grouped similar views “For a long time, legal tender money has conquered 

society as the ultimate truth, however, the monopoly has already collapsed opening the door for new 

forms of money. It is only matter of time for those new forms of money to become predominant”.  In this 

case, the group of opinion was on the disagreement side of the scale. Here, a 62% of experts disagreed or 

strongly disagreed. 

• The statement “CCs can reach to a national scale” achieved a 66% of experts agreeing.  

• The last statement “There is a risk that CCs reproduce same problems as conventional money” reached a 

66% of experts’ agreement.  

The statements which divided the opinions of the experts were: 

• Local economies nourished by CCs have more chances to successfully challenge globalization and 

competition.  

• Inequality is a direct consequence of conventional money mechanisms.  

• The biggest problem of conventional money is that it is mainly focused on the store of value function.  

• Eventually, CCs will reshape the larger monetary structure. 

5. DISCUSSION 

In this work, the acronym CCs generally referred to the wide phenomenon of Community and Complementary 

Currencies, notwithstanding, as the research progressed, it became clear how the experts´ understandings of CCs 

differed from each other. The most symbolic example of this may be the eighteen different projects mentioned by 

the experts, with only The WIR Bank mentioned in common by a maximum of four experts. This directory of 

projects may be a representative sample to understand what experts think when thinking about CCs. However, an 

in-depth exploration of each of these projects scaped the scope of this research as the focus was more on the 

dialogical dynamic, exchange of ideas, and discourse analysis. 

The findings section opened with 2038 as the year when CCs will be the norm within a multicurrency society. This 

opening is made on purpose to call the attention of the reader. Yet, the author is aware of any possible reaction 

about the inaccuracy or speculative character of this finding but still enjoys the playful element of this particularity 

of the research method and hopes that the reader finds it useful. 
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When understanding the overall contributions of the experts, the reader could get the impression of an emphasis 

put on the socio-political aspects, the aims, values, and mechanisms of CCs, where the evidence showed that most 

of the experts agreed and contributed here the most. On the contrary, this does not seem to be the case when the 

discussion moves to more economic terms.  

Even though qualitative data may have a myriad of interpretations, clear positions and views are seen in the 

discourse of the experts which is also backed by evidence. In relation with this, another impression could be a 

general feeling of agreement, when for example, 62.5% of the statements represented similar views of the experts, 

yet, being this an evidence-based fact, a closer look at each comment and idea of the experts will always reveal 

more precise information as even one expert disagreeing with the rest can yield great insight on the studied 

matter. 

As a final reflection, carrying out and analysing qualitative research is an arduous endeavour. The information 

given by the participants may have shown differences that sometimes seemed incompatible with each other. For 

this reason, many hours were necessary to read and make sense of the different discourses that eventually 

produced this organised account of the research process. The reader is encouraged to do his/her exploration of 

the raw data given by each expert. The information is abundant, and all the data is available online and can be 

found in the different endnotes. 

6. CONCLUSION 

This dynamic research became a space for learning and interaction of those people involved in the development 

of CCs. The fruit of that interaction was a general mapping of the contextualization and main concepts around the 

field of CCs. The analysis of this research is an opportunity to approximate the current discussion, curiosities, and 

interests in CCs. The research process approached the topic of CCs from the broadest sense while uniting the 

experts' voices around crucial issues such as the need to improve the finances and funding of CCs. This study can 

help those who are relatively new to the understanding of CCs, as a general approximation to their main 

conceptualizations, meanings, perspectives, and understandings. The results and data of the study can be used as 

a source of inspiration for the expansion of knowledge and justification of investment in CCs. 
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END NOTES 

1. All the documents produced during the research process following The Delphi method. 

 

• https://drive.google.com/drive/u/0/folders/19XLvi6BlNTMQfQlE6s1yDkMZxKiNbmSo 

 

2. Links to the thematic analysis of the answers and report on the first round. 

 

•  https://docs.google.com/document/d/1H387E_B1Wm3rC1qet8mBPx2xVgv5rm2S/edit 

 

• https://docs.google.com/document/d/15znG7pSnYMpghAG9iEXtDy3RJXqaToBI/edit 

 

3. Links to the thematic analysis of the answers and report on the second round 

 

• https://docs.google.com/document/d/1bEWhTQScPfLDi1lBtJDjKFDjRO_LOMNf/edit 

 

• https://docs.google.com/document/d/1bEWhTQScPfLDi1lBtJDjKFDjRO_LOMNf/edit 

 

 

4. Link to the data relevant to Education and Awareness, Value creation and Aims. 

 

• https://docs.google.com/document/d/1bN8Cl0ujnsPgxZofQzeHj0w7P4MgGOGY/edit?usp=drive_web&

ouid=100823194547430644301&rtpof=true 

 

 

https://drive.google.com/drive/u/0/folders/19XLvi6BlNTMQfQlE6s1yDkMZxKiNbmSo
https://docs.google.com/document/d/1H387E_B1Wm3rC1qet8mBPx2xVgv5rm2S/edit
https://docs.google.com/document/d/15znG7pSnYMpghAG9iEXtDy3RJXqaToBI/edit
https://docs.google.com/document/d/1bEWhTQScPfLDi1lBtJDjKFDjRO_LOMNf/edit
https://docs.google.com/document/d/1bEWhTQScPfLDi1lBtJDjKFDjRO_LOMNf/edit
https://docs.google.com/document/d/1bN8Cl0ujnsPgxZofQzeHj0w7P4MgGOGY/edit?usp=drive_web&ouid=100823194547430644301&rtpof=true
https://docs.google.com/document/d/1bN8Cl0ujnsPgxZofQzeHj0w7P4MgGOGY/edit?usp=drive_web&ouid=100823194547430644301&rtpof=true
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ABSTRACT  

A calculus called thoroughly disaggregated quantity equation is presented. It apportions each income receiving 

economic agent the exact amount of currency to perform its role and through this channel all the necessary 

liquidity for the productive economy is dispensed into circulation. The model utilizes an enhanced mutual credit 

type of complementary currency and compares it to the narrative of the paradox of monetary profits paying 

attention to the rigorous assumptions of the latter. The former hinges on the implementation of quantitative 

control of monetary mass and the restricted environment common to both narratives is shown to be its very 

enabler. Both narratives are described utilizing stock flow consistent models explained from the perspective of the 

cash-based accounting. The setup proposed by the enhancements seamlessly isolates mutual credit 

complementary currency to the realm of the productive exchange and leaves the brunt of the financial exchange 

to some other currency. 
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1. INTRODUCTION 

If there is one thing in the present-day economy that impedes profits, then surely it is not a lack of credit. According 

to Keen (1995), the economy is following the path of ever riskier behaviour on the side of the businesses and the 

banks.  

In that manner, following the so-called ‘great moderation’ period of stability, the last global financial crisis struck 

in 2008. Prior to that, the deregulated banking sector supplied the economy with excessive amounts of credit-

induced money. Sobering restraint on the part of businesses alone could not have avoided this ever-riskier 

behaviour. In the absence of governmental intervention, it is quite clear that the banks themselves producing too 

much credit actually caused the crisis. The ensuing regulatory, political and media pressure pushed the banking 

sector in the opposite direction towards restrained credit supply, which could have caused a much more sinister 

credit crunch and the collapse of the economy had the central banks and governments not intervened in 

supplementing liquidity through quantitative easing. In other words, the economy with the liquidity supplied by 

the modern banking sector is not stable and hence the governmental intervention is indispensable (Keen, 1995).  

This perspective on the economy, however, is not shared by everyone. Apart from the hardcore proponents of the 

free market, there are some communities, regions or entire countries where governmental intervention in the 

monetary field is not considered welcome or of much use. There are countries significantly impeded by corruption 

where governmental intervention is as much a remedy as it is a disease contributing to the continuation of the 

corruptive cycle. The other players that cherish independent banking are the economic and administrative 

initiatives, that strive to stimulate the economy in those underdeveloped regions forgotten by their capitals, and 

which are not attractive to investors. Many such initiatives seek solutions in community and complementary 

currencies (CCs), albeit with mixed success. An intrinsically stable banking system is of paramount importance for 

these players as they either cannot rely on the regulator or do not have many resources to perform such a role.   

This paper argues the potential of the self-regulated and self-restrained banking practiced by the CC communities, 

particularly one kind, which is called mutual credit CC. The paper explains various enhancements meant to 

improve the acceptance and penetration of the existing mutual credit experiences on the one hand and to 

contribute some ideas in the search for a better, more resilient and just monetary system on the other. 

The idea of a mutual credit CC was popularized by Thomas Greco Jr. in his early books (1990), (1994). Greco refers 

to E. C. Riegel (1944), (1978), a self-educated author who was the first to propose the use of a currency based on 

what he called “mutual credit for the national economy”. Some authors, such as Lucarelli & Gobbi (2016), perceive 

mutual credit as a form of credit clearing as proposed by Keynes (Schumacher, 1943) for international exchange, 

however applied to the domestic economic exchange. Mutual credit is a form of pure credit economy in the sense 

that: »The nominal liabilities of the financial intermediaries also represent the only exchange media circulating in 

the system…  but does not contain the contentious Wicksellian construct of a natural rate of interest, (Smithin, 

1997). It should be noted that in mutual credit any eligible economic agent stands in place of “the financial 

intermediaries” from the above Smithin’s definition. The other property of pure credit economy introduced by 

Wicksell (1898 (1936, 2007)) appropriated by mutual credit is the use of what is called by Wicksell a “giro system”, 

namely ledger money - money existing in the form of current (sight) deposits only. The distinctive feature of 

mutual credit which extends the narrow Wicksell’s description of pure credit though it does not oppose it is the 

exclusive use of overdrafts instead of regular loans as the source of credit. In mutual credit the sum of all deposits 

is at any point in time matched by the sum of all overdrafts. 

Riegel (1944), (1978) envisioned mutual credit as a complete replacement for legal tender, which he called 

political money. Greco (2001) advocated a more stepwise approach, though his vision too was for mutual credit to 

gradually take over the domain of economic exchange. No doubt numerous legal obstacles exist which prevent 

these visions from coming true. However, as Kavčič (2016) has shown, the contemporary mutual credit design and 

implementations lack some important monetary features that inhibit their success and growth. If the benefits of 

mutual credit are to really be felt in the economy, it must proliferate much more than seen by the present-day 

implementations and for that purpose it should be able in theory to crowd out legal tender in the realm of 

productive exchange. To that end, mutual credit must be enhanced substantially. As it will be shown, the crux of 

the enhancements is quantity control. (Kavčič, 2020, March) introduced an earlier version of what is presented in 

this paper as the thoroughly disaggregated quantity equation. It is the cornerstone of quantity control. This paper 

shows that the existing mutual credit theory and implementations flirt with quite a few features instrumental to 
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quantity control, yet these features have not been expressed theoretically or imposed practically in definite terms. 

One such feature for instance is credit clearing. Thus, Greco (2013) contends that excessive negative balances must 

be prevented and idle positive balances must be avoided. The full implementation of credit clearing and of the 

other features is however proposed by the enhancements referenced under the common name Komoko monetary 

system, abbreviated to KMS and presented in this paper.  

Incidentally, there is one vein of the mainstream economic thought which exploited credit clearing and some other 

features that stand out within the KMS as the enablers of quantity control. This vein pertains to the paradox of 

monetary profits. It will be shown in this paper that the rigorous assumptions of the profit paradox (Rochon, 2005) 

and its solution (Zezza, 2011) coincide with these features of the KMS. From the perspective of the present-day 

economy these rigorous assumptions are restrictions on the way businesses and individuals perform payments. It 

will be shown however, that it is worthwhile the effort as the enhanced mutual credit not only can but also must 

implement these restrictions in order to implement successfully the quantitative control of monetary mass. This 

is the only possibility for mutual credit to function without the need to lean on legal tender to provide the necessary 

liquidity. It is shown that both narratives benefit when explained from the perspective of cash-based accounting 

leading to a straightforward calculus.  

The thoroughly disaggregated quantity equation is based in the classical Quantity Theory in the Fisher (1911) 

formulation. Like the latter also the former is valid in any circumstance and for any monetary system. However, as 

Werner (1997) has shown, the plain use of the Fisher’s equation for the purpose of controlling the monetary mass 

is worthless. Yet, if the monetary flows are split (disaggregated) between the real and the financial flows, then, 

according to Werner, the Fisher’s formula is useful. Like the Werner’s theory, the KMS also proposes the 

segmentation between the real and the financial flows however not aggregated on the level of the whole economy 

but “thoroughly disaggregated” on the level of each single economic agent. Special setup implementing unorthodox 

restrictions is necessary for the thoroughly disaggregated quantity equation to be effective in such a role. Mutual 

credit CC with the proposed enhancements represents such an environment and from obvious reasons the paper 

focuses on it. Nevertheless, with the present-day banking system implementing unorthodox measures like 

negative interest, helicopter money and quantitative easing, it should not be too difficult and preposterous to 

envisage some cross fertilisation that goes beyond the general descriptive power of the thoroughly disaggregated 

quantity equation.   

The rest of this paper is set out as follows. The second section provides a brief explanation of the background of 

the profit paradox and the way it is related to the enhanced version of mutual credit. The third section exposes a 

mutual credit type solution to profit paradox. The fourth section first explains some proposed enhancements to 

mutual credit theory and practices, such as graded monetary separation of the real and the financial exchange 

cycles and the inverse maturity of money in existence. Then it deals with a new version of the quantity theory. It 

explains the calculus that apportions each economic agent separately and the economy as a whole with credit 

matching its productive needs. The fifth section concludes. 

2. THE PARADOX OF MONETARY PROFITS AND MUTUAL CREDIT 

“The existence of monetary profits at the macroeconomic (aggregate) level has always been a conundrum for 

theoreticians of the monetary circuit. If money is created from bank credit, how can we explain profits if firms 

borrow just enough to cover wages that are simply spent on consumption goods and returned to firms to extinguish 

their initial debt? Indeed, not only are firms unable to create profits, they also cannot raise sufficient funds to cover 

the payment of interest. In other words, how can M become M'?”  (Rochon, 2005) 

In addition to Rochon (2005), a number of authors have proposed solutions to this conundrum even before it was 

named ‘profit paradox’. Parguez (2004) mentions the solutions of Marx and Kalecki before he introduces his own 

version. In the author’s view, Keen was the first to provide satisfactory proof (Solving the Paradox of Monetary 

Profits, 2011). Keen set up a model consisting of three sectors (workers, firms, banks) using seven types of real 

transactions to conduct business. Based on this model, he set up a system of differential equations that connect 

those variables and solved them first by imputing empirical data. He then computed the solution numerically for 

a steady state. In that way Keen arrives at the proof that profits are possible because, according to him, the stock 

of money can circulate several times in one year. Keen explains the problem as non-existent:  

“...it was not a paradox at all, but a confusion of stocks with flows in previous attempts to understand the monetary 

circuit of production.” 
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Even though his explanation is spot on, Keen evades the more rigorous conditions of the ‘profit paradox’ solution, 

since according to Rochon (2005):“…the story of profits ought to be told within the confines of a single circuit.” It 

is Zezza (2011) who provides a solution to the profit paradox that satisfies the most rigorous conditions:  

“Let us consider the simplest possible model of the TMC, namely that of a single production period in a pure credit 

economy with no government.... We want the circuit to close by the end of the financial cycle, and the only way this 

can happen is for income to be entirely spent before the circuit ends. This implies that monetary profits realized by 

both firms must be spent, as well as interest payments received by banks. An assumption underlying Table 8.1, along 

with the idea that all income is spent, is that firms have perfect foresight on effective demand, so that the whole of 

production is sold at the current price level.” (Zezza, 2011) 

It is this rigorous environment that sparks interest. Sciences have a tendency to adopt what could be called the 

elementary unit of their research where the complexities of their respective fields are put aside as much as possible 

in order to arrive at some basic truths upon which ever more elaborate interactions and systems are built and 

which factually represent the main subject matter of the respective science. It seems that the narrative of the profit 

paradox performs such a basic role for a certain vein of the heterodox macroeconomics.  

From the perspective of the mainstream economy, the properties put forward by Zezza (2011) are of course 

unrealistic. To the mainstream economy the profit paradox proof is of purely theoretical importance if any at all.  

However, this is not the case with the KMS. 

From the ideological and practical reasons, the success or failure of the KMS hinges on getting rid of the complexity 

in line with the restrictions used by Zezza (2011) even more than meets the eye. In addition to the aforementioned: 

1. Single production period (production cycle), 

2. pure credit economy with no government, 

3. balanced flow of incomes and outlays of each and every agent within the period of interest,  

4. total destruction of money at the end of the period,  

there are a few less conspicuous restrictions which were nevertheless used in (Zezza, 2011) and are 

indispensable in the KMS: 

5. set quantity of the initial financing (money mass) that satisfies the needs of the whole economy,  

6. no proper store of value function of money, 

7. the division of the real and the financial flows, 

8. the only and final means of payment, 

9. a closed system,  

and one approach which introduces some elementary clarity in otherwise complex explanations: 

10. cash based accounting. 

Speaking about the ideological reasons, the KMS fully embraces the basic tenets of the mutual credit theory and 

movement. Within it there is an obvious aversion to the mainstream banking practices among which interests and 

access to credit are probably ranking the highest.  Thus Greco (1990) equates the contemporary interest with 

usury and considers the existing monetary system which gives the bankers a practical monopoly over the issuance 

of money the root cause of many ills that torment the modern world like poverty, financial instability and even the 

environmental problems. Mutual credit CCs have emerged and evolved to the present day with this ideological 

background.  

Speaking about the practical reasons, mutual credit never gained the momentum envisaged by Greco in his works. 

Many mutual credit implementations sparked into existence and eventually disappeared many still work and 

develop. What they have in common is that none of them ever prevailed as the principal means of exchange to its 

member base. Even the most prominent mutual credit implementations exhibit miniscule turnovers compared to 

legal tender. 

From the available schoolbook tools of central banks for regulating the money mass and inflation mutual credit 

only has its version of “printing” money at its disposal. Due to the complexities of the modern financialized 

economies central banks have since long abandoned targeting money supply and reverted to targeting interest 

rates. However, what can be perceived by the mainstream economy as a limitation to a fully blown economic life 

is actually a prerequisite for the KMS to facilitate it, as the restricted possibilities of economic agents maintain the 
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simplicity necessary for the success of the quantitative control of the monetary mass. Thus, the KMS type of mutual 

credit and the profit paradox narrative somehow converge towards utilizing a thoroughly restrictive model of 

economy. However, from obvious reasons their paths diverge after that. Whereas the profit paradox narrative is 

destined to be confined to its sandbox environment, the KMS purports to construct a thoroughly controllable, yet 

fully blown economic eco system. 

The implementation and the role of some of the restrictions are explained within the KMS based example solution 

of the profit paradox in the succeeding section 3 and their role in a fully blown real life implementation can be 

inferred from that. Some restrictions are explained further on by describing their implementation and role in a 

hypothetical mutual credit based real economy. For the sake of completeness and due to a limited paper space, the 

remaining restrictions and the cash-based accounting approach are explained separately in Appendix B. 

 

3. THE MUTUAL CREDIT SOLUTION TO THE PARADOX OF MONETARY PROFITS 

The structure of this case roughly follows Zezza (ibid), who used the neo-Kaleckian approach for a solution to the 

‘profit paradox’, according to the taxonomy proposed by Parguez (2004). Minor changes are introduced that adjust 

the model to the rules of a theoretical version of mutual credit proposed by Kavcic (2020, March). The method of 

Zezza’s proof, though correct for the particular configuration, is however criticized (see Appendix A) for the lack 

of generality and an improved method is introduced instead. 

Following Zezza’s “The simplest consistent monetary circuit” (ibid), the business sector is represented by two 

firms producing consumption goods (labelled ‘Firm A’ and ‘Firm B’). However, the logical sequence of events in 

the model does not strictly follow the order propounded by the ‘Theory of the Monetary Circuit’ (TMC) and used 

by Zezza (ibid). According to Zezza (ibid): 

At the heart of the TMC is the notion, shared by Godley, that production requires time, and that costs of production 

have to be paid before receipts from sales can be obtained. Monetary wages must therefore be paid in advance, and 

this requires firms to have enough liquidity before production occurs. 

In reality wages are not paid in advance. Employees only get their paycheques after working for an employer for 

the whole pay period. In Europe, running a monthly payroll is the norm. Considering the limitations of our model 

pure credit economy, at the outset there are no deposits and loans, no money at all, and people would starve for 

almost a month. If life is about to continue normally in the model economy, people should consume before getting 

their paycheques. This is normal in everyday life, because people use their credit cards exactly for that purpose.  
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Table 1 Transactions and money holdings at different stages of the financial cycle for the mutual credit example 

No. Transaction Date Households HouseholdsFirm A Firm B Bank CashBank Loans

D C D C D C D C D C balancebalancebalancebalancebalance

1 Opening balance 1. 1. 2021 0 0 0 0 0

2 Weekly shopping 8. 1. 2021 76 38 38 -76 38 38 0 0

6 Weekly shopping 15. 1. 2021 60 30 30 -136 68 68 0 0

4 Firm A pays out 

dividends for the 

previous period

16. 1. 2021

40 40 -96 28 68 0 0

5 Firm B pays out 

dividends for the 

previous period

16. 1. 2021

40 40 -56 28 28 0 0

7 Weekly shopping 22. 1. 2021 60 30 30 -116 58 58 0 0

8 Weekly shopping 29. 1. 2021 60 30 30 -176 88 88 0 0

11 Households spend 

the remaining part 

of their income

29. 1. 2021

20 10 10 -196 98 98 0 0

9 Salaries firm A 29. 1. 2021 100 100 -96 -2 98 0 0

10 Salaries firm B 29. 1. 2021 100 100 4 -2 -2 0 0

12 Households pay for 

interest

31. 1. 2021

24 24 -20 -2 -2 24 0

2 Bank pays interest 

for previous month 

deposits to both 

firms

1. 2. 2021

2 2 4 -20 0 0 20 0

13 Dividends bank 1. 2. 2021 20 20 0 0 0 0 0

Firm A Firm B Bank Cash Bank Loans

 

Table 1 shows the transactions and the account balance of each economic agent at different stages of the financial 

cycle. Following Zezza (ibid) the circuit should close by the end of the financial cycle, and the only way this can 

happen is for income to be entirely spent before the circuit ends. This implies that the monetary profits realized 

by both firms must be spent, as well as the interest payments received by banks.  

Zezza (ibid) continues his discussion explaining the social accounting matrix (SAM) and the flow of funds table 

pertaining to the model. Based on these tables, Zezza presents the basic accounting identities contained in the two 

and then, using some symbolic algebra, arrives at the final result in the form of equation: 

Π = - ΔD 

where Π represents profits and ΔD represent the remaining deposits. Zezza interprets this final equation in the 

sense that the households’ demand for new deposits should be zero if firms are supposed to pay back the initial 

loan plus interest and conversely, if “households increase their end-of-period stock of deposits, firms will have a 

positive end-of-period debt with the banking sector”. These two assertions are spot on, however quite misleading 

if taken as emanating from the equation presented as implied by Zezza. Interpreting ∏ = - ΔD to mean that firms 

must report non-negative profits to be able to pay back interest is wrong (explained in Appendix A). 

What transpires from the analysis of Zezza’s solution in Appendix A is the fact that Zezza unwittingly presupposed 

the profit paradox solution by the introduction of the “financial period” as part of the initial setup conditions. With 

other words, in the described environment, the profits are guaranteed.  

The mutual credit solution subsumes the essence of Zezza’s financial period and thus it is shown that it also can 

guarantee profits. This shifts the following narrative of the mutual credit example from the trivial task of proving 

the existence of profits to the task of calculating the necessary monetary mass. 

In the mutual credit example economy, the necessary monetary mass is calculated already. It is shown in Table 1 

in the columns displaying the account balances of the respective agents throughout the course of the financial 

period. The money needed to do the business equals the maximum value of the overdraft displayed with the minus 

sign in the balance column. We see that households need $196 and both firms need $2 each. The underlying 

assumption of the KMS is that the primary principle of the economic prosperity is the repetition of the financial 

cycle of each economic agent potentially adjusted for the collective growth (de-growth) decisions and individual 

forecasts that diverge from it. So, in this example, the $196 and $2 would be calculated based on the previous 

period and assigned as overdraft facilities with the adequate limits to the respective agents at the beginning of the 

current period. 
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Table 2 Transactions-flow matrix with example data of the model 

(1) (2) (3) (4) (5) (6)

House- 

holds

Total

Current Capital Current Capital

Transactions

(A) Consumption -276 276 0

(B) Investment 0 0 0

(C) Wages 200 -200 0

(D) Profits 100 -80 0 -20 0 0

(E) Interest on deposits 4 -4 0

(F) Interest on loans -24 24 0

Flow of funds

(G) Net lending NL 0 0 0 0 0 0

(H) ΔD deposits 0

(I) ΔL loans 0

(J) ΔE equity 0

Firms Bank

 

For the sake of completeness, Table 2 displays transactions-flow matrix in the Nikiforos & Zezza (2017) format 

with the data values pertaining to the logical sequence of events shown in Table 1. The profits of the firms amount 

to $80 and are all distributed via dividends to the household sector which spreads its income between 

consumption and paying interest to the bank. All money is destroyed at the end. What is also informative about 

data in Table 2 is that it doesn’t indicate in any way the amounts of money that each agent needed in order to 

complete the cycle. This is because the transactions-flow matrix displays aggregate flows over the period whilst 

the liquidity needed is determined by the peak requirement within the period. 

This model proves that the overdrafts provided based on the expected wages can supply almost the entire money 

mass necessary to run mutual credit-based production inclusive profits. A very small part of the initial financing 

is provided via overdrafts to the firms. Taken from the risk aversion perspective the latter is an equivalent of loans 

in regular banking.  

The overall velocity of money in this example mutual credit model is 1,54 for the period. However, the profits in 

this model don’t hinge on the velocity to be greater than one implying that the money is reused – the feature 

essential to the solution of Keen (2011). The reason why the velocity isn’t kept at one in this mutual credit model 

is because the author purported to simulate a realistic situation not just from the monetary perspective but also 

from the risk aversion perspective. A variant of the mutual credit model can be demonstrated featuring positive 

profits with the overall velocity of money equal to 1.  

The bottom line is that a mutual credit economy working under the rigorous assumptions of the ‘profit paradox’ 

gets enough liquidity and can flourish. Now the question arises how the beneficial properties of the restricted 

example environment can be transferred to a real-life situation. 

4. THE KMS AND THE QUANTITY THEORY 

What is hidden in the rigorous conditions of the ‘profit paradox’ and its solution is the implicit adoption of the 

quantity theory of money. The gist of the ‘profit paradox’ is in showing that a set amount of money provided as 

initial credit can or cannot finance production and profits in one single period. Proving that it can does not mean 

it always would. For instance, in the present-day real economy there is no force that would push a miser to spend 

all his income. Mutual credit theory and implementations, like some other alternative currency initiatives in the 

past, flirt with the idea of negative interest (demurrage) and unsurprisingly, so do the present day central and 

commercial banks. However, demurrage is no solution to the challenge of quantitative control set forth in front of 

the KMS. Demurrage is a second-degree controlling mechanism – it changes interest to regulate money flow. 

Nobody knows how much more money will be spent for each additional percent of negative interest. This 
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controlling mechanism requires feedback, introduces lags and potential instability. The other disadvantage not 

irrelevant in the ever more ecologically aware society is the potential buying spree that would ensue following 

some psychological threshold not unseen in the past periods when money was losing its value too rapidly.  

Assigning adequate overdraft limits to its members is the primary instrument at hand for the KMS monetary 

authority to control the amount of money in circulation and consequently prices, stable exchange and output. This 

method is direct and thus does not hinge on feedbacks, does not introduce lags and is intrinsically stable. In 

addition to that it can be implemented in growth and de-growth scenarios. It does however require a set of 

restrictions to be implemented. Conveniently for the author, these restrictions are a subset of those already 

identified as common to the profit paradox.  

The goal of the KMS is to guarantee that, within the period of interest, agents, by buying new goods and paying for 

services, discharge the amount of money into circulation that matches the available output of new goods and 

services which is more than just implying the existence of market equilibrium. It means creating it.  

In everyday life, money can buy everything that is on the market. This includes services and newly produced goods 

on the one side, and old capital and durable goods on the other. According to the conditions of the ‘profit paradox’ 

and in line with the KMS theory, money in hand should only buy newly produced goods (and services). There is 

little room for this money to buy old capital and durable goods, if any, but surely the supply of money in hand is 

no match for the potentially unlimited supply of old capital goods that are the essence of, for example, the stock 

market. And conversely, money in hand should not remain unused in accounts on the one side while leaving a pile 

of new unsold goods on the other. Supply must match demand. To that end the KMS introduces its enhancements 

explained below under the three titles:  

• Monetary separation of the exchange cycles. 

• The mandatory currency circulation. 

• The thoroughly disaggregated quantity equation and the forecast-based calculation of overdraft limits. 

 

4.1. Monetary separation of the exchange cycles  

The KMS model has built-in mechanisms aimed at suppressing financial transactions and speculation. It basically 

goes along the line of thought already expressed by Keynes (1930) who recommended various monetary policies 

to a Currency Authority contingent upon the needs of what he called Industrial circulation and Financial 

circulation, respectively.  His division of currency circulation between Industrial circulation and Financial 

circulation coincides fairly closely with the division of exchange between the exchange of new goods and services 

and old capital and durable goods as used in this paper. To this end, the KMS proposes a monetary separation 

graded into three levels.  

• The first level consists solely of the real transactions representing the exchange of services and new goods. 

The other two levels consist solely of the financial transactions. The real exchange categorized here as the 

first level is meant to be thoroughly financed by the KMS overdraft facilities wherever and whenever 

necessary. The KMS model describes the KMS acting as a kind of community bank which provides, via 

overdrafts, working capital to the economic agents based on their productive needs. All the KMS currency 

in circulation stems from such an act.  

• The second level consists of the financial transactions which are supported by the KMS. Some of these 

financial transactions represent the KMS’s mechanism of saving – a financial transaction which collects 

money from the investors (i.e. account owners, not the KMS) that is meant to be spent shortly after (in the 

same period). When the money collected is spent on new goods and services this represents a real 

transaction belonging to level 1. Thus, the large scale investment is made possible in the KMS. When 

money is used for any other purpose like for instance to give allowances to family members or to purchase 

a used car this is a financial transaction belonging to level 2. There is no restriction on the kind of financial 

transaction that can be performed with the KMS. However, as will be explained further on, the KMS money 

has an expiry date which pushes it towards consumption in real exchange and hence such financial 

transactions have a very limited space. They do not encroach upon the liquidity needed for the real 

transactions as from the perspective of the real exchange the money involved in financial transactions of 
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level 2 is doing a moonshine job and in the morning, it is fresh and even more eager to perform the real 

purchases. 

• The third level consists of the brunt of the exchange of old capital goods, a kind of which is taking place 

for instance at stock exchanges. This kind of exchange needs its own liquidity and is meant to be supported 

by the other currency. An exchange facility between the KMS currency and the other currency is foreseen 

in the model that would function much like the known crypto exchanges. For a more elaborate explanation 

of the exchange facility see Appendix B, topic “Closed system”. 

The KMS currency can be spent on the real or the financial transactions without limits. Nevertheless, the part of 

the financial circulation supported by the KMS is controlled and treated differently than the real circulation. To 

that end the last publication, (Kavčič, 2020, March) proposes the following setup. Physical and legal persons are 

supposed to have their accounts split into two partitions, one dubbed the “real” account, and one dubbed the 

“financial” account. The financial transactions end up on the financial account, the real transactions end up on the 

real account.  

 

Figure 1:  The real and the financial accounts and transactions 

The structure of the real and the financial accounts is just the framework. Based on that, the control of the financial 

transactions is effectively achieved by the workings of the other two distinctive features of the KMS i.e. by the 

mandatory currency circulation and by the forecast-based calculation of overdraft limits. 

4.2. The mandatory currency circulation 

The KMS model proposes two mechanisms that push currency into circulation: the mandatory periodical clearing 

of the real business accounts and the inverse maturity of deposits on all other accounts. The real business accounts 

are mandated to clear at least once in a period, so all the currency is pushed into circulation. The period referenced 

here is called the mandatory clearing period set by the KMS and is supposed to last between 3-6 months. For 

businesses that have their turnover period longer than the mandatory clearing period there is a special provision 

explained in Kavčič  (2020, March). The turnover period of a business is a period of time in which the account’s 

balance curve repeats its pattern. This notion of turnover period is in special cases an equivalent of the definition 

used by Marx (1867) and Keen (2011): »a time lag between outlaying M and earning M+«. In general, however it 

is not. For a detailed description of the clearing period see Appendix B, section “Single production period 

(production cycle)”. 

The rest of the accounts keep records of the inverse maturity of deposits i.e. credit entries. It means that each credit 

entry in any of these accounts has a maturity date attached to it signaling when the credit entry will become due 

to be charged with progressive negative interest. The maturity of a credit entry is calculated depending on the type 

of the account (household/business, real/financial). The maturity of a credit entry is determined at the time of the 

transaction and thereafter it does not change (Kavčič, 2020, March). In general, the maturity of credit entries in 

the KMS is less and up to the duration of the mandatory clearing period. These two mechanisms push currency 

into circulation with the pace that exactly matches the production. Thus, within one mandatory clearing period 

the amount of money discharged to various recipients like employees, rentiers, subcontractors and vendors as 

payment for goods and services is awaiting and must purchase the amount of goods that are entering the market 

and services that are available. That is how the market equilibrium is created within the KMS. 
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Since the KMS currency is of limited duration, it is not exactly suitable to perform the store of value function. It is 

expected that this function of money would be performed by the other currency. 

4.3. The thoroughly disaggregated quantity equation and the forecast-based calculation of overdraft limits 

Werner (1997) developed his own version of the quantity equation which he named ‘The quantity theory of 

disaggregated credit’. It shows that there are two separate flows of money needed in the economy, one that 

captures the real transactions (those that are part of GDP) and another that captures the financial transactions 

(not part of GDP). In the KMS the quantity equation capturing the real transactions must be calculated for each and 

every economic agent as the basis of the respective overdraft limit that is granted. The underlying assumption of 

this calculation is that the primary principle of the economic prosperity is the repetition of the production cycle of 

each and every economic agent potentially adjusted for the collective growth (de-growth) decisions and individual 

forecasts that diverge from it. 

 

Figure 2: Quasi-real balance curve of an account for a period and the relevant variables 

 

The calculation is based in the quantity equation (Fisher, 1911): 

𝑀𝑉 =  𝑃𝑄                                                             (1) 

where M represents the money stock, and V is the average turnover velocity of money, PQ equals the value of 

transactions (the sum of all prices times the quantities transacted). 

The calculation of the thoroughly disaggregated quantity equation starts with equation (2), a reordered version of 

the quantity equation (1), where to replaces PQ, and m_max - m_min replaces M, v ≡ V. 

   

𝑣 =
𝑡𝑜

𝑚𝑚𝑎𝑥−𝑚𝑚𝑖𝑛
                                                           (2) 

where: 

𝑣          velocity of money 

𝑡𝑜      period turnover, calculated as a sum of all real deposits within a period (𝑡𝑜 = deposits I. + deposits II.) 

𝑚𝑚𝑎𝑥    the maximum quasi-real balance of both accounts (the ‘real’ and the ‘financial’ account) within a period 

𝑚𝑚𝑖𝑛  the minimum quasi-real balance of both accounts (the ‘real’ and the ‘financial’ account) within a period 

Firms have different turnover periods, which determine the revolving cycle of money inflows and outflows and 

thus the quantity of money that a firm needs and gets. The quasi-real balance of both accounts is artificially 

calculated cumulative time function derived at by adding up the real transactions from both accounts (the ‘real’ + 

the ‘financial’) however stripped of purchases of newly produced fixed assets. The omission of fixed assets 

purchases is due to the fact that equation (2) is meant to be used in the calculation of the holder’s overdraft limit 

and will be explained in the following text. Period turnover means period revenue for businesses and period 
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income for households. This calculation works when the beginning balance is equal or greater than the ending 

balance, when not, a slightly different calculation of velocity is necessary. In the opposite case, when the beginning 

balance is smaller than ending balance then to - period turnover from equation (2) should be calculated as a sum 

of all real outlays within a period. The explanation and the proof are presented in (Kavčič, 2020, September). 

The KMS considers all four variables from the above equation as slowly changing and characteristic of each 

account. When calculating the account’s overdraft limit for the coming period, the KMS carries over the value of 

the money velocity and the value of the maximum quasi-real balance from the previous period. The value of the 

turnover in the current period is forecasted, however, it is supposed to only change by a small amount in 

comparison to the previous period. This change mainly depends on the growth (de-growth) rate determined by 

the KMS community, although there is also room for the KMS to follow the individual forecasts. To calculate an 

account’s overdraft limit for the coming period, the equation (2) is reordered, and one new summand is added:  

   𝑚𝑚𝑖𝑛(1) = −
𝑡𝑜(1)

𝑣(0)
+ 𝑚𝑚𝑎𝑥(0) − NCO(0)                                 (3) 

where: 

𝑚𝑚𝑖𝑛(1)  if the value is negative then |𝑚𝑚𝑖𝑛(1)| means the absolute value of the overdraft limit for the coming 

period; if the calculated value is zero or positive then the account does not need an overdraft  

𝑡𝑜(1)         forecasted turnover of an account in the coming period 

𝑣(0)           money velocity of an account in the previous period 

𝑚𝑚𝑎𝑥(0)   the maximum quasi-real balance of the holder’s accounts for the previous period 

𝑁𝐶𝑂(0)   calculated net cash generated by the account holder operating activities for the previous period (for the 

calculation see Appendix C). This summand is supposed to be included only when positive. If NCO(0) 

is negative, then it should be ignored or taken only partially as decided by the KMS contingent upon 

the general liquidity situation. 

Fixed assets cannot be included in the overdraft limit calculation, as the inclusion would cause the KMS to finance 

fixed assets purchases by a corresponding increase in the overdraft limit (i.e. decrease of m_min (1) according to 

the calculation method). Compared to working capital, fixed assets have substantially longer periods of return and 

financing them introduces much higher risks. However, in the aggregate, the exclusion of fixed assets in the 

overdraft limit calculation of each economic agent would deprive the economy of the initial financing up to the 

value of all fixed assets produced in the period. The approach used in the KMS model is that in order to compensate 

for this omission, additional initial financing needs to be provided to the economic agents and to that end the 

NCO(0) summand is included in (3). For the disclosure of the “compensation calculation” and the “compensation 

proof” see Appendix C.  

This additional financing could then be used by agents to pay instalments that come due or to invest before they 

earn within the period. Thus, they dispense into circulation additional money which may in the aggregate 

compensate for the missing liquidity. It may however not, as economic agents act prudently, and they probably 

shun investing before earning. To that end, the KMS calculates the aggregate overdraft that needs to be exploited 

for the forecasted total turnover. In case that this isn’t exploited, the KMS can then implement various means in 

order to fill the gap. One possibility is to exclude completely or partially the negative NCOs from the equation (3) 

as already indicated. 

For the aggregate overdraft calculation, the equivalent of equation (3) can simply be aggregated across all account 

holders to reach the version of the quantity equation valid for the economy.  

The liquidity of a KMS-based economy is thus achieved when the following rule is satisfied: 

∑  𝑚𝑚𝑖𝑛(1) ≤ ∑ −
𝑡𝑜(1)

𝑣(0)
+ ∑ 𝑚𝑚𝑎𝑥(0) − ∑ NCO(0)                                 (4) 

An alternative method leading to the same results is disclosed in Appendix D. 

5. CONCLUSION 
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The broad narrative of the profit paradox and its solutions were used to explain the role and the importance of the 

restricted economic environment for the purpose of monetary control in mutual credit implementations. The 

paper has shown that the rigorous constraints of the profit paradox imply quantitative control of money mass. 

Two more recent solutions to the profit paradox were analysed in more detail. It was shown that the solution of 

Keen (2011) hinges on using the velocity of money greater than one which in some way evades the ideal of the 

restricted environment.  Zezza’s (2011) solution lies in defining the financial cycle in place of the production cycle. 

An improved version of the latter approach was also used by the mutual credit solution to the profit paradox 

explained in this paper. Using transaction-flows matrices it was demonstrated that the mutual credit model can 

produce profits even in the most restricted economic environment imposed by the very narrow boundaries of the 

profit paradox which implies that from the pure macroeconomic perspective mutual credit could crowd out legal 

tender. 

The conditions that make quantity control possible within the example environment of the profit paradox proof 

were migrated into the real-life environment of the mutual credit based monetary system by some enhancements 

introduced to the latter. The enhancements appear in the form of firm rules where there were just 

recommendations and as exact formulas where there were just vague guidelines published or implemented in the 

existing mutual credit theory and practice respectively. The enhancements pertain to three innovative methods 

presented in this paper: monetary separation of the exchange circles, the forecast-based calculation of overdraft 

limits facilitated by the thoroughly disaggregated quantity equation and the mandatory currency circulation. 

The consequence of these innovations is that the currency loses its store of value function. This function must be 

assumed by some other currency.  Thus, the liquidity preference is taken out of the equation and hence it stops 

playing its destabilising role. This leads us to entering an economy where according to Say’s rule supply creates 

its own demand. 

The result is a new form of mutual credit which purports to be more responsive to the economic needs of the 

member base on the one hand and more resilient and stable on the other. For the member base it means that the 

eco systems built around mutual credit implementations could safely offer various financial services and products 

without concern that the basic tenets of mutual credit CC would be breached. The firm rules and the exact 

equations of the thoroughly disaggregated quantity equation presented in this paper translate into the resilience 

and stability of the underlying currency system, which means that the administrators could comfortably manage 

each implementation towards success and growth. 
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APPENDIX A 

Critique of Zezza (Godley and Graziani: Stock-flow Consistent Monetary Circuits, 2011), Page 159: 

“When production is complete firms can sell the output, and as they recover liquidity from sales, they can pay the 

interest to banks, which in turn can use this liquidity to purchase goods or equities from firms. If effective demand is 

equal to output, at the end of the whole (financial) period, firms have received back the entire amount of money they 

own to the banks, including interest, and the value of their profits will equal the value of investment.” 

What Zezza states here is only possible if distributed profits (=dividends) are taken out of the equations and thus 

“the value of their profits” mentioned by Zezza should be actually red as “the value of their undistributed profits 

of the period” and again this can only hold true if the investment mentioned by Zezza is fully self-financed implying 

that there is no net lending on the capital account. The first condition is implicitly worked out by Zezza on page 

160: 

»If firms’ profits are used to purchase consumption goods there will be a simultaneous payment and receipt for the 

firms sector as a whole, and cancel out in ex post balance sheets.« 

Zezza is right in his observation that distributed profits have no bearing on the final ability of firms to pay interest 

to banks however he should have used proper terms in his text. 

Page 163: Zezza presents the equation ∏ = - ΔD as the final result of the manipulation of symbolic algebra 

expressions, starting with the basic accounting identities from social accounting matrices and flow of funds tables.  

Zezza interprets this final equation in the sense that the households’ demand for new deposits should be zero if 

firms are supposed to pay back the initial loan plus interest and conversely, if “households increase their end-of-

period stock of deposits, firms will have a positive end-of-period debt with the banking sector”. These two 

assertions are spot on in their own right however quite misleading if taken as emanating from the equation 

presented as implied by Zezza. Interpreting ∏ = - ΔD to mean that firms must report non-negative profits to be 

able to pay back interest is wrong. Even if ∏ would stand for undistributed profits only, the above implication is 

still wrong. Firms can have negative undistributed profits and are still able to pay back interest for example if they 

disinvest by selling equity. And vice versa, firms can have positive undistributed profits and are not able to pay 

back interest if they fail to acquire enough cash or its equivalents in spite of otherwise profitable operations like 

for instance if they would sell their goods but fail to collect money for that. In the books of the firm, it would imply 

funds in the form of accounts receivable on the one hand and the invoice for interest as expense on the other. In 

the books of the bank the invoice for interest would be entered in the accounts receivable against revenue. This 

situation is not quite in sync with the example environment put forward by Zezza where the two firms produce 

consumer goods only and everything clears.  The situation somehow excludes funds in the form of accounts 

receivable and accounts payable since transactions with the households are supposed to be in the form of cash 

and its equivalents (sight deposits) only.  

Using social matrices and the flow of funds tables as the basis for his reasoning Zezza introduces some ambiguity 

as these instruments are designed to use statistics gathered also from individual businesses’ accounting data 

which is predominantly accrual based. In spite of that, Zezza’s assumptions are consistent with cash-based 

accounting in place of accrual-based accounting. However, the condition implied by Zezza that that firms must 

report non-negative profits to be able to pay back interest is wrong even in case of cash-based accounting as the 

arithmetic’s in the transaction matrix doesn’t differ from the accrual-based example. 

Using Godley’s transaction tables or social accounting matrices (SAM) to explain some macroeconomic truth by 

aggregating the data of individual agents requires some caution. Above all, the author must differentiate between 

gross and net items where the role of the differentiator is played essentially by depreciation. In Zezza’s paper this 

is not clear. Zezza is using the term profit marked with Π, though it can be discerned from the context of Zezza’s 

example that this relates to undistributed profits only. Zezza is unclear about depreciation. Only if the depreciation 

is zero, there would be no difference between gross and net figures. Otherwise, the field in the business column 

should contain gross operating margin, as the investment is calculated gross in the example. 

The biggest surprise in the analysis of Zezza’s solution however lays in its opening setup. To solve the profit 

paradox, Zezza introduces what he calls “a financial period” which is in his words defined as: “(The financial 

period) starts when a loan is made and money is created and ends when the loan is paid back and the money is 

destroyed.”. Taking into account the fact that money must be destroyed at the end, it is practically impossible for 



INTERNATIONAL JOURNAL OF COMMUNITY CURRENCY RESEARCH VOLUME 25 (ISSUE 2, 2021) 42-62 KAVČIČ 

56 

 

the firm not pay its obligations of any kind, be it wages or interest. A firm may even make a loss but would still 

possess enough cash to settle the instalment by selling equity through shares or by borrowing either from 

households or from the bank. With other words in the opening setup Zezza presupposes the solution. However, 

this is not an error. It is just the solution that is hidden in the very definition of the financial period. The rest of 

Zezza’s paper is not superfluous though, but it should be read as an interesting explanation. 

APPENDIX B 

Descriptions of the remaining restrictions 

Single production period (production cycle) 

It is obvious that this “just one circuit requirement” pertains to the theoretical profit paradox example economy 

only and that it is unattainable in any kind of real economy. The latter is characterized almost exactly by the 

opposite requirement i.e. superimposition and repetition of many circuits. The existing definition of circuit coming 

from Graziani makes it impossible to consolidate or compare the two i.e. the example environment of the profit 

paradox and the real economy. Graziani considers the circuit to start with the moment credit is granted and to be 

closed when all the goods were sold, money returned to the bank and destroyed. Graziani does not discuss a 

possibility of a partial return. For instance, when Zezza describes what he calls “the simplest consistent monetary 

circuit” he inadvertently uses two production circuits even if he purports to use just one. Namely, in Zezza’s model 

after receiving the good part of the revenues ($80) due to selling its products to the workers, the owner of firm A 

makes a purchase of goods ($40) from firm B and vice versa, the owner of firm B makes a purchase of goods ($40) 

from firm A.  From the perspective of firm A this actually implies a second circuit. In other words, it is hard if not 

impossible to implement Graziani’s definition even for the most restricted example economy let alone to use this 

definition productively in describing the relation between different economies.  

The KMS theory deals with circulation instead. From the KMS perspective Graziani’s circuit is just one example of 

circulation with a period lasting from start of the circuit to its completion and two nodes: households (workers) 

and firms. The KMS theory focuses on nodes and defines circulation from that inverse perspective saying: each 

node must discharge into circulation the amount of money flowing in within the same period. This surely holds 

true for Graziani’s workers and firms as everything clears at the end by the very definition of the production 

period, but it is much more general and can be utilized for an arbitrary number of nodes (agents or representative 

agents).  

 

Figure 3 Agents’ balance curves for the KMS example 
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Figure 3 shows the KMS perspective on the monetary circuit. Each agent can be viewed separately through its 

balance curve. The focus is not to find the circuit in the itinerary as implied by Graziani (2003), but to find and 

understand the wavelength and minor oscillations within the balance curve of each agent. As a matter of fact based 

on this curve, the thoroughly disaggregated quantity equation (2) and (3) subsumes all the relevant indicators of 

each agent. Explained in different terms, trying to describe all the factual itineraries that money follows before it 

makes a full cycle as proposed by Graziani implies a complexity of the calculus that grows geometrically with the 

number of nodes as opposed to the complexity of the calculus used by the KMS that grows arithmetically with the 

number of nodes. 

The period in the KMS definition obviously can’t pertain to any of the agent’s production periods but it is an 

arbitrary unit called the mandatory clearing period overarching the production periods of the respective agents. 

The mandatory clearing period thus becomes a kind of common denominator of each and every “Graziani’s” circuit.  

There is a special provision in (Kavčič, 2020, March) made for the agents that have production periods longer than 

the mandatory clearing period. The role of the numerator in this analogy belongs to an adjusted form of Graziani’s 

production period. It was already Zezza (Zezza, 2011) who introduced the notion of financial period in place of the 

production period. The definition of the relevant period pertaining to each agent used by the KMS theory is 

transformed a bit further as follows. According to Graziani, firms must first indebt themselves with the bank for 

the value of wages which they pay to their workers and then certain time must pass by till the firms finish their 

products and sell them to earn money by which they pay back the initial loan. What constitutes the monetary 

circuit in a firm that spits out its products with a pace of a machine gun, like for instance the beverage industry? 

The whole production circuit takes maybe a day or two to process the ingredients in some canisters and boilers 

and then off it goes to the bottling and then on the pallets and to the retailers and consumers. Or should we include 

the time needed to grow the particular plants or fruits needed for the beverage as we supposed the existence of 

one integrated firm? The basic assumption of the profit paradox implementing the circuit theory isn't practically 

attainable. If the example assumes a long production period, taking into consideration the time needed to produce 

everything from the seeds on, then the workers (and the rentiers to that matter) would die of starvation in the 

meanwhile. If the example assumes short production periods exhibited by the modern-day production, then the 

firm doesn't need initial financing as it would start selling the moment it opens the gate. It is true that the majority 

of industry needs working capital which is by the accounting standards embodied in their inventory of the various 

stages of completion. However, this working capital in general doesn't need a proportional initial financing. It 

needed initial financing when the factory was constructed and put to use years or even decades ago. At an arbitrary 

moment, the amount of working capital employed according to the accounting standards bears no resemblance to 

the amount of initial financing needed. An economy can start without money and such events happened many 

times in the past. Money can be whisked out of thin air at will of the authorities any time. It is one of the basic 

premises of mutual credit CC as a matter of fact. However, no autonomous economy can really even start without 

stocks (inventory) let alone survive. Before the next harvest, we would all perish even if we could have planted 

anything as there would be no stocks which implies no seeds neither. Thus, the example economy must consider 

inventory and if so, then the relevant monetary circuit isn't determined by production. It is determined by finance. 

Not of the high finance of stock exchanges, and less or more risky financial instruments though, but of a simple 

firm's account balance and its turnover period. The turnover period of a business is a period of time in which the 

account’s balance curve repeats its pattern. This notion of turnover period is in special cases an equivalent of the 

definition used by Marx (1867) and Keen (2011): »a time lag between outlaying M and earning M+«. In general 

however it is not.  When setting up the conditions of the example economy an arbitrary moment in the repetitive 

cycle of »outlaying M and earning M+« must be assumed. This could be a moment when the opposite would hold 

i.e. a moment starting with »earning M+ followed by outlaying M« or any moment in between. From the 

mathematical perspective turnover period equals wave length and the exact moment of earning M+ is analogous 

to a phase shift. Let me demonstrate this by an example of a farmer and a wholesaler who usually buys the farmer's 

crop. In the example moment of observation the farmer completed his harvest and has a full silo of wheat. The 

farmer is just about to earn his M+ while the wholesaler is about to outlay (one of) his M(s). Thus, the role of the 

numerator in the KMS theory is assumed by turnover period. Generalizing the above narrative it can be claimed 

the following: let an economy consist of agents that have turnover periods shorter than the mandatory clearing 

period and let every agent discharge into circulation the amount of money that it earns within the mandatory 

clearing period then the economy can resemble the example environment of the profit paradox with the rest of its 

salient properties and in particular the set amount of the initial  financing (money) required to satisfy all needs for 

new goods and services. 
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Cash based accounting & the only and final means of payment 

Godley’s transaction flow matrices utilize data of national accounts (SNA, NIPA) which are predominantly accrual 

based. However, the accounting identities subsumed in these matrices might still hold even when the underlying 

data would be cash based.  

The difference between accrual based and cash based balances within each individual agent might cancel out each 

other on the aggregate level. Taking a comprehensive statement of cash flows (Kieso, Weygandt, & Warfield, 2020), 

illustration 5.24. as the basis, this surely holds true for the items: “Increase in accounts receivable” and “Decrease 

in accounts payable”. What remains are: depreciation and change in inventory. The change in inventory does not 

cancel out among individual agents on the aggregate level, but does not represent a serious sum either. The only 

relevant item is depreciation (and similar like amortization and depletion) which comprise what is called 

consumption of fixed capital usually amounting to round 10% of GDP or more.  

Interestingly, consumption of fixed capital is also the differentiator between the net and gross figures in national 

accounts. In the second column of the transaction flow matrix (Godley & Lavoie, 2007) appear the expenditure and 

income components of the gross domestic product (GDP). This implies that the investment must be taken gross by 

aggregating the purchases of new fixed assets without subtracting the calculated consumption of fixed capital. This 

holds true even when the purchases amount to zero as is the case in Zezza’s example. The profits should also be 

taken gross then, meaning inclusive of depreciation (and other elements comprising the consumption of fixed 

capital), but this is not the case with Zezza’s example as there is no consumption of fixed capital taking place.  

So, what we have in the second column of the transaction flow matrix is (Godley & Lavoie, 2007): 

Y = C + I + G = WB + F + INTf + T                                                   (5) 

Ignoring the government we arrive at Zezza’s example: 

Y = C + I  = WB + F + INTf                                                          (6) 

 

Where: 

C – consumption, 

I – investment, 

WB – wage bill, 

F – profits (equal to gross operating surplus GOS) 

INTf – interest payments 

Transformed we get: 

C + I – WB – GOS – INTf = 0                                                       (7) 

From SNA (System of National Accounts 2008, 2009) we get: 

GOS = NOS + CFC                                                                  (8) 

Where: 

GOS - gross operating surplus, 

NOS – net operating surplus 

CFC – consumption of fixed capital (equal to depreciation, amortization of intangible assets, depletion and similar). 

 

Using the statement of cash flows from (Kieso, Weygandt, & Warfield, 2020) the following accounting identity can 

be laid down: 
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NCO = NI + CFC + ΔINV + ΔIBI                                                      (9) 

 

Where: 

NCO – net cash from operating activities 

NI – net income 

CFC – consumption of fixed capital (equal to depreciation, amortization of intangible assets, depletion and smilar). 

ΔINV – changes in inventory 

ΔIBI – inter-balancing items that cancel out in the aggregate like for instance “Increase in accounts receivable” and 

“Decrease in accounts payable”. 

Transiting from an individual agent to the aggregate domain, the inter-balancing items disappear and changes in 

inventory can be neglected. Then we get 

NCO = NI + CFC                                                                          (10) 

And consequently merging equation (8) and (10) we arrive at: 

NCO = GOS                                                                             (11) 

Then (3) can be rewritten as: 

C + I – WB – NCO – INTf = 0                                                       (12) 

where all of the summands represent cash based items. (12) proves that Zezza’s example is correct if it is 

interpreted as cash based not just in the particular, but also in general when consumption of fixed capital would 

take place.  

However there is more that can be taken from (12). The fact that net cash from operations equals gross operating 

surplus is very convenient as it eliminates the biggest unknown in the national accounts i.e. the consumption of 

fixed capital.  

The KMS money is the real money in line with (Graziani, 2003) performing the role of final payment. This means 

that all payments related to the real economy must utilize the KMS money.  The agents that exploit overdrafts must 

pledge their future output to the KMS bank and can redeem their debt only by the KMS money. The agents that are 

auto-financed are interested to get rid of the “bad” money as soon as possible in line with Gresham’s law as the 

KMS money loses its value at maturity and is in that sense bad. Agents are provided with the requisite funds to 

deliver their output via overdrafts. There is no room neither is there any need for near-money 11 to be used instead 

of the KMS money for the real economy and related financial transactions. Consequently, in the KMS type of 

economy the community bank or a syndicate of community banks manages all the relevant GDP related 

transactions and hence holds possession of the data which constitute the model according to (Godley & Lavoie, 

2007). In comparison to gross operating surplus, its replacement net cash from operations is thus available to 

central banks and other statistical organizations without contentious accounting tweaks and is available online. 

If the data that is otherwise imputed into the tables, like for instance homeowners income, is purposely ignored or 

extrapolated, then the system can feed a model that can be used to steer the economy online compared to the 

present data availability with delays of a quarter or more. It should be noted that such setup is ideal for the 

application of AI algorithms that would relief the authorities and investors of much of the effort for the common 

good. 

A closed system 

Zezza’s example is understandably a closed system as is usual for the elementary models in order to avoid 

complexity. It means it has no exports and imports at all. No realistic economy can be closed in that sense. However, 

adopting the principle of clearing (Schumacher, 1943), an economy can operate in a kind of semi-closed mood, 

 
1 In their critique of the Full reserve banking initiative Sawyer & Fontana (2016) contend that Full reserve banking arrangements would soon 
be undermined by the powerful incentives for banks, non-bank financial intermediaries and shadow banking to create near-moneys. 
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retaining  the benefit of simplicity on the one hand and letting agents exchange their goods and services freely for 

their benefit on the other. In that sense the KMS economy is designed to maintain a special “rest of the world” 

(ROW) account and assigns it with a proportionate overdraft (Kavčič, 2020, March). In addition to that, the KMS is 

supposed to facilitate an exchange facility which would enable agents to exchange freely the KMS money for any 

other.  

None of the above arrangements changes the nature of mutual credit either principally or practically. When the 

exchange with some other economy is balanced, there is no direct effect on the GDP, but indirectly exchange 

increases satisfaction of agents, increases usability of exchanged goods and promotes growth. When the KMS 

money is exchanged among the members of the community, there is no negative impact on the balances in the KMS 

bank. The exchange transaction just shifts funds from one account to the other, one agent steps in in place of the 

other one. The other currency or even some other financial instrument that is the subject of exchange does not 

enter in the KMS economy at all. The situation is best explained by the analogy with Bitcoin. The nature of Bitcoin 

has not changed since its inception. It is expressed in mathematical and logical terms and profoundly transparent. 

It was such when only a bunch of geeks knew it and used it as a game token and it is the same now with its market 

capitalization of a few hundred billion dollars. This market capitalization is expressed in dollars, in Bitcoins the 

whole money mass will never exceed 21 million. The bottom line is that exchange is good as long as it is balanced 

and the KMS is designed to keep it so. 

APPENDIX C 

The compensation calculation 

Equation (3) indicates that in order to calculate the proper overdraft limit of each economic agent (business), 

calculated “net cash by the operating activities” abbreviated to NCO needs to be included in (3). NCO is an 

accounting item that appears on the statement of cash flows. It is a cash-based equivalent of net income (USA) or 

profit (UK). According to Kieso & Weygandt (2020), net cash is usually calculated via the indirect method but it 

can be also calculated via the direct method. NCO calculation according to the indirect method:  

Net cash by the operating activities = net income – depreciation – net changes in accounts receivables and payables 

– net changes in prepaid expenses.  

NCO calculation according to the direct method takes data directly from accounts receivables and accounts 

payables. However, within the KMS, NCO of each economic agent can be calculated by the KMS also in an alternative 

manner. The calculation uses the basic Statement of cash flows accounting identity (Kieso, Weygandt, & Warfield, 

2020): 

NC = NCO + NCI + NCF                                                         (13) 

where: 

NC     net increase/decrease in cash.  

NCO    net cash provided/used by operating activities 

NCI    net cash provided/used by investing activities.  

NCF   net cash provided/used by financing activities.  

Generally, due to the ledger type of currency, in the KMS the above variables can be calculated for each respective 

account holder directly from transactions provided that all transactions are marked accordingly either due to 

regulatory or KMS requirements. Thus: 

NC     net increase/decrease in cash. Can be calculated as the difference between the ending and the beginning 

value of the summed up balance of both accounts (the real and the financial partition/account). 

NCO  net cash provided/used by operating activities. Can be calculated as the difference between the ending and 

the beginning value of the narrow quasi-real balance. The narrow quasi-real balance is artificially calculated 

cumulative time function derived at by adding up the real transactions from both accounts (the ‘real’ + the 

‘financial’) however stripped of the purchases of newly produced fixed assets and also stripped of the dividends 

as these two types of real transactions are deemed investing activities from the accounting perspective. Thus the 

narrow quasi-real balance equals quasi-real balance as defined for (2) further stripped of the dividends. 
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NCI and NCF however don’t need to be calculated separately because NCO which is needed in (3) can be calculated 

directly. Even when NCO would be calculated from (13) as the balancing item, it would suffice to calculate just the 

sum of both (NCI + NCF) for that purpose which makes sense because it might require some extra and unnecessary 

efforts to mark transactions with the purpose of discerning between the investing and the financing ones. Thus: 

NCI + NCF  the sum of both variables can be calculated as the difference between the ending and the beginning 

value of the balance of all financial transactions from both accounts (the ‘real’ + the ‘financial’) with the added up 

real transactions belonging to the purchases of newly produced fixed assets and to the dividends. 

The compensation proof 

For the sake of the compensation calculation the accounting identity (13) can be written for the real flows and for 

the financial flows separately as both flows are clearly discernible and each of them satisfies on its own the double 

entry accounting principle. The accounting identity dealing with the real flows can be then written as: 

NCr = NCOr + NCIr + NCFr                                                 (14) 

where the ending r denotes the real part (according to the KMS criterion) of the respective accounting item. 

(13) is a form of statement of cash flows and thus meant originally for businesses and eventually for other 

institutions like for instance government, state agencies and other political bodies. It isn’t meant for households. 

Nevertheless, it can be applied to them as well. In the same way as NCOr is calculated for businesses as the 

aggregate of all real transactions, so it can be calculated for the households as well and it represents their saving– 

the amount that they don’t spend on consumption. NCIr for households is zero, as households don’t buy fixed 

assets by the definition of the GDP calculation. NCFr can also be calculated for households as the aggregate of the 

real financial transactions. It is important to note here that “real” in NCFr means “real” from the KMS perspective 

i.e. basically a transaction that contributes to the GDP. Further on “financial” in NCFr means “financial” from the 

accounting perspective meaning an income or an outlay not related to the operations.  (14) can be aggregated 

across all economic agents: 

∑ NCr = ∑ NCOr +  ∑ NCIr +  ∑ NCFr                                         (15) 

On the left hand side we have the sum of all real transactions aggregated across all agents. It equals zero because 

the real transactions on its own satisfy the double entry accounting principle. The third summand on the right 

hand side ∑▒NCFr represents dividends only, as all other items in the calculation of NCFr (net cash provided or 

used by the business financing activities) represent financial transactions from the KMS (and GDP) perspective. 

The dividends however cancel each other across all agents and what remains is: 

∑ NCOr = − ∑ NCIr                                                        (16) 

With other words, using the cash based accounting identities, aggregate net cash from operating activities equals 

the aggregate of fixed assets purchased within the KMS economy. (16) is a cash based equivalent of the saving = 

investment identity. When the overdraft limit of each agent calculated by (2) is increased for the value of net cash 

from operating activities as implied by (3), then in the aggregate this compensates for the missing liquidity due to 

the omission of fixed assets in the quasi-balance curve used in the overdraft limit calculation. 

APPENDIX D 

For the aggregate overdraft calculation the equivalent of equation (3) is simply aggregated across all account 

holders to reach the version of the quantity equation valid for the economy. This appendix discloses an alternative 

and potentially simpler method. Instead of considering the holder’s accounts, stripped of purchases of fixed assets, 

the balance of the accounts should be taken inclusive of purchases of fixed assets, but still stripped of all financial 

transactions: 

𝑣′ =
𝑡𝑜

𝑚′𝑚𝑎𝑥−𝑚′𝑚𝑖𝑛
                                                          (17) 
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where: 

𝑣′          velocity of money for the real balance 

𝑡𝑜       period turnover, calculated as a sum of all deposits within a period (the same as in equation (2)) 

𝑚′𝑚𝑎𝑥    the maximum real balance of the holder’s accounts within a period 

𝑚′𝑚𝑖𝑛     the minimum real balance of the holder’s accounts within a period 

The real balance of the holder’s accounts is the balance of both accounts, stripped of all financial transactions, but 

inclusive of all real transactions (meaning that purchases of fixed assets are included). The basis for the aggregate 

overdraft limit calculation is then: 

 𝑚′𝑚𝑖𝑛(1) = −
𝑡𝑜(1)

𝑣′(0)
+ 𝑚′𝑚𝑎𝑥(0)                                              (18) 

where: 

𝑚′𝑚𝑖𝑛(1)   a theoretical overdraft limit for account i to be used in the aggregate calculation; equation (18) is not 

used to calculate individual overdraft limits 

𝑡𝑜(1)          forecasted turnover of an account in the coming period 

𝑣′(0)         money velocity of an account in the previous period calculated based on the real balance 

𝑚′𝑚𝑎𝑥(0)     the maximum real balance of an account for the previous period 

Equation (18) can be aggregated across all account holders for the entire economy.   

∑  𝑚𝑚𝑖𝑛(𝑖)(1) = ∑ −
𝑡𝑜(𝑖)(1)

𝑣′(𝑖)(0)
+ ∑ 𝑚′max(𝑖)(0)                                 (19) 

The liquidity of a KMS-based economy is then achieved when the following rule is satisfied: 

∑  𝑚𝑚𝑖𝑛(𝑖)(1) ≤ ∑ −
𝑡𝑜(𝑖)(1)

𝑣′(𝑖)(0)
+ ∑ 𝑚′max(𝑖)(0)                              (20) 
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ABSTRACT  

This paper investigates the recent local currency initiatives in Switzerland. These currencies are considered by 

their founders as a tool for a necessary socioecological transition. The study mobilizes the concept of grassroots 

social innovation and considers alternative currency clusters as a niche within the multi-level perspective of 

sustainability transitions. To challenge the dominant monetary regime, a local currency niche must acquire a 

certain strength which can be expressed in diffusion dynamics of four types: replication, scaling up, translation 

and innovative scope. A framework of these niche dynamics is used to analyze the emergence and diffusion of eight 

associative local currency schemes. Data for this multiple case study were collected via interviews, documentation 

and observation. Results show that the local currencies in Switzerland were created independently by small 

groups of people active in the ecological transition movement and the social and solidarity economy. Founders 

exchange among each other in a loose network, and more experienced actors support new projects with practical 

advice. In terms of business members and regular individual users, the currency associations have difficulties to 

reach a critical mass. What is more, support from public entities and more established actors is rather lukewarm. 

Despite collective efforts and a lot of enthusiasm, the influence of the currency niche remains therefore limited. 
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1. INTRODUCTION 

In the last few years, several associative local currencies have been created in Switzerland. While these initiatives 

take different forms, they all share the vision of a more localized and sustainable economy and view local 

currencies as a tool for a socio-ecological transition. The founders are critical towards different aspects of the 

dominant monetary system, which they seek to transform. Overall, these monetary schemes can be designated as 

transition currencies, a term associated with local currencies in the United Kingdom (North 2010a; Ryan-Collins 

2011).  

The somewhat unexpected appearance of these local currencies in a relatively short time frame and in different 

parts of the country leads to several questions: How did the initiatives of new local currencies emerge? To what 

extent did actors of different initiatives exchange and learn from each other? And what are the diffusion dynamics 

of these local currencies? 

To address these questions, we conceptualize local currencies as grassroots innovations, created by civil society 

actors as tools for advancing sustainable transitions (Seyfang and Smith 2007, Smith et al. 2016). According to 

different authors, the impact of these bottom-up initiatives is often limited (North 2014; Michel and Hudon 2015; 

Blanc and Fare 2018). Consequently, the questions of their viability and diffusion dynamic are of crucial 

importance (Hermans et al. 2016; van Lunenburg et al. 2020). Conceptualized within the multi-level perspective 

of sustainability transitions (Geels 2011), local currencies need to have a certain strength to influence a non-

sustainable monetary regime. Building on the research of Seyfang and Longhurst on alternative currency clusters 

(2013a, 2016), we discuss different forms of diffusion - namely diffusion by replication, diffusion by growth, 

diffusion by institutional transformation and diffusion by scope enlargement - and we mobilize these forms to 

analyze the current state of the currency cluster. The overall aim of the paper is to present a framework to assess 

the strength of associative local currency clusters, to portray the local currency scene in Switzerland, and to 

analyze the possible formation of a sustainable grassroots innovation niche. 

The paper proceeds as follows. We first lay out our analytical framework, mobilizing the concepts of grassroots 

innovations and of diffusion dynamics. We then introduce the case study design and methodology. After the 

presentation and a short comparison of the different local currency initiatives in Switzerland, we analyze their 

diffusion pathways, thereby deepening our understanding of the dynamics of this recent alternative currency 

movement. 

2. LOCAL CURRENCIES AS GRASSROOTS INNOVATION NICHE 

To analyze the emergence and dynamics of local currencies, it is fruitful to conceptualize them within the multi-

level perspective on sustainability transitions. This section starts with some fundamental characteristics of 

associative local currencies. It then discusses the rationale of this form of grassroots innovation and explains how 

local currency initiatives are positioned at the niche level to challenge the dominant monetary regime. 

Local currencies are designated as complementary or alternative currencies which circulate in a geographically 

restricted territory on a subnational level or, rarely, covering a binational region. Usually, local currencies are 

created as a tool to support the local economy and small businesses by reducing monetary “leakages” outside a 

designated region. As evidenced by a study of France, the size of the territory and population covered by a local 

currency system varies considerably (Blanc et al. 2020: 43). Small schemes comprise less than ten thousand 

potential users; large networks encompass over a million potential users. Most local currencies are convertible 

and paper-based. Some are also based on platforms which enable electronic payments, and a few exist only in 

electronic form. 

Following Blanc (2018), and based on Polanyi’s terms, the local currencies under study are a form of modern 

special purpose money. While some local currencies are introduced by local or regional government as they expect 

public benefits, they are most often launched by civil society actors and are designated by Blanc as a type of “fixed-

value associative currency” (2018). The term associative refers to the issuer of the money which is neither a public 

entity, nor a commercial group, but a not-for-profit association. In another typology of complementary currencies, 

Blanc designates associative local currencies as “economic projects” guided by market exchange, in contrast to 

territorial projects (guided by redistribution) and social projects (guided by reciprocity) (2011). In practice, 

however, these currencies also present elements of reciprocity as shown by Degens (2016, 2018) and, with the 

involvement of subnational public entities, elements of redistribution. 
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Associative monetary initiatives can be qualified as grassroots social innovations, defined as “innovative networks 

of activists and organizations that lead bottom-up solutions for sustainable development; solutions that respond 

to the local situation and the interests and values of the communities involved” (Seyfang and Smith 2007: 585). 

Contrary to market-based innovations where the main driving force is profit, grassroots innovations' driving force 

is social need and alternative values. Its resource base is mainly volunteer work and different types of subsidies, 

rather than income from commercial activity (Seyfang and Smith 2007: 592). Seyfang and Smith mention farmers’ 

markets, vegetable growing cooperatives and social recycling enterprises as examples of “grassroots innovations 

for sustainable development” (585). Other researched sectors are community energy production, co-housing, 

appropriate technology and community currencies (Hossain 2018; Smith et al. 2016). 

Indeed, at the origin of associative local currencies are citizens’ initiatives which frame themselves as being part 

of the socioecological transition movement and against neoliberal globalization. The purpose is to re-embed the 

economy into society and nature (Fare 2016: 11) by means of democratizing the economy and shrinking the 

societal metabolism. The main innovation lies in the creation of monetary alternatives and the democratization of 

money on a regional level. A regionalized economy is said to be more resilient to economic shocks and less energy 

intensive (North 2010b). Economic relocalization would also entail the deglobalization of negative environmental 

impacts and create more pressure to reduce destructive economic activities. Volunteer work and subsidies are the 

prevalent resources for local currency initiatives (Blanc and Fare 2018). 

Within the multi-level perspective on sustainability transitions, monetary grassroots initiatives are also 

conceptualized as social niche innovations which demonstrate that alternatives to the dominant socio-technical 

regime are possible (Seyfang and Longhurst 2013a). The multi-level perspective on sustainability transitions 

conceptualizes interdependent dynamics of three societal levels (Geels 2011). Niche innovations are situated at 

the lowest level (Geels 2011: 26).  The socio-technical regime is on the middle level and represents the dominant 

institutions in a selected societal sector such as agriculture, transportation, or money. Niche innovations 

potentially influence or even challenge the dominant regime. The third level is called socio-technical landscape. 

Regarding the other two levels, it presents an exogenous force made of demographic trends, dominant values, the 

material base, and macroeconomic patterns (Geels 2011: 28). Transitions are defined as “shifts from one regime 

to another” (Geels 2011: 26). Slow but profound changes in the landscape and shocks such as an economic 

depression put pressure on the regime level. Also, changes at the landscape level can open windows of opportunity 

at the niche level (Geels 2011: 29). 

Regarding currency alternatives, the relevant dominant institution is the national monetary regime which can be 

criticized from a sustainability perspective on at least three points:1 Money creation is undemocratic (1), money 

creation promotes environmentally and socially harmful practices (2), money circulation also promotes these 

harmful practices (3). First, money creation is controlled by the central bank and by commercial banks where 

citizens have no say. Second, money is mainly created via credit by commercial banks. The only criteria for bank 

lending are the creditworthiness of the debtor and his capacity to pay back the debt. Third, the circulation of money 

is not subject to social or environmental norms. The high fungibility of the general-purpose national currency 

allows for harmful consumption and investment. Monetary grassroot initiatives challenge this regime by creating 

an ethical and “better” money (Thiel 2011a). With the development of monetary alternatives, they hope that other 

actors “will be influenced by the power of the example” (Geels 2011: 33) or that an external shock opens new 

spaces for these niche innovations to flourish. 

3. NICHE BUILDING AND DIFFUSION OF LOCAL CURRENCIES 

If associative local currency initiatives want to effectively weaken the dominant monetary regime, they must grow 

and institutionalize as a cluster.2 This section presents the analytical tool to measure diffusion and scale dynamics 

of associative local currency niches. We start by briefly mentioning the issue of sustainability of past local currency 

clusters. We then discuss the different dimensions of scaling for grassroots innovations and how they can be 

applied to analyze the strength of these currency alternatives. For this purpose, we present the findings of Seyfang 

and Longhurst (2013a, 2016) and we expand on the three dimensions pointed out by the authors: replication, 

scaling up (growth) and translation. We then discuss and add innovative scope as a fourth dimension. 

 
1 For a complementary critic of the monetary system see Lietaer et al. (2012): Money and Sustainability: the Missing Link. 
2 This does not mean that currency experimentations do not have value on their own. 
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When one looks at historical dynamics of national local currency clusters, the typical story starts with emerging 

pioneers, sometimes creating a currency boom with a multiplication of initiatives. This stage is followed by a 

plateau where ceasing initiatives and new initiatives hold the balance. Finally, the number of initiatives declines 

and only some local currencies remain in circulation. For example, when Collom (2005: 1573) researched “all of 

the local currency systems using printed money in the US” in the aftermath of a currency boom which had started 

in the early nineties, he found only 17 active systems out of 82 initiatives. The same pattern was also observed in 

Germany. A boom started around 2005 (Thiel 2011b), but far fewer currencies were in circulation ten years later 

(Leinert 2016). These trajectories indicate a difficulty in maintaining dynamic currency clusters over time. 

In their research, Seyfang and Longhurst identify and evaluate niche building and diffusion processes among four 

types of community currencies (2013a, 2016). To study the relation between niche activity and diffusion success, 

Seyfang and Longhurst selected twelve currency clusters (2016), four of which were local currency niches 

(German Regiogelder, UK transition currencies, French SOL, Brazilian community banks). Effective internal and 

external networking, the construction of shared visions and expectations, learning, as well as the emergence of 

national currency networks are crucial elements for the building of community currency niches. As for the measure 

of diffusion success and the potential influence on the regime level, the authors distinguish three dimensions: 

replication, the growth of projects in scale and the translation of niche ideas into mainstream settings (2013a: 883; 

2016: 9-10).3 They generally found that niche activity is positively correlated with diffusion (replication, scaling-

up, translation) but high niche activity is not a necessary condition for replication: “high levels of replication can 

occur without extensive niche activity and vice-versa” (2016: 14). Also, networking between individual initiatives 

was “most strongly linked to diffusion success” (19) and the sociopolitical context also influenced diffusion (20).  

3.1 Replication 

Replication is the first type of diffusion and corresponds to the number of local currency initiatives. More than 100 

initiatives per national cluster is considered to be a very high replication rate by Seyfang and Longhurst (2016: 

10). To measure and compare the success of replication, we think that the number of initiatives should be put in 

relation to the population size of the corresponding territory (the national level for example). The authors 

distinguish three modes of replication. Reactive replication is the independent building of new initiatives, 

proactive replication involves an intermediary actor such as a national body actively promoting new initiatives 

and managed replication requires the permission of a central accreditation body (2016: 15). As this third type is a 

more centralized model, its fit into the definition of grassroots innovations can be questioned. The relationship 

between niche activity and replication seems to depend on the type of community currency. In the case of local 

currencies, replication remained comparatively low, despite a relatively high level of niche activity. According to 

the authors, this is due to the higher complexity and the high networking requirements of local currency initiatives 

compared to other currency systems. 

3.2 Up-scaling 

The second type of diffusion is up-scaling. It relates to the growth and the size of the local currency niche. To 

measure the size of the niche, Seyfang and Longhurst counted the number of users for the largest-known individual 

initiative of each cluster (2016: 16). A user base over 1000 people was considered as very high.4 For local currency 

initiatives, other measures or a combination of measures might also be suitable: the number of participating 

businesses and the amount of circulating money. Again, we think that the measure of the size should be put in 

relation with the territory covered by the initiatives. And instead of only taking the largest initiative, the mean size 

of the cluster could be considered. 

3.3 Translation 

Translation is a third measure of diffusion. It occurs when elements and values of the grassroots innovation are 

adopted by new types of actors and by the incumbent regime (Seyfang and Longhurst 2016: 17; Boyer 2018: 34). 

While no clear measure for translation is proposed by Seyfang and Longhurst, only some translation seems to have 

occurred for one of the four local currencies (2016: 13, 17). The national monetary regime is regulated by the state. 

Therefore, our proposition to measure translation concentrates on the three administrative levels: national, 

regional, and municipal. On each of the three levels, translation in the form of governmental support can take 

 
3 For different dimensions of “upscaling” and “outscaling” of grassroots innovations also see Hermans et al. (2016). 
4 Only one of the local currency clusters had a currency with a user base higher than 1000 people (Seyfang and Longhurst 2016: 10,11). 
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different dimensions and depth. Building on the analysis of Blanc and Fare (2013) we propose the following 

dimensions for translation. First, as state has the monopoly of creating legal tender, there is the dimension of legal 

recognition at the national level. Associative local currencies can be illegal, tolerated, or legally recognized and 

supported. For example, the complementary currency WIR has legal recognition in Switzerland, as well as local 

currencies in France since 2014. Second, currency initiatives get financial support (Blanc and Fare 2013: 73): 

public subsidies for the organizational structure, for employees or the provision of office space. Third, local 

currencies are accepted as means of payment by public entities. This can take different forms and occur to different 

extents: the payment of various services, taxes, public transport tickets, electricity bills. And finally, alternative 

currencies are used as public policy tool (Blanc and Fare 2013: 74). Subsidizing the exchange of convertible local 

currency and utilizing local money for public procurement or social policies are different ways of bringing these 

currencies into circulation. The three latter dimensions refer essentially to the regional and local level. 

3.4 Innovative scope 

We propose innovative scope as a fourth diffusion pathway. Innovative scope refers to the combination of different 

services and the building of an alternative monetary and financial ecosystem. A broad panoply of services responds 

to different user needs and has a higher potential to challenge the dominant regime. Most associative local 

currencies start with a paper version. A first and obvious addition is the possibility of electronic payments which 

allows an easier transfer of higher amounts, notably between professional users. The lending of money would be 

another enlargement. Different types of credit are possible: mutual credit between individuals (LETS type) and 

between professionals like the Sardex initiative (Motta et al. 2017), the use of the collateral of convertible 

currencies or even “bank credit” as in the example of the WIR currency. These enlargements could also be achieved 

through collaboration with other initiatives, notably alternative banks. 

These four proposed and refined dimensions will be used to deepen the analysis of the emergence and diffusion 

of a local currency niche. The recent emergence of local currency initiatives in France (Blanc et al. 2020), Belgium 

and Switzerland (Place et al. 2018) hasn’t been studied within the grassroots innovation perspective. Among them, 

our choice falls on Switzerland which seems to be the least studied case. Its dynamic but still limited number of 

local currencies allow for a qualitative in-depth analysis of the emerging cluster. 

4. METHODOLOGY 

The research relies on a case study design which is considered as one of the five main qualitative research designs 

(Creswell and Poth 2018). As an “empirical inquiry that investigates a contemporary phenomenon in depth and 

within its real-life context” (Yin 2009: 18) a case study is particularly appropriate for analyzing the emergence and 

dynamics of associative local currencies. We consider the national currency cluster as an overarching case 

comprising single currency initiatives as subcases or as embedded cases. Our interest in the case is both intrinsic 

and instrumental (Stake 2000: 437). The case study is intrinsic in the sense that we aim to better understand this 

particular case; it is instrumental because we wish to gain general insight into the diffusion dynamics of alternative 

currencies. The case boundaries are set by including all local currencies circulating in Switzerland between 2010 

and 2020 as well as one initiative whose currency has yet to be launched. This leads to eight subcases being part 

of the same national cluster (Table I). We did not include merchant and public initiatives such as the currency 

Abeille in La Chaux-de-Fonds which only aim for circulation from consumers to businesses. Finally, we did not 

include groups or individuals discussing the possibility of creating a local currency but who did not take a decision 

to start the development process. Active currency initiatives are present in the public sphere, with websites, on 

social media and to a lesser extent in traditional media. Therefore, it was not difficult to find all the subcases of the 

cluster. 

Case studies build on different sources of information (Yin 2009: 99). We conducted interviews with the founders, 

we gathered documentation and we observed various events. These activities took place between September 2018 

and July 2019. We conducted nine semi-structured interviews on site with at least one of the founders of all eight 

currency initiatives. Two interviews were conducted with two founders present. The interviews were conducted 

in French and German. As most initiatives were recent, all but two interviewed people still had a leading role in 

the currency association. We also spoke informally to other people active in the local currency scene and noted 

relevant insights. The interview questions covered the history and evolution of the currency, the initiators’ 

motivations, the mechanism of the scheme and governance structure, human and financial resources, network 

activities and diffusion. The collected documentation from the currency associations comprised general 
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information for consumers and professionals, statutes, ethical charters, FAQ’s, as well as lists of participating 

businesses. Most of this documentation was available on the websites of the currency associations. We also 

collected newspaper articles mentioning the researched currencies. As an observer, we assisted at general 

assemblies and informational events of different initiatives. We also took part in some association meetings and 

participated in two activities of local exchange points which were present at public events. Finally, we had the 

chance to assist at the launch event of the Épi, one of the local currencies. 

To analyze the information, we employed two main analytical strategies. The first strategy consists in the 

development of a case description (Yin 2009: 131). The data obtained through document analysis allowed us to 

understand the history and functioning of the associations as well as the workings of the respective currency 

systems. The information served to establish the main characteristics of each local currency. Information from the 

interviews allowed us to complete this descriptive picture. The second strategy was to “follow the theoretical 

propositions that lead to your case study” (Yin 2009: 130). In our case, these are the concepts mobilized in our 

framework on grassroots innovation and diffusion dynamics of associative local currencies. Hence, the interviews 

were analyzed thematically with our predetermined categories (origin, rational for development, development 

process, networking, learning, replication, up-scaling, translation, innovative scope). Our participation at events 

of local currency associations provided excellent insights on everyday activities and challenges of the initiatives. 

5. CHARACTERISTICS OF LOCAL CURRENCIES IN SWITZERLAND 

At the time of our inquiry in 2019, five paper-based local currencies were in circulation in different regions of 

Switzerland (Table I). One of them, the Léman currency, was also present in neighbouring France. The Bonobo and 

the Farinet ended their circulation in mid-2018 and end of 2019 respectively. The Grue has been launched in 2020 

and the Dragon has yet to be launched. Only the Netzbon has been in circulation before 2015. The time between 

the first ideas for a new currency and the launch event varied between one and five years. In the period considered 

(2010-2019), discussions on currency initiatives in other regions of Switzerland did not advance to formalized 

projects. The currencies are issued by associations and one cooperative; involvement by municipalities or other 

public entities is rather low. 

Considering the relatively small Swiss population of 8.6 million residents, we can speak of a local currency boom. 

Table I shows the name, year of launch, region, type of region as well as the creation mechanism or type of backing 

for each currency. All currencies have a fixed exchange rate of 1 to 1 by the Swiss Franc and, except for the 

Eulachtaler, they are all backed with the Swiss Franc. If needed, businesses have the possibility to reconvert local 

money to Swiss Francs for a small fee. Apart from a larger presence in French-speaking Switzerland, no 

geographical or socio-economical pattern is visible. There are currencies in urban, rural and mixed areas. 

 

Name Period of circulation Region Type of region Backing 

NetzBon 2005- City of Basel Urban National currency 

Bonobo 2015-2018 City of Berne Urban National currency 

Léman 2015- Lemanic bassin Rather urban National currency 

Eulachtaler 2016- Winterthur and region Urban Goods and services 

Farinet 2017-2019 Valais (french speaking part) Mixed National currency 

Épi 2018- Gros de Vaud - Piéd du Jura Rural National currency 

Grue 2020- Gruyère, P. d'en H., S.land Rural National currency 

Dragon 2021? Canton of Fribourg Mixed (National currency) 

Table I: Geographical characteristics of local currencies 

Table II shows more characteristics of each currency. The population size of the covered areas varies widely from 

60 000 up to a million people. Without surprise, we observe that the number of participating businesses and 
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exchange points tend to grow with the population size. An exception is the Eulachtaler. Its few participating 

businesses also act as exchange points. The low number is notably due to its more demanding membership criteria. 

Finally, Table II also shows the approximate amount of money issued by the currency association. 

 

Name Population 
Participating 

businesses 

Population per 

business 

Exchange 

points 
Issued amount 

NetzBon 190 000 135 1437 8 60 000 

Bonobo 130 000 (30) (4467) 1 15 000 

Léman 1 million 409 2445 12 165 000 

Eulachtaler 150 000 23 4826 23 ? 

Farinet 220 000 178 1461 8 187 000 

Épi 60 000 53 1132 5 13 000 

Grue 80 000 65 1231 10 30 000 

Dragon 260 000 - - - - 

Table II: Economic characteristics of local currencies5 

6. EMERGENCE OF THE CURRENCY INITIATIVES 

This section presents the context, creation process and particularities of each local currency in the order of their 

creation. 

The Netzbon from the city of Basel is by far the oldest local currency in Switzerland. It has its origin in a small 

cooperative which federates different organizations from the solidarity economy. At first, the currency was only 

used internally before it was opened to other organizations, businesses and individual users. At one point, there 

was also an attempt to combine the currency with elements of a time bank. Today, the operation of the currency 

is the main activity of the cooperative. The currency was launched during the local currency boom in Germany. 

But the main initiator, who had lived many years in Upstate New York, was also inspired by the currency 

experiments in the US, namely the Ithaca Hours. Thus, the Netzbon did not adopt the dominant “shrinking money” 

approach (demurrage) of the German “Regios” inspired by Rudolf Steiner and Silvio Gesell (Gelleri 2009). 

The Eulachtaler was created by two people involved in the transition town group of the city of Winterthur. 

Disappointed from the slow creation of concrete transition projects, they founded an association which has the 

purpose to be an incubator for transition projects. One of the initiators has a long-standing interest in the topic of 

money which led to a first pilot project during an annual local market. The transition town movement aims at 

creating citizen initiatives which increase the resilience of communities in the light of the double threat of peak oil 

and global warming. Rob Hopkins, the founder of the transition movement and initiator of the local Totnes pound, 

promotes the creation of “transition currencies” as a tool to build more resilient neighborhoods.6  However, the 

initiators of the Eulachtaler didn’t adopt the design of the transition currencies in England. Rather, they were 

inspired by the Lausitzer, a local currency in Germany.7 Unique among the local currencies in Switzerland, the 

Eulachtaler is backed by the promise of services and goods of the members, and not by an equivalent stock of the 

national currency. 

The Bonobo originated within an anti-globalization group in the city of Bern. The main activity of the group is the 

organization of an annual thematic festival (Tour de Lorraine) as a counterpoint to the World Economic Forum in 

Davos (WEF). With the decision to choose finance and money as the festival theme, some had the idea to invent 

their own money, notably as a tool for popular education. To create the local currency, they founded an association 

 
5 The numbers are from the second half of 2019, expect for the Bonobo (2017) and the Grue (2020 at launch date). 
6 The Totnes Pound ended its circulation in 2019. 
7 The Lausitzer does not seem to be still in circulation: http://lausitzer.net 
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separated from the festival organization. If the Bonobo was launched as a Festival money in 2015, the plan was to 

continue and widen its circulation after the event. However, the currency was not used much, and its circulation 

was ended in 2018. 

The first local currency in French-speaking Switzerland was the Léman, circulating in the populous binational 

Lemanic Region. Discussions on creating an alternative currency started in 2010, after the financial crises and 

influenced by the growing local currency dynamic in France. The initiators organized many meetings and activities 

with dozens of participants active in the solidarity economy and the transition movement. Various experts 

participated to give their views on the issue. In 2013, Frédéric Bosqué, co-founder of the SOL-Violette in Toulouse 

was invited for two days to moderate the collective creation of an alternative currency. This inclusive process was 

supposed to lead to a consensus, but too different visions resulted in a blockage. Some people disengaged from the 

process and a small group went forward with the creation of a backed paper currency which was launched in 2015. 

Two years later, the association of the Léman also introduced an electronic version (e-Léman) and a mutual credit 

system (Lémanex) inspired by the Sardex in Italy and based on the blockchain technology. 

The Farinet was conceived by a small group of people attending a training course on ecovillage design created by 

the association Gaia Education. Part of the formation was the development of a project proposal on a related topic; 

one of them was social currencies. The group came up with the idea of a local currency for the canton of Valais and 

some of the group members decided to put the project into practice. Other people joined and a crowdfunding 

campaign provided an initial funding for the design and the printing of the money. In a tourism region and with 

local tourist offices participating as exchange offices, the Farinet had a much-noticed start. Nevertheless, the 

founders considered that the currency did not circulate enough to reach their expectations. Less than three years 

after its launch they decided to end the circulation of the money. 

The Épi currency is mainly the result of the determination of two socially active women in retirement age. They 

first got interested in monetary issues from the discussions surrounding the Swiss sovereign-money initiative. The 

citizens’ initiative was submitted at the end of 2015 and was rejected by voters in 2018. But the trigger for their 

work on a local currency was the viewing of the highly popular French documentary “Tomorrow” (Demain 2015) 

which featured monetary alternatives such as the Swiss WIR bank and the Bristol pound. In a relatively short 

period, they designed the Épi for a small rural territory comprising villages up to a few thousand inhabitants. 

As for the Épi, the documentary “Tomorrow” also presented the decisive call for action for the initiators of the 

Grue and the Dragon. The Grue is the only bilingual currency and has been launched in 2020. The aimed territory 

of the Dragon, which is not yet in circulation, slightly overlaps with the one of the Grue. The fact that both initiatives 

have about the same chronological starting point as the Épi shows that the time from the ideation to the launch of 

a currency varies considerably between initiatives. The main factors determining the length of the realization 

period seem to be the amount of time a group of initiators can put into the project and the degree of consensus 

between the group members on the characteristics of the currency to create. 

7. NICHE BUILDING AND DIFFUSION DYNAMICS OF LOCAL CURRENCIES IN SWITZERLAND 

7.1 Replication as growth in number 

As explained above, replication is the growth in number of monetary schemes within a national or another given 

territory. The sharing of information, networking and the creation of a national association that promotes local 

currencies are at the source of replication. Consequently, this section analyses how the different initiatives are 

related. 

During the creation process of a new currency, the founders took inspiration from the best-known local currencies, 

the Chiemgauer in Germany, the Bristol Pound, and, more recently, some of the rising currencies in France. 

Available books and guides on how to create a local currency were also consulted. The initiators from the Léman 

and the Farinet invited experts from France, Frédéric Bosqué and Philippe Derudder respectively, to give 

workshops on the essential steps of money creation. If the founders looked for information on an international 

level, they did not mention international associations or groups which promoted local currencies in Switzerland 

or gave advice on their creation. 

Within Switzerland, we saw informal mentoring taking place from more established associations aimed at new 

initiatives. In the German-speaking part of Switzerland, the Eulachtaler and the Bonobo got advice from the 

founder of the Netzbon cooperative. In the French-speaking part, actors of new currency projects got relevant 
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information from more experienced members of other currencies. As a cross-border currency, the founders of the 

Léman also participate actively in the French local currency networks, notably the Mouvement Sol. The initiators 

of the Grue and Dragon, travelled together to Strasbourg to learn about Le Stück, the city’s local currency. These 

network-building activities led to three national meetings among the currency initiatives in 2017 and 2018. One 

of the main reasons for the meetings was the pressure put on local currencies by the Swiss Financial Market 

Supervisory Authority (FINMA). We will come back to this issue in the section on translation. An attempt to 

organize a national meeting in 2019 did not materialize due to time constraints. There is also an initiative called 

Swiss Currency Confederation which aims to study and disseminate information on monetary pluralism in 

Switzerland, but which did not work with specific initiatives (Place et al. 2018). 

In sum, we observe a network between local currency actors. However, the network is very loose and without a 

coordinator or a shared platform which could help to institutionalize regular meetings, build a common strategy 

or organize replication activities. The replication mode of local currencies can therefore best be described as 

independent, the term which we prefer to the term reactive coined by Seyfang and Longhurst (2016). They are 

independent initiatives whose founders often know each other and communicate on an irregular basis. 

Considering the relatively small size of the Swiss population, the five active local currencies in Switzerland would 

correspond to about 40 schemes in the UK or in France. 

7.2 Replication of a common currency scheme 

Another aspect of replication relates to the model and practices of the monetary schemes. Can we observe the 

emergence of a local currency model being replicated in Switzerland? 

A first common point is that all but one of the currencies are backed by the Swiss franc. This is not very surprising. 

With a few exceptions, recent local currencies in other countries are also backed by the national currency (or the 

euro). The received amount of Swiss francs is deposited in an account of the Alternative Bank Switzerland, the 

main ethical bank in Switzerland, and remains untouched. The aim of this money creating mechanism is to build 

trust among the users of the currency. Members know that businesses holding local currency could be paid out if 

the association ceases the circulation of the currency (which happened with the Bonobo and the Farinet). 

More interesting is the fact that no association adopted demurrage as a mechanism. The purpose of demurrage is 

to accelerate the circulation of money and to discourage its storage. Most of the German Regios were “shrinking” 

monies, the Stroud Pound in England had demurrage, as well as some currencies in France, notably the Sol-Violette 

and the Stück. Most of the initiators told me that they had discussed whether or not to adopt demurrage. They 

decided against it for two reasons, one pragmatic and the other based on ecological values. If some of them liked 

the idea of accelerated local money, they perceived that the mechanism was too complicated to explain and would 

discourage the use of local money. They thought that convincing people to change national money into local money 

was already enough of a challenge. In addition, they considered that the incentive to quickly spend money in order 

to avoid a penalty would send a wrong signal in ecological terms. According to initiators, demurrage tends to 

promote overconsumption and money should only be spent for goods and services which are needed. 

Another characteristic shared by most associations is an ethical charter which presents the aims and values of the 

currency. Businesses who want formally to take part in the monetary network become members of the association, 

endorse the charter, and pledge for continued improvement regarding the objectives outlined in the charter. 

According to different initiators, the displayed values lead to a “self-excluding” mechanism and almost no 

membership request from businesses had to be declined. 

Other similarities are observable regarding the creation of the physical support. First, organizers hold a design 

competition for the vouchers. A jury composed by prominent local figures then chooses the best design. At the 

same time, a crowdfunding campaign takes place to raise money for the printing of the money and the award for 

the designer. The crowdfunding campaign serves to “measure” community support for the new currency. The 

events surrounding the creation of the physical support also help to raise media attention and the interest of a 

broader public. First introduced by the association of the Farinet, these elements have been replicated by 

subsequent initiatives. With their crowdfunding campaign, the Farinet raised 25000 Swiss francs from 263 

contributors, the Épi raised 15000 Swiss francs from 116 contributors and the Grue raised 26000 Swiss francs 

from 182 contributors. The association of the Dragon planned to organize a crowdfunding campaign as well. 

Likewise related to funding, most of the associations have in common that they rely on membership fees to finance 

their activities. We will further discuss financial aspects in the next section. 
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These different elements point towards the emergence of a common type and some shared practices among local 

currencies in Switzerland. But again, it is a rather uncoordinated diffusion where actors adopt practices which 

seem to work well among other initiatives. 

7.3 Up-scaling 

As mentioned above, the success of scaling up should be measured relative to the size of the population the 

currency is aimed at in terms of participating individuals and businesses, and in terms of the amount of money in 

circulation. 

In all but one local currency in Switzerland, individuals can become a member of the currency association, but no 

membership is required for consumers who use the currency.  In contrast, businesses who accept the currency are 

most often members of the association (see Table II). The Épi for example, has about twice as many business 

members as individual members. This shows that individual membership is quite low, and we do not know the 

number of people who pay with local money on a regular basis. Numbers from France show that there are only 

about three individual members for each participating business (Blanc et al. 2020).  On average, businesses 

therefore don’t have many customers paying with local currency. We got the same impression for Switzerland. It 

seems to be easier to convince businesses to accept local money than to get consumers using it on a regular basis. 

Regarding the circulation of money, currency associations communicate the issued amount (Table II), but it is not 

possible to know how many of the converted notes are effectively in use. We assume that the circulating amount 

is lower than the issued amount. Nicely designed notes are often kept, even more so when they are sold in tourist 

offices as it was the case with the Farinet. This was an issue mentioned by the association of the Farinet when they 

decided to end the circulation of their currency (Farinet 2019). Compared to the amount of converted money, the 

initiators observed a relatively low circulation. A mechanism of demurrage (users must put adhesive stamps on 

notes on a regular basis to keep the value) or an electronic currency would allow to measure the amount in 

circulation. Only the Léman also has an electronic currency, but the e-Léman was not widely used at the time of 

our study. 

We propose that a system can be considered as scaled up when more than one percent of the population is using 

it and when at least one business per 1000 inhabitants accepts the currency (10 individual users per participating 

business). For a currency covering a territory with 200 000 residents for example, this would correspond to 2000 

active users and to 200 participating businesses. We should also introduce an under limit of participating 

businesses and users if the population covered by the currency is very small. The transition currency of Totnes, 

for example, comprised a population of only 8000 people (Ryan-Collins 2011: 64). Hence, the Totnes pound could 

be considered as scaled up with eight participating businesses and 80 individual users which would hardly be a 

scheme with a critical mass.8 Therefore, an under limit of 50 participating businesses might be appropriate. 

Furthermore, we also propose to consider the average number of participants of the whole cluster instead of 

considering only the largest system to measure the success of scaling up as it was proposed by Seyfang and 

Longhorst (2016: 10). 

Of the three proposed measures to evaluate up-scaling, we only succeeded in obtaining solid numbers for the 

participating businesses. No scheme reaches the ratio of one business per 1000 inhabitants, but the currency that 

covers the smallest population comes close (1132 people per business for the Épi) (see table II). We observe that 

initiatives covering larger regions experience difficulties being equally present in all parts of the territory. Notably 

the Léman and the Farinet faced challenges to create local committees which could promote the currency beyond 

their initial centres. This points to the limited resources of the associations which would be necessary to scale up. 

Blanc and Fare distinguish three resource models for local currency associations: A model dominated by volunteer 

work; a model dominated by subsidies; and a model dominated by the activity (2017). Local currencies in 

Switzerland correspond to the first model. The work is accomplished by volunteers and the operating budgets are 

small and mainly based on membership fees. Relying on this source of revenue remains a fragile exercise. If the 

fees are high, businesses are reluctant to join the association or to renew their membership. For example, the 

Farinet lowered its membership fees and the Léman faced the problem of unpaid fees but did not want to exclude 

unpaying members. Some associations also encourage individual users to become a member and give them a 

 
8 The circulation of the Totnes pound was ended in 2019. 
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rebate for the exchange of local money. This can foster the circulation of money, but the practice does not improve 

the financial situations of the association. 

To sum up, the currency cluster in Switzerland cannot be considered as scaled up. This is in part due to the limited 

resources of the currency associations. Currency schemes aimed at a smaller population seem to be easier to scale 

up; the relocation of economic activities is more difficult for small territories though. 

7.4 Translation 

As outlined above, translation reflects the influence of the niche on the political and administrative level. Starting 

with the federal level, local currencies are not legally recognized in Switzerland, and it seems as if they had been 

treated the same as commercial gift cards. There was no political intervention in favour of local currencies, and no 

attempt was made to create a specific legal framework. In 2017, the Swiss Financial Market Supervisory Authority 

(FINMA) unexpectedly assessed local currency associations as financial intermediaries and subjected to the Anti-

Money Laundering Act. As the financial cost of compliance was high, the currency associations tried to convince 

the FINMA that due to their small size and not for profit status, they should not be an object of surveillance. In 

return, FINMA threatened the currencies of closure and important fines. As a consequence, the Netzbon had to 

suspend the exchange of its currency (Oppliger 2018). But at the same time, the federal government introduced 

regulation to facilitate the market entry for Fintech companies. Ironically, local currencies can now comply with 

the FINMA requirements by conforming themselves to the Fintech “Sandbox” regulation which is made for 

cryptocurrency startups (FINMA 2019). We conclude that local currencies are merely tolerated on the federal 

level. 

Public financial support was designated a second element of translation. Numerous parliamentary interventions 

on municipal and even cantonal levels asked for government participation in either one of the existing currencies 

or in the creation of a new currency. For example, the parliament of the canton of Neuchâtel asked its government 

to study the creation of a cantonal currency in 2018. Based on a commissioned report, the government decided 

against investing in such an endeavour (Conseil d'État 2019). The city of La-Chaux-de-Fonds also considered the 

creation of a local currency, but finally settled on the introduction of an electronic gift card called Abeille in 2019 

(Conseil Communal 2019). None of the currency associations gets a sizeable financial support from the regional 

or municipal level which would allow them to have an employee. Some associations got sporadic small public 

contributions or awards. For example, the Léman won a sustainable development grant from the canton of Geneva 

in 2017. The Léman association also obtained some contracts from municipalities to evaluate the possibilities of 

strengthening local commercial circuits. 

Another dimension of translation is the acceptance of local currencies as means of payment by public entities. We 

observed some acceptance among the currencies. The Léman is accepted by several towns in the canton of Geneva 

as means of payment for some fees and services and the Farinet was accepted by the city of Sion. Fines, entrance 

tickets and some fees could be paid in Farinet (Ville de Sion 2018). Tickets for the city theatre in Basel can be paid 

with Netzbons. The fact that several tourist offices acted as exchange points for the Farinet and the Grue also shows 

public acceptance. Having said this, local currencies are not accepted for significant payments such as municipal 

taxes, public transportation or electricity.9 Thus, there is no widespread acceptance of local currencies by public 

entities. 

Finally, we did not witness the use of local money for any kind of public policy. No subsidies had been put in place 

to bring local money into circulation. But at the time of our research, the Léman association was in discussion with 

some public organizations to see if their year-end bonus could be given in Léman. 

To sum up, local currencies cannot rely on a supportive environment at the federal level. In addition, local and 

regional entities are very reluctant to support local currencies beyond a mainly symbolic level. No institutional 

change towards a broader political support is visible. This means that diffusion by translation remains very 

limited. 

7.5 Innovative Scope 

Innovative scope is the fourth diffusion pathway of an associative local currency cluster. With the Léman and the 

Eulachtaler, two associations stand out with their effort to provide an enhanced monetary scheme. In contrast to 

 
9 Municipalities and cantons have tax autonomy; local public transportation and electricity are provided by public entities. 
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most local currency initiatives in Europe, the Eulachtaler is not backed by the corresponding national currency. Its 

backing relies on the promise of goods and services by the business members. Participating businesses sign a 

contract with the association and receive a certain amount of local currency as a cash advance or credit margin. 

To bring the money into circulation, they can use the currency to buy goods and services of other members and 

they can exchange the currency with individual customers.10 This leads to a non-convertible currency which 

functions independently from the national currency. This corresponds better to the purpose of creating an 

alternative currency than convertible currencies. With 23 participating businesses, the currency is at an 

experimental stage. Since the association must sign a contract which each business member and members must 

trust each other, the scaling up of this type of currency is very demanding. 

Regarding the Léman, it is the only local currency in Switzerland which also exists in an electronic form (e-Léman). 

This not only appeals to users and facilitates the exchange of money by notably allowing a monthly subscription 

for a certain amount of local currency, but it also facilitates the use of larger amounts by business members. In 

addition, the association has put in place a platform which enables participating businesses to provide credit 

amongst each other. Called Lémanex, this mutual credit system can be called a “LETS for business members” and 

is inspired by the Sardex scheme in Sardinia (Motta et al. 2017 Sardex). The credit margins are dependent on the 

size of the businesses. The Lémanex and the e-Leman are based on the blockchain technology which can potentially 

be shared with other local currencies (Com'Chain). The combination of local money and (local) mutual credit 

represents a more complete financial alternative. Finally, the association is also close to the social and solidarity 

economy network in the canton of Geneva (APRÈS-GE) and works to establish local circuits which fully function 

with local money. As the agricultural sector has the highest potential for a localized production and consumption 

cycle, the pinpointed products are beer, bread and vegetables (Rossiaud and Calderon 2019). 

We did not observe other elements of innovative scope. The accumulated national money is not invested or offered 

as credit and no collaboration exists with other financial actors as for example the Alternative Bank Switzerland 

or the WIR currency to structure an alternative financial ecosystem. Overall, apart from the Léman association, the 

innovative scope of the cluster remains limited. 

8. CONCLUSION 

This article dealt with the topic of alternative currency niche development and investigated diffusion dynamics of 

the emergent associative local currency cluster in Switzerland. The description and comparison of all initiatives 

whose currencies have been launched in the last years foster our understanding of this previously unexplored 

currency scene. 

The study adapted and expanded a framework to investigate the dynamics, strengths and weaknesses of national 

associative local currency niches in terms of their influence on the dominant monetary regime. The framework 

proposed to analyze the evolution of currency clusters along four types of diffusion: replication, growth in size, 

institutional transformation and innovative scope. Replication looks at the creation of new local currencies within 

a (national) territory. In Switzerland, this was not the result of a coordinated effort, but rather the consequence of 

small and independent groups willing to experiment in the creation of a local currency as a tool for fostering a 

more local and sustainable economy. We observed the building of a loose network where newcomers learned from 

more experienced initiators. This led to some common practices and features between different currencies 

(crowdfunding campaigns, no demurrage, ethical charter). At the same time, contextual factors and the burgeoning 

of sustainable transition initiatives encouraged grassroots initiatives in the complementary currency field. If 

replication was relatively important for the size of the territory, the other types of diffusion got mixed results. 

Regarding growth in size, currencies still lacked business participants and individual users to be considered as 

fully scaled up. Further, we concluded that institutional transformation, notably in the form of broad political 

support, has not occurred. Only a few municipalities supported a particular currency to some extent and the loose 

local currency network lacked resources to find a common answer to counter legal pressure. Finally, in terms of 

diffusion as innovative scope, one local currency stood out in creating complementary services, thereby trying to 

build an alternative financial ecosystem for businesses and consumers. 

Our refined framework has proven fruitful for studying diffusion dynamics of associative local currency niches. It 

can be used to investigate other currency clusters and allows for comparison between clusters. Unfortunately, we 

 
10 This money creation mechanism has been presented by Greco as a business-based community currency (Greco 2001: 213). 
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have not been able to assess the number of regular individual users of local currencies nor the amount of 

circulating money. These indicators are important to measure up-scaling. The trend towards electronic local 

currencies will facilitate these measures in the future. Back to the Swiss case, despite an impressive activity of 

currency creation, the influence of this grassroots niche remains limited. It looks as if the window of opportunity 

for niche diffusion, which opened in the wake of transition initiatives, the movie “Tomorrow” and the discussion 

on sovereign money, is slowly closing. 
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This book is based on a doctoral dissertation in Social and political change, undertaken at the Universities 

of Torino and Firenze under the supervision of Carlo Trigilia. It explores how “money changes society” by 

focusing on the specific case of Sardex, which started in Sardinia since 2009 as a business-to-business 

mutual credit system (introducing over the years the possibility of partial wage payments in sardex), and 

whose rapid success was acclaimed. At the time of writing, the Sardex network included nearly 4000 

member companies, with transactions amounting to an equivalent of 80 Mn euros.  

The book is of high interest for those who study so-called complementary or community currencies and 

those who want to understand how Sardex-like systems work and what they generate. The general focus 

and analysis of the book is accurate and provides the reader with original research and findings that 

positively contribute to the literature. It is however regrettable that the general overview on money and 

complementary or community currencies (henceforth, CCs) lacks accuracy and spreads over some 

misplaced considerations – for example, the reference to barter hardly makes sense when talking of money 

systems (p. 2), the commonplace reference to medieval currencies does not help (cf p. 28), or stamp scrips, 

as Irving Fisher (1933) called them, were specific stamped notes rather than all types of scrips issued during 

the Great depression in the U.S. (p. 30 sq).  

The book shall contribute to two distinct realms of works in social sciences, and it proposes an original 

connection between both. The first one is the sociological works on social mechanisms, that is, the 

theoretical framework chosen and developed by Bazzani, which is developed in the field of analytical 

sociology. It is continuously presented and discussed throughout the book, in a well-structured way, each 

step of the reasoning being discussed in light of the concepts brought about in the literature. This framework 

looks for causalities, it unpacks the “social mechanisms” by which the Sardex system generates change. It 

relies on micro-level analysis based on 37 interviews. The second one, though less systematically developed 

and mastered, is the rapidly growing literature on what is commonly called CCs, that is, community or 

complementary currencies. The Sardex case is a success in comparison to most CCs, and it has become one 

of the most studied single experiences since its inception at the end of the 2000s, probably along with the 

Banco Palmas, the Chiemgauer, the Bristol Pound and the Eusko. Bazzani’s book is the first one on the 

subject in English. The book format enables an in-depth study, which is out of reach in articles.  
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Bazzani analyses if and how the Sardex system generates changes in society. As summarized in the title of the 

book, the answer is positive. Chapter 1 introduces the book, Chapter 2 explains the conceptual and methodological 

framework and explains its “mechanism approach for money”. Chapter 3 provides the reader with a description 

of the “Sardex experience”. Chapter 4 analyses the “social mechanisms influenced by Sardex” and Chapter 5 

concludes.  

The chapter 4 is obviously the centre of the book; it is also the longest chapter, with 100 pages out of 185. The 

social mechanisms identified by Bazzani are structured around 3 main items: trust, cooperation and solidarity. 

Trust and solidarity are unpacked through 4 sub-items each: selection, signalling, reciprocity, and monitoring & 

sanctioning as contributors to trust; opportunities, desires, beliefs, and collective action as contributors to 

solidarity. Extensive verbatim is provided in this chapter 4.  

In this critical reading of the book, I shall raise 3 sets of remarks: on “social mechanisms”, especially trust; on the 

consequences of the principle of mutual credit on social mechanisms; on a deadly paradox of Sardex-like systems 

that raises doubt over scaling up. 

TRUST 

In his chapiter 4, Giacomo Bazzani unpacks the social mechanisms that make the Sardex a driver of changes, by 

articulating trust, cooperation, and solidarity. The discussion is well informed in conceptual terms and interviews 

are used extensively. However, the chapter raises doubts over the articulation of concepts and their contents. What 

is called “cooperation”, for example, seems limited to a will to exchange with other members in kinds of re-

embedded market transactions, hardly collaboration to do something together (p. 166); what is called “collective 

action” is mostly the individual actions that result from the awakening of entrepreneurs to their collective interest 

through the work of the Sardex system (p. 147).  

Yet, I would like to focus on trust. As presented in its dedicated section, trust has been extensively studied by social 

scientists. Money being a social phenomenon, it is obviously highly subject to trust issues, which fully justifies an 

analysis of the Sardex in terms of trust. As to this case, we should however differentiate trust in the monetary 

scheme from trust generated within the community of users, and then analyse how they reinforce each other. 

Bazzani’s analysis actually weaves between both. Regarding trust in money, the stream of monetary 

institutionalism developed around Michel Aglietta and André Orléan provided a workable concept of trust that 

could have been useful in this book (Aglietta and Orléan, 1998/2020). Recent English publication of works of the 

“French school” of monetary institutionalism makes it more accessible (Aglietta, Ould-Ahmed and Ponsot, 2018; 

Alary and al., 2020). Their framework provides a comprehensive understanding of trust in money. It distinguishes 

three complementary forms of trust: methodical, hierarchical and ethical. While the two first ones are clearly 

developed in Bazzani’s book, the third one is present as an unused potentiality.  

A first form of trust in money relates to what Aglietta, Orléan and their co-authors call “methodical confidence”, 

that is, the kind of horizontal confidence that emerges from the daily experience of money, which builds certainties 

over the simple fact that one’s money will be accepted by others. This form of confidence could be considered 

rational or calculation-based, although it quickly becomes led by routines as far as the use of money does not meet 

difficulties; Bazzani employs the term “interpersonal trust” (p. 93). A second form is called “hierarchical 

confidence”. It refers to a vertical trust in the institutions that issue, control, regulate money; namely, monetary 

authorities: the central bank; Bazzani talks of “institutional trust” (p. 93). Beyond those two quite well-known 

forms of trust, a third one is designed by Aglietta & Orléan, which they call “ethical confidence”. It refers to the 

general adherence of people to the political project, or the ethical values, that ultimately define the monetary 

system. This ethical confidence is useful to understand trust in CCs, insofar as CCs are built as political projects, or 

projects with a political intentionality, with the polity in mind – not policies or politics.  

The Sardex case, as clearly shown in the book, enters this category of political intentionality. Moreover, 6 of the 37 

entrepreneurs who were interviewed joined the Sardex system because of the ethical project, and 20 expressed 

their use of the Sardex as motivated by ethical reasons (this reason being possibly added to business motives) (p. 

122). This provides crucial evidence of the importance of this ethical form of trust for Sardex members. This leads 

to consider cautiously the statement of trust being partly an “encapsulated interest” for individuals (p. 98): when 

political intentionality comes in, the role of self-interest is made relative, if not put secondary; Bazzani himself 

positively identifies how members consider challenges of local development rather than their “direct economic 
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interest” (p. 5). This point is a crucial one when analysing CCs in general, because their possible success (and 

maybe their shortcomings as well) seem precisely to come from their capacity to mobilise users who are politically 

motivated, regardless of transaction costs (at least to some extent) and other difficulties generated by the use of a 

complementary or community currency. However, their scaling up could be hampered when the political motive 

is too strong, leading to questions over the dynamic balance between users’ motives during the successive stages 

of their existence. 

MUTUAL CREDIT 

Second remark, the principle of mutual credit, which is at the core of the Sardex system, could have been more 

thoroughly unpacked. A mutual credit system (henceforth, MCS) is a kind of clearing system, as are LETS-like and 

Time banks-like systems, and as would have been the Bancor in Keynes’ mind. The peculiarity of an MCS is that it 

introduces the principle of a reciprocity that is not bilateral (between two members who meet and trust each 

other), but multilateral (between a member and all the others, with whom transactions will potentially develop). 

It does so by the systemic requirement of a twofold commitment of members. In an MCS, members are indeed 

required to act in a responsible way, for themselves and with the interest of the community at the horizon: they 

should be dynamically buyers and sellers as well. This twofold commitment should generate the common 

understanding of a collective interest: members need each other. Consequently, a single transaction should be 

understood as a specific moment in a permanent dynamic of reciprocal exchanges that build a community of 

mutual support. This does not preclude possible competition and rivalry between members, but this promotes 

community feelings. This cannot but have consequences on the capacity to build trust, cooperation and solidarity 

between members, that is, the three structuring social mechanisms discussed by Bazzani.  

Along with this principle of mutual credit, the Sardex introduces the rule of time limitation of opened sardex credits 

to one year, and sardex debts repayment in euros after one year (p. 43-44). The time-limitation of credits is of 

major importance for every member, who cannot but think in terms of expense when approaching the end of that 

year. This rule may also explain much of the social mechanisms analysed by Bazzani, including reciprocity, the will 

to cooperate (actually, to develop exchanges with others), solidarity through donation, etc. 

SCALING UP AND REPLICATION 

Last point of this discussion, the interest and even the possibility of replication and scaling-up of the Sardex 

scheme. As the author writes it, “The different social mechanisms triggered by Sardex are used to analytically 

identify the single steps in the action chain that produces the social effects” (p. 5). Such a statement suggests the 

possibility of successful replication, as far as the “single steps” have been properly identified.  

Reading the book eventually leads to link the success of the Sardex with the strict selection of its members, the 

principle of zero-interest credit (without collateral and within limits) and the brokerage services to members.  

Bazzani shows that selection contributes to trust. He differentiates endogenous selection (that is, self-selection) 

and exogenous selection (that is, the work of brokers who aim at rationally expanding the network). The latter 

seems important, since “being a member of the Sardex network is perceived by entrepreneurs as a guarantee of 

high reliability” (p. 72). However, the author does not insist on refusals (“thousands of membership requests”, 

according to an interviewee, p. 51, while “only rarely”, as stated p. 52), and he leaves cases of deceived members 

who exited the system in the shadows (he nevertheless mentions a low drop-out rate of 3 to 4 % per annum, p. 4). 

In other kinds of CCs, such as French convertible local currencies, business selection, which is usually a crucial 

phase of the desired network extension, does not produce much refusals, for various reasons, among which self-

selection and the role of forms of proximities between potential applicants and the already existing network (Blanc 

and Fare, 2016). Yet, refusing membership application could be harmful and jeopardize the future development of 

the scheme, by spreading feelings of unfairness. 

Brokerage appears to be the crucial service that builds the success, as it socialises transaction costs, thus reducing 

individual ones, and thus providing small businesses with services they could not afford by themselves (p. 152). 

Bazzani presents impressive positive impacts of the Sardex, though without displaying how the results were 

obtained: “The average increase in business following Sardex membership is 23% for the number of customers 

and 26% for revenue: both values are net of the estimated euro-to-Sardex substitution effect” (p. 101). Brokers 
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seem to play a crucial role in this success, that is, a non-monetary element of the Sardex system, a kind of necessary 

add-on to the payment system.  

If we combine the challenges of selection and brokerage, it seems that replication outside Sardinia would make 

sense, as it already started to happen, since a dozen of fellow systems have been implemented elsewhere in Italy 

from 2013 onwards. However, one may have doubts over the replicability of the Sardex’ success on the sole basis 

of the social mechanisms uncovered by Bazzani: the concept of “social mechanisms” may too easily lead to the 

belief that social phenomena are “mechanisms” whose smart arrangement would lead to predefined results.  

Contrary to the former, replication in Sardinia seems inappropriate, because it would lead to several networks in 

competition, possibly undermining the long-term contribution of the Sardex to community strengthening in 

Sardinia. Eventually, scaling up seems impossible without downgrading the system. If, indeed, scaling up meant to 

cover up to all small and medium enterprises of the island (as far as they have their headquarters there), brokerage 

in its present form would become impossible, due to the impossibility for brokers to know and trust all businesses 

of Sardinia – unless human action is put second stage behind algorithms, which would mean a major downgrading 

of the Sardex services, with a fall into an impersonal system, or, after Bazzani’s articulation of concepts, a fall from 

a “thick” form of trust (called community trust) to a “thin” form (p. 95-97). The reader may thus conclude that 

Sardex-like systems are doomed by a deadly paradox: reasons for their success provide reasons for their 

impossible scaling-up, because they would lose what makes them interesting and useful for their community.  

This analysis suggests there would be a success window in terms of size, for potentially all kinds of CCs, between 

too small and too big. The determinants of such windows are yet to be analysed. It seems that Sardex reached its 

own success window, of which Bazzani’s book provides a fine and thoughtful study. 
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