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In	this	third	part	on	fundamental	monetary	concepts	and	ideas,	I	want	to	talk	about	the	more	relevant	real	functions	
of	money.	One	of	the	most	important	functions	is	the	allocation	and	planning	function.	You	never	heard	of	it?	Of	
course	not,	but	you	did	use	it	extensively	for	sure,	because	everybody	works	with	this	function	almost	every	day	
when	 he	 or	 she	 deals	 with	 financial	 budgets,	 whether	 privately:	 how	much	money	 is	 available	 for	 household	
purchases,	how	much	a	visit	to	a	restaurant	may	cost,	etc.	or	in	business,	when	we	allocate	resources	for	projects	or	
entire	companies	with	budgeting.	Strangely	enough,	however,	 this	 is	not	considered	a	monetary	 function	 in	 the	
literature.	 Classical	 economics	 generally	 avoids	 linking	 the	 allocation	 and	 distribution	 of	money	 and	wealth	 to	
money	itself.	This	would	destroy	the	simple	demand	and	supply	graphs	and	would	give	rise	to	the	suspicion	that	
wealth	and	poverty	might	not	be	the	result	of	personal	hard	work,	but	of	decisions,	power	and	politics.	But	why	is	
such	an	important	function	not	mentioned	properly	until	today?	It	might	be	rather	simple	as	the	early	science	of	
money	was	heading	after	the	natural	sciences	where	the	focus	is	on	the	observation	of	matter	and	material	events.	
So,	money	was	observed	primarily	as	coins	changing	hands	against	some	goods.	From	that	was	the	“medium	of	
exchange”	idea	born.	Then	one	could	hoard	(gold)	coins	and	therefore	“store	value”.	That	is	easy	to	grasp	and	sounds	
plausible,	as	long	as	money	is	itself	a	commodity.	The	third	“function”	needed	a	higher	level	of	abstraction	but	was	
maybe	also	born	out	of	physics:	In	what	unit	can	we	measure	the	other	two	functions?	Oh,	money	is	already	the	
measure,	it	is	somehow	measuring	itself,	then	we	found	maybe	a	third	function:	It	must	be	the	“standard	of	value”.		

Until	today	these	findings	prevailed	and	circle	around	us	like	ghosts	from	the	past	and	nothing	and	nobody	or	only	
a	few	seem	to	want	to	question	them	(Martignoni,	2023;	Scott,	2021).	All	functions	that	would	have	been	visible	in	
other	forms	of	money,	especially	in	book-money	or	mutual	credit	were	not	object	of	the	observation	and	therefore	
no	other	functions	could	be	found.	As	the	ledger	was	classified	solely	as	a	technique	of	how	to	treat	money	(still	
thought	as	coins,	registered	in	the	ledger)	and	“doing”	accounting,	it	was	not	questioned	and	remained	covered	until	
today.	But	today’s	money	is	different	and	as	it	is	for	the	most	part	credit	money,	we	should	start	to	look	closer	to	
the	real	situation.	

One	mayor	aspect	of	credit	money	is	its	ability	to	shift	values	in	time.	If	I	get	a	credit,	I	could	buy	things	now	and	pay	
later	(meaning	contribute	something	of	value	for	others	later).	Maybe	I	would	then	start	to	save	money	to	be	able	
to	repay	my	dept.	Therefore,	I	would	make	a	budget	and	would	store	a	part	of	my	income	on	a	special	account.	I	
now	have	three	types	of	money	“created”:	The	debt	as	a	liability,	the	savings	as	reserved	assets,	and	the	rest	of	the	
income	as	liquidity	to	use1.	That	means	I	have	now	three	types	of	money	or	three	different	accounts	which	I	must	
manage.	To	do	this	properly,	a	ledger	and	later	double	bookkeeping	were	invented.	From	then	on	also	the	term	
“finance”	2	or	“financial”	was	coming	into	use	and	was	developing	into	today’s	sense	of	“monetary	resources;	money	
used	or	intended	for	a	particular	purpose;	financing,	funding“	(Oxford	dictionary).	So,	the	allocation	of	money	was	
shifted	 to	 «finance»	 and	 therefore	 obscured	 and	 neglected.	 But	 as	 the	 definition	 is	 correct	 it	would	mean	 that	
financing	is	a	function	(or	ability)	of	money.	

A	 financial	budget	or	budgeting	may	be	defined	as	a	way	 to	balance	 income,	expenses	and	 financial	goals	 for	a	
specific	length	of	time.	Then	money	can	be	used	to	“budget”	specific	intentions,	and	so	one	major	function	of	money	
is	the	budgeting	(and	thereafter	financing).	The	counterpart	to	financial	budgeting	is	accounting,	which	is	then	the	
tool	for	tracking	this	“divided	money”	or	monetary	sums	as	purposed	fractions	which	signify	the	allocation	of	that	
money.	This	means	money	is	now	labeled	and	split	into	different	sorts	which	are	targeted	for	different	goals.		

This	 is	 exhaustively	 done	 with	 most	 existing	 money,	 which	 therefore	 all	 is	 “special	 money”	 (Zelizer,	 1989).	
Especially	enterprises	and	organizations	widely	use	budgeting	as	a	method	to	allocate	resources.	Some	scholars	like	
J.L.	Bower	(2017)	worked	on	the	path	to	a	better	understanding	of	such	resource	allocation	by	budgeting,	while	he	
was	researching	companies,	but	was	not	taken	seriously	by	the	management	theorists3.	But	he	also	did	not	connect	
his	investigations	to	money	itself.		

But	could	we	really	say	that	budgeting	is	a	function	of	money?	Could	budgeting	not	also	be	done	without	money?	Of	
course	 it	 could	 (for	 example	 by	 time),	 but	we	must	 resist	 the	 temptation	here	 to	 define	money	 in	 terms	of	 its	
functions,	but	rather	to	see	that	money	today	very	much	does	perform	this	function	of	budgeting	and	allocating	
resources,	and	that	it	does	so	as	a	quasi-monopolistic	tool	throughout	most	societies	worldwide.	

What	does	 this	mean?	Does	 it	help	 to	understand	“what	money	really	 is”	or	what	 is	 the	point	of	such	a	shift	 in	
perspective?	
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Firstly,	from	this	point	of	view,	a	connection	to	the	credit	theory	of	money	is	immediately	apparent.	Furthermore,	
the	 connection	 to	 organization	 and	 development	 is	 also	 immediately	 established	 and	 it	 is	 understandable	 that	
“financing”	is	determined	by	the	design	of	the	therefore	used	money	(currency).	It	also	opens	up	new	avenues	for	
monetary	theory.	The	Austrian	economist	Franz	Hörmann,	for	example,	has	taken	this	approach	and	developed	a	
kind	 of	 accounting	 theory	 of	money	 and	 from	 there	 proposes	 options	 how	 to	 enter	 a	 “World	Without	Money”	
(Hörmann,	2011)4.	It	could	even	lead	us	to	the	idea	that	money	itself	is	bookkeeping	and	further	to	the	idea	that	
money	 in	 a	 dynamic	way	 indicates	 a	 sharing	 or	 distribution	 ratio	within	 a	 system.	 That	would	 lead	 back	 to	 a	
monetary	theory	that	was	already	developed	in	Germany	more	than	100	years	ago	based	on	a	first	approach	of	
Georg	 Friedrich	Knapp	 (1905),	 by	 his	 successors	 Friedrich	 Bendixen	 (1912),	Hans	Owesny	 (1924),	 Karl	 Elster	
(1920)	and	others5.	Then	there	would	also	be	a	bridge	to	the	mutual	credit	ideas	and	the	works	of	Thomas	Greco	Jr.	
(2009),	E.C.	Riegel	(2010)	and	others	also	reaching	back	to	German	economists	like	Heinrich	Rittershausen	(1962)6.		

And	that	brings	us	not	surprisingly	to	the	economy	as	a	whole,	in	which	money	is	part	of	a	set	of	rules	and	a	kind	of	
legal	system	that	regulates	access	to	resources.		

In	most	cases	of	community	currencies,	access	to	and	distribution	of	resources	is	also	the	issue	that	people	would	
like	to	see	regulated	differently	than	in	the	prevailing	monetary	system.	But	this	would	need	a	proper	theoretical	
background	 that	 includes	 such	 an	 option	 and	 supports	 these	 intentions.	 The	 neoclassical	 canon	 of	market	 and	
“neutral	money”	including	its	exchange-myth	is	completely	unsuitable	for	such	a	task.	The	continued	usage	of	this	
“theories”	might	even	be	an	important	reason	of	failure	for	so	many	community	or	complementary	currencies	in	
the	 last	 40	 years.	 The	 dominant	 neoclassical	 theory	 does	 not	 only	 exclude	 different	 currencies.	 It	 has	 rather	
transmuted	 into	 a	 theology	 that	 is	 centered	 around	 the	 “god	 of	 the	 market”,	 i.e.	 individual	 self-interest	 and	
enrichment,	and	excludes	everything	that	does	not	worship	this	god	alone.	An	alternative	currency	therefore	cannot	
be	built	on	this	approach	but	must	be	based	elsewhere.	

But	I	did	not	come	to	this	realization	by	chance	either.	I	came	across	it	through	observation	and	participation	in	
many	valuable,	albeit	failed,	experiments	with	new	currencies.	This	supported	a	learning	effect	of	deconditioning	
in	order	to	get	away	from	the	widespread,	far	too	simple	and	false	ideas	about	money	and	the	economy.	

Important	steps	in	the	same	direction	can	also	be	gained	from	ethnology	and	from	the	real	practice	of	communal	
economics.	Here	I	also	refer	to	the	groundbreaking	work	of	Will	Ruddick	with	commitment	pooling	(Ruddick,	2023).	

So,	there	are	many	threads	stretched	out	that	lead	to	new	shores.	They	just	need	to	be	taken	up	more	strongly	and	
followed	more	 clearly	 and	 energetically	 in	 the	 field	 of	 community	 currencies	 as	well,	 then	 the	 long-hoped-for	
positive	effects	of	such	currencies	will	finally	be	realized.	
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ENDNOTES	

 
1This	would	be	a	strong	extension	of	the	idea	of	special	monies	by	Zelizer	(1989)	

2Finance:	late	Middle	English:	from	Old	French,	from	finer	‘make	an	end,	settle	a	debt’,	from	fin	‘end’.	The	original	
sense	was	 ‘payment	of	a	debt,	compensation,	or	ransom’;	 later	 ‘taxation,	revenue’.	Current	senses	date	from	the	
18th	century,	and	reflect	sense	development	in	French.	

3«The	problem	of	 resource	 allocation	 is	 central	 to	 economics.	 It	 is	 also	 central	 to	 the	 strategic	management	 of	
companies.	Despite	considerable	research	by	management	scholars	describing	the	process	in	firms	first	carried	out	
in	the	1960s	and	continuing	since	then,	management	theory	of	the	process	remains	wedded	to	a	financial	model	of	
capital	budgeting	that	poorly	fits	the	problem	facing	companies.»	(Bower,	2017)	

4Unfortunately,	most	of	his	books	have	been	published	only	in	German.	

5Many	of	these	old	texts	are	available	via	https://onlinebooks.library.upenn.edu/	(mostly	accessable	in	US	only	due	
to	copyright	laws).		

6More	 information	and	a	very	valuable	collection	of	sources	and	text	 including	 translations	can	be	 found	in	 the	
library	section	of	Tom	Grecos	website	https://reinventingmoney.com/library/		
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