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This book is an attempt to put on a rational foundation, 
concepts and fundamental theorems of capital and 
income. It therefore forms a sort of philosophy of 
economic accounting, and, it is hoped, may supply  
a link long missing between the ideas and usages 
underlying practical business transactions and the 
theories of abstract economics.  
 
 

Irving Fisher ( the author of 100% Money, 1935)  
The Nature of Capital and Income, Preface, 

New Haven, Conn. , June 1906	

Accounting System Dynamics provides the Link 

Fisher Link: Economic Accounting 	



 Public Money vs Debt Money  
System Structures	

Public	Money		System	 Debt	Money	System	

Money Issuer 
Its Owner	

Public Money Administration 
Government	

Central Bank 
Private Banks and Financiers	

Bank Reserves	 100% Reserve	 Fractional Reserves	

Money Supply	 Public Money directly put into 
Circulation as Economy Grows 
Private Banking unaffected	

Base Money: by Central Bank 
Deposits: by Bank Loans 
Money in Circulation: by Public	

Interest	 Interest-free	 Interest-bearing Debt	

Economic Policies	 Public Money Policy 
(Public Money Financing)	

Monetary Policy: Central Bank 
Fiscal Policy: Government	

Chapter 15: Table 15.1 (available at www.muratopia.org)	



 Public Money vs Debt Money  
System Behaviors	
Public	Money		System	 Debt	Money	System	

Monetary Stability	 Stable Money Supply 
Stable Price Level	

Bubbles and Credit Crunches 
Inflation & Deflation	

Financial Stability	 No Bank-runs	 Business Cycles 
(Booms and Busts)	

Employment	 Full Employment is Possible	 Involuntary Unemployment	

Government Debt	 No Government Debt	 Built-in Debt Accumulation 
à Recession & Unemployment	

Inequality	 Income Inequality between 
Workers and Capitalists	

Income Inequality between 
Financiers and Non-financiers	

Sustainability	 Sustainability is Possible	 Accumulated Debt 
à Forced Growth 
à Environmental Destruction	

Chapter 15: Table 15.2 (available at www.muratopia.org)	
	



What’s wrong with the current 
Debt Money System ?	

Ask 
 the “Chicago Plan” Economists	



A PROGRAM FOR MONETARY REFORM 
(A mimeograph circulated in July 1939 

by Paul H. Douglas, Irving Fisher, Frank D. Graham 
Earl J. Hamilton, Willford I. King, and Charles R. Whittlesey)	

(9) Fractional reserves give our thousands of commercial 
banks the power to  increase or decrease the volume of our 
circulating medium by increasing or decreasing bank loans 
and investments. 　…………… 
This situation is a most important factor in booms and 
depressions.  

(17a) Under the present fractional reserve system, the only 
way to provide the nation with circulating medium for its 
growing needs is to add continually to our Government’s 
huge bonded debt 



Debt Money System 
Simulations 1 ~8 

(booms and depressions, and debt)	

(2) Making Bubbles (t=10)

(3) Bubbles burst and Bank-runs  (t=14)

(4) Credit Crunch ->  GDP Plummet (Depressions) (t=17)

(5) Issuing Securities -> Money Supply Restored (t=20)

(7) Collapse of Securities -> Bank Insolvency -> Defaults 

(8) Financial Quantitative Easing (QE) -> Balance Sheet Recession
（M Constant）(t=25)

Debt Money System: We are unhappy 99%

(6) Bailout -> Accumulated Government Debt (New type Depression) (t=22)

(0) Circulation of Initial Base Money

(1) Fractional Reserve Banking System (t=5)



Loans
(Credits) Deposits

(Credits)

Currency
Outstanding

<Loan (Investment)>900

Loan
(Securities)

Saving Amount

QE Amount

10%
(0)

400 1010Loan (Financial)
<Debt

Repayment>

Credit Creation = 
(1- Reserve Ratio)
/ Reserve Ratio  *
Reserves (Banks)

Reserves
(Banks)

<Loan (Financial)>

Deposits
Saving<Saving>

Required Reserve
Ratio

Quantitative
Easing（QE)

<Quantitative
Easing（QE)><Governmen

t Securities>

<Government
Securities>

100

100

500
500

610610

400
400

610

100

100

190

300 Net Assets
(Banks)

Defaults 
(Securities
Collapse)(-400)

400
200

210

Loan (Investment)
Investment

Loan Amount
500

900

Public Money System: We Are All Happy 120%Debt Money System: We Are Unhappy 99%

Producers Bakance Sheet

Debt
(Producers)

Cash/Deposits

<Loan (Financial)>

Assets
(Stocks and
Real Estates)Financial

Investment
(Bubbles)

<Loan (Financial)>

Debt
Repayment

Bank Balance SheetBank Balance Sheet

Net Assets

Losses

MV = PT  -> M =  kY(=GDP)
(M  Currency Outstanding + Deposits)

Bubble Burst
Repayment

Bailout

<Bailout>

Cash in

Too Big to Fail

Assets
(PP&E)Investment

<Bubble Burst
Repayment>

<Bailout>

<Bubble Burst
Repayment>

Government Balance Sheet

Debt
(Government)

Deposits
(Government)

Government
Securities

Net Assets
(Government)

<Bailout>

<Bailout>

<Government
Securities>

400

900

400

-400

0

200

700

400

400
-400

-200

400

400

200

300

500

Central Bank Balance Sheet

Base Money

Reserves
(Central
Bank)

80180

100

Securities
Assets

<Quantitative
Easing（QE)>

<Quantitative
Easing（QE)>

100

190

100

400

(900)

<Saving>

Operationg Revenues
for Repayment

Assets

Assets

Assets

Assets

Assets

Liabilities Liabilities

Liabilities

Liabilities

Liabilities
Government

Securities Issued

0

Bailout Ratio

180

<Saving>

(700)

<Loan (Investment)>

<Loan (Investment)>

(500) 500

200

400

Withdrawal810 810

90

10090

90

Bank-run

Bank-run
Amount

<Bank-run>

90

10

10

90Initial Base Money

A Transition Process Model  
 (using Accounting System Dynamics)	



Monetary	Base	and	Money	Supply

1600

1200

800

400

0
4 4 4 4 4 4 4

4 4 4 4

3 3 3 3 3 3 3 3 3 3 3
2 2

2 2

2
2

2

2

2 2 2

1 1 1 1 1 1 1 1 1
1 1

0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30
Time (Year)

T
r
i
l
l
i
o
n
	
Y
e
n

Monetary	Base	:	Current 1 1 1 1 1 1
Money	Supply	:	Current 2 2 2 2 2 2 2
Currency	Outstanding	:	Current 3 3 3 3 3
"Debt	(Government)"	:	Current 4 4 4 4 4 4

Money Supply  
for  

Real Economy	

Bubbles 
Bubbles Burst 

Bank-runs 

Credit Crunch 
(Balance Sheet Recessions)	

Reserves	
Debt 

QE Monetary 
 Base 

Simulations (1 ~8) 
booms and depressions, and debt	

Bailouts 



EU	
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Monetary and Financial Stability 
- Systemic Failures of QE -	

Figures by Richard Koo at the Nomura Securities Co. Ltd. Seminar, Tokyo, May 24, 2013	
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A Transition Process 
 to the Public Money System	

1.  Governmental Control over the Issue of Money 

 2.  Accomplishment of Full (100%) Reserve Ratio 

 3.  Constant Flow of Money into Circulation 
      (to sustain economic growth and welfare)	



Simulations T1 ~T6 
(monetary stability and no debt)	

(T4) Debt Liquidation, Money Supply Unchanged (No Inflation)(t=35 )

(T5) Public Money  Converted to Time Deposits (t=37)

(T6) Public Money Added to Circulation for Welfare and Growth (t=40)

(T2) Government Securities as Reserves Collateral (t=31)

Public Money System: We are all happy 120%

(T3) Temporal Increase in Base Money Issued (t=33)

(T1) Public Money Conversion (t=31)
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Transitional Simulations 1 ~8 and T1~T6	
Monetary	Base	and	Money	Supply
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Public Money System	Conclusion	
Transition process can be carried out peacefully  

without causing inflation and systemic chaos!	

Edition 2.0 is Coming Soon!	


