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Friede-Gard-Prize 2025 - Kaoru Yamaguchi

Professor Kaoru Yamaguchi, PhD, was awarded the prestigious Friede-Gard-Prize for Sustainable Economics 2025 during the World

Expo Osaka. The ceremonial handover of the prize certificate by Professor Klaus Helling from Umwelt-Campus Birkenfeld took place at a
small ceremony in the German pavillon.

Professor Yamaguchi was honored for his outstanding scientific contributions to a sustainable economics, especially for his modeling of

an alternative monetary system, the so--called Public Money system. He is internationally renowned for his application of the System
Dynamics approach towards various macroeconomic theories and their analysis with regard to stability and crisis resilience.
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1. (1977-1985) Unifying Battles of Ideas in Economics
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3. (2003-2009) Accounting System Dynamics
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2. (1986-2002) Futures Studies, Sustainability and System Dynamics
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3. (2003-2009) Accounting System Dynamics and Macroeconomic Modeling
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3. (2003-2009) Accounting System Dynamics and Macroeconomic Modeling
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Table 3.1: Balance Sheet in Ittelson (1998)

Unit Cost

Table 3.2: Income Statement in Ittelson (1998)
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3. (2003-2009) Accounting System Dynamics and Macroeconomic Modeling

-) Macroeconomic Modeling Series

@ Principle of Accounting System Dynamics
- Modeling Corporate Financial Statements -
New York City, July 20-24, 2003

(@ Money Supply and Creation of Deposits (SD modeling 1)
University of Oxford, England, July 25 - 29, 2004

Aggregate Demand Equilibria and Price Flexibility (SD modeling 2)
Boston, USA, July 17-21, 2005 -> Visit Prof. Jay Forrester (Sept. 14)

@ Integration of Real and Monetary Sector with Labor Market
(SD modeling 3)

©

Prof. Jay Forrester confirmed
Nijmegen, The Netherlands, July 23 - 27, 2006

(® Balance of Payments and Foreign Exchange Dynamics (SD modeling 4)
Boston, USA, July 29 — August 2, 2007

® Open Macroeconomies as a Closed Economic System (SD modeling 5)
Athens, Greece, July 20 — July 24, 2008

my macro models are different
from his National Models

This modeling series of
5 yeas is done in 2008
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4. (2010-2014) Modeling American Monetary Act and the Birth of Public Money

Financial Crisis (Lehman Shock) in 2008 and
Search for its Economic Causes

with Stephen Zarlenga

Founder of AMI

July 26, 2011 Washington DC

THE LOST
SCIENCE OF
MONEY

by Stephen Zarlenga

The Mythology of Money -

the Story of Power

2002

Lessons from the Great Depression in 1930s

HN

(1) Chicago Plan
Henry Simons & Paul Douglas (Chicago)
Irving Fisher(Yale) : 100% Money Plan

- Failed to be Implemented

(2) Banking Act of 1933 (Glass—Steagall Act)
Separation of Depository Banks
from Wall Street Investment Banks

- Repealed in 1999 by

sramm-L.each-B




4. (2010-2014) Modeling American Monetary Act and the Birth of Public Money

- Two Major Lessons from the Great Depression -

General Theory Chicago Plan

JOHN MAYNARD

KEYNES As I have stated elsewher
THE GENERAL THEORY OF come to believe that the p
EMPLOYMENT, INTEREST AND "properly worked out and
MONEY .
E"f\mparably the best
C ~“~r speedil

100% Mo ney depres.sions; for )
the chief cause of both bo

and the depressions, namely the i

Public Debt of demand deposits, tied
now, to bank loans.” (p.8)

Professor Emeritus of Economics * 100% MONEY, Aldephi Company,
Yale University, 1936




4. (2010-2014) Modeling American Monetary Act and the Birth of Public Money

A Mone!ary Reform:

Chicago Plan > American Monetary Act

" ADebt Money System A Public Money System
- Money out of Nothing - - the American Monetary Act -

1. Privately-Owned . Government Issues Money
.Central Bank (Nationalization of
issues Money (Notes) the Central Bank)
2. Credit Creation by . 100% Fractional Reserve
Commercial Banks (Abolishment of
(A Fractional the Credit Creation)
Reserve System)
.  Money as Public Utility
3. Monetary Control for the Economic Growth
by (and for) and Public Welfare

the Elite Bankers



4. (2010-2014) Modeling American Monetary Act and the Birth of Public Money

. “P l' M »
of Open Macroeconomies ublic Mogey
- Modeling the American Monetary Act Completed-

* Debt-Free Money
+ Interest-Free Money

The 29t International Conf.
of the System Dynamics Society

* Government Money

+ Government-issued Money
 Treasury-issued Money

* Sovereign Money

Washington D.C. USA

July 24 - 28, 2011 - National Money

- State Money
Prof. Kaoru Yamaguchi, Ph.D. " ele

Doshisha Business School
Doshisha University, Kyoto, Japan
E-mail: kaoyamag@mail.doshisha.ac.jp



Billion Dollars

US National Debt and its Forecast

US Debt Accumulation followed
1970 - 2020

predicted in 2011 as Predi 5 years ago !
32,000
Year US Debt Accumulation Rate = 9%
24,000 2020 Forecast Doubling Time = 7.7/year
Rl 2 tr%u%on U.S. Federal Government Debt: Total Public Debt, 1970-2025
16,000 GDP 21 trillion Ckilj g:yxs/mmion (FRED GFDEBTN, End of Quarter, in Trillions of(USD) .
Debt-GDP (2025-01-
Ratio 129 % 3By A
5,000 | == US NATIONAL DEBT ===
0 (($37,486,977,562,661
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 A 257 -
Time (Year) Q
US Debt : Forecasted Debt + + + 4 4 4 1 4 4 4 E 201
US Debt : US National Debt 2z 2z 2z 2z 2 é 5l 2025/9/16
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Year
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4. (2010-2014) Modeling American Monetary Act and the Birth of Public Money

Congressional Briefing 2011, July 26, 2011
Office of Congressman Dennis Kucinich

a qulaa Jep
without triggering
Recession, Unemployment
& Inflation !

Briefing Outline
Prof. Kaoru Yamaguchi, Ph.D.
Graduate School of Business
Doshisha University, Kyoto, Japan

US Congressional Briefing
July 26, 2011
At Capitol Hill, Washington DC

A. There are only two types of money:
a. Public Money
b. Debt Money

ovide a sufficient G. Public Money as proposed by the American Monetary Act:
a. The government issues money (not bank notes from banks)
b. 100% Fractional Reserve (no credit money)

t work for th c. Constant increase in Public Money as a Public Utility

./ Under the Debt Money System, someone has to keep borrowing to
money supply for growing economies.

C. That “someone” must be the Government. Thus, a balanced budget does
national government. Persistent borrowing eventually leads to a debt crisis.
debt ceiling is like providing a painkiller without an operation. . Under the Public Money System, current government debt can be gradually reduced

without recession, unemployment or inflation.

. A debt crisis is an impasse, leading to one of three scenarios:

a. Qefaul? I. A Public Money Policy becomes simpler than Keynesian Policies:
b. Fmanc_|al M_eltdown a. Recession and Unemployment-> Increase public money
¢. Hyperinflation b. Inflation - Decrease public money

E. To avoid an impasse, debt must be reduced, either by spending less or taxing more. ) . .
CONCLUSION: the Public Money System is worth being implemented

F. This debt reduction policy, however, triggers:
a. Recession and Unemployment
b. Social Disorder and Turmoil (like Greece)

J. The National Emergency Employment Defense@EED" Act (HR GS%in 111" Congress) fully
incorporates the Public Money System.

CONCLUSION: The current Debt Money system is a dead-end.



Congressman Dennis Kucinich is proposing the American
Monetary Act, an equivalent of the Chicago Plan. On 26
July 2011, Kucinich invited Professor Kaoru Yamaguchi
from Doshisha University in Japan, to give a congressional
monetary briefing on this idea. Yamaguchi’s paper uses a
systems approach to show that the liquidation of debts
under the current monetary regime will trigger multiple
recession and massive unemployment in the USA with
contagion to other economies. In contrast, under the
American Monetary Act, debt reduction and even debt
liquidation can be put into effect without causing
recession, unemployment and inflation, either in the USA
or abroad. (Money and Sustainability, 2012, p.129.)

Any version of the Chicago Plan will be fought to the
death by the banking system because it threatens both its
power base and its business model. Even after the
excesses triggering the 2007-2008 collapse, or in the
middle of the Great Depression of the 1930s, the banking
lobby managed to deflect the implementation of any
significant changes. Recall that in 2010, for every elected
official in Washington, there were three high-level lobbyists
working full-time for the banking system.

(Money and Sustainability, 2012, p.130-31.)

+ 2011/7/26 Congressional Briefing
- 2012/5/30 A Report from The Club of Rome - EU Chapter

“Money and Sustainability” (210 pages)
- 2013/3/31 Dismissal from Doshisha University, Japan

\
\ { &\\ .

w

\ %
AN Black and White
\ R Edition

A REPORT FROM

9 THE CLUB OF ROME - EU CHAPTER
RIEXSMM Finance Watch and the World Business Academy

Bernard Lietaer
Christian Arnsperger ~ Sally Goerner ~ Stefan Brunnhuber

1942 - 2019




Surviving Academic Work of “Public Money”

My
for Younger Researchers :
5 Public Money System Academic
Irving Fisher = Life.
% e N 2 is
/ N |
% American Monetary Act . - i -
: « £
- 5 . 5}
|0 toney 2
m e el o0 -
N~ 1o wipe out much of the National Debt. o
. =4 Neoclassical | & J, \:I:[:
Classical = & 1935 Theory ' w‘l\umm MIMRJ
o . UBLIC MONLY
Theory [t Banking Act of 1933 —>< 1999 o B -
15 (Glass—Steagall Act) Market & = 2 ﬁ ‘.il@lg
Neutral = © Financial =
Mone = : s =
Y S Liberals = !?é‘éﬁif’””’é“ﬁ”ﬁ
7 !
Market g Globalization = & -
Liberals = &~ e 2 Public Money
a GENERAL Stagflation - (in Japanese, 2015)
- THEORY =
(~~4 0 LO I . — 1 97OS 5 >
= IIRF ST AND MO Disequilibrium Analysis -
O =
1935 & ASD macroeconomic modeling
1929 2008 and Public Money vision

are saved for next generation




How Public Money is Born (part 1)

[u—
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5. (2015-) Academic Resurrection and Finding of “Money as Debt”

Academic Resurrection in Turkey
and Paradigm Shift in Economics .

© (2015, 2017) Macroeconomic Workshop in Ankara, Turkey \ ‘

©(2018-22) Invited to teach Graduate Courses in Ankara,
— = using “Money and Macroeconomic Dynamics”

Surprise
Invitations

2013

Social Sciences University
of Ankara (ASBU)

Teaching “Monetary Theory” Dr. Syed Mahmud and
ASBU President



Classification of Money (Japan)

(alloy of go
Lydian Lion: World’s oldest, 610-600 BC

Electrum
Id and silver)

Wado-Kaichin: Japan's oldest, 708 AD

Silver
and copper

v

Unit: Trillion JPY (¥)

Issuance Public Money Debt Money (99.7%)
(Obverse Def.) 4.8 1420.9 (= Total Debts of Producers, Households and Government)
Types of Money | Government |Bank of Japan Functional Money
) . Reserves
in Japan Coins Notes (Mf)
(As of 2018) 4.8 107.6 393.9 324.9
Base Money (Mo) 506.3
Money Stocks Cash Demand Deposits Time Deposits
(As of 2018) 112.4 718.8 594.5
M1 831.2
M3 1,425.7
Fiat Status Legal Tender (35.5%) Expanded Functional Money (MF) (64.5%)

(Reverse Def.)

506.3

919.4

Data Source: Bank of Japan (2019). Monetary Statistics & FFA data.
Image Source: Lydian electrum (Wikipedia); WadoKaiho-gin (Wikipedia).




What is Money ?
Where does it come from ?

Public Money
(United Staes Note)
interest-free

RIGA
A20815939A

‘WASHINGTON,D.C.

A 20815939 A
e ot

Debt Money
(Fed Reserve Note)
at interest

L TENDI

e ”'f DO7407858 %

SER!

g5 HMN(! H-




Digital Money

Debt Money

VS Central Bank

Digital Currency

Current Amount:  ¥10,000
Designated Amount: ¥ 333

Uniform Tax (1%): ¥ 3

Balance (ater Tansten: ¥ 9,664

A20815939A °

Japan Coins




Money=TotalDebts2(E).png

aneng MONEY = Total Debts: its Decomposition

1,600
M3 = M1 + Time Deposits + FX Deposits
1,400 (M1 = Currency + Demand Deposits)
1 Money Stock M3
Total Debts = Private Debts + Government Debts \
1,200
M3 = 5,201 + 1.032  Total Debts (R* = 0.976) (3.2)

1,000 2 Total Debts

800 3 Time Deposits

Time Deposits = 2, 935 + 0.9506 * Private Debts (R2 =0.910) (3.8)
600 T
4 Private Debts
(Households & Producers)
400
5 Money Stock M M, = 28,781 + 1.1244 % Government Debts (R? = 0.987) (3.10)
200
6 Government Debts
O 1 T 1

1980 1985 1990 1995 2000 2005 2010 2015 2019

Source: Bank of Japan (2020) Flow of Funds Accounts.



(Trillion Yen)

1,000

Monetary Decomposition and GDP

GDP = 139, 485 + 0.5576 * Private Debts ~ (R? = 0.8815) (5.14)

900 -

800 -

600 -

500 -

400 -

300 -

200 -

100 -

0

Private Debts —
700 { (Households & Firms) \

GDP = 401, 345 + 0.266 * Government Debts (R? = 0.3793) (5.15)

/— Time Deposits

Nominal GDP
(Trillion Yen/Year)

Government
Debts

12019

Sources: Bank of Japan; Cabinet, Government of Japan.

GDP = 148, 537 + 0.4917 % Private Debts + 0.10934 x Govt. Debts (R2 = 0.93333)
(5.16)




Classification of Money (United States)

Unit: Billion USD ($)

Issuance Public Money Debt Money (99.8%)
(Obverse Def.) 514 20,648.6 (= Total Debts of Producers, Households and Government)
Types of Money Goverpment Federal Reserve Reserves Functional Money
in the U.S. Coins Notes (Mf)
(As of 2022) 51.4 2,257.6 3,359.1 1,211.6
Base Money (Mo) 5,668.1
Money Stocks Cash Demand Deposits Time Deposits
(As of 2022) 2,309.0 4,570.7 13,820.3
M1 6,879.7
M2 20,700.0
Fiat Status Legal Tender (27.4%) Expanded Functional Money (MF) (72.6%)
(Reverse Def.) 5,668.1 15,031.9

Source: Federal Reserve (2023) Financial Account of the United States.




Billion ($)
24,000

22,000

20,000

18,000
M, = —82, 671 + 1.0152 * Total Debts (R? = 0.997) (3.4)

16,000

14,000

12,000 Total Debts

\

10,000
8,000
6,000

4,000

<

M2

2,000

0

1945 19ISO 19‘55 19‘60 19‘65 19‘70 19’75 19’80 19‘85 19130 19‘95 2060 2065 20‘10 20‘15 2620
Source: Federal Reserve (2023). Financial Accounts of the United States.
Billion ($)
24,000

1 Money Stock M2
22,000

M2 = M4 + Time Deposits

20,000

(M1 = Currency + Demand Deposits) 2 Total Debts ~_

18,000 Total Debts = Private Debts + Government Debts

16,000

3 Time Deposits
14,000

12,000 4 Private Debts
(Households & Producers)

Time Deposits = 251, 207 + 1.0949 * Private Debts (R? = 0.988) (3.16)

6,000
5 Money Stock M1
4,000
6 Government Debts
2,000
M; = 89, 886 + 0.7878 x Government Debts (R? = 0.958) (3.14)
0 ——

1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Source: Federal Reserve (2023). Financial Accounts of the United States.
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6. (2021-) Paradigm Shift in Economics as a Science

Classification of 4 Monetary Theories

Classification of Monetary Theory

Monetary Theory Overview Models Representative Economists
Interest-free money is issued by the ASD (Accounting System Dynamics) |Aristotle, Soddy, the Chicago
legislature as equity of the Public (under macroeconomic models, which Plan economists, Irving

> 100% reserve banking). This will prevent integrate flow and stock approches |Fisher, and other proponents

g X booms and busts, and realize price stability, |of modeling bank lending as the of 100% reserve banking,

% Public Money sustainable growth, full employment and Heads and Tails of the same Stephen Zarlenga (AMI),

:_-'—'ae‘ Theory social welfare. EPM (Electronic Public endogenous debt money. Banks are |Kaoru Yamaguchi,

:E Money) is proposed to protect privacy and both intermediaries and creators of |Yokei Yamaguchi, and
freedom against control by retail CBDC debt money under the current more economsits to follow.
(Central Bank Digital Currency). fractional reserve banking system.

o Relative prices are determined by general Neoclassical models such as Adam Smith, Karl Ma

5 |Mainstream Neoclassical: |equilibrium of markets. Tts numeraire Dynamic Stochastic General Arrow, Debreu,<

g Moneyless Price and |commodity becomes money and determines |Equilibrium (DSGE) models and other Classical and

g Commodity Money Theory|absolute price levels. Money is thus neutral |Real Business Cycle (RBC) models, |Neoclassical economists.

© and only a veil of economic activities. etc.

False
(fake)

|

Mainstream Keynesian:
Exogenous Debt
Money Theory
(Flow Approac

Central bank supplies base money (MO0),
and money stock (M1, M2) is determined by
the money multiplier. Banks are financial
intermediaries of exogenously supplied
money that collect deposits (loanable funds)
from savers and lend to borrowers (flow
approach of modeling bank lending).

Keynesian macroeconomic models
such as the IS-LM analysis featured
in standard macroeconomics
textbooks, applied macroeconometric
models, and Austrian Business
Cycle theory, etc.

Mises, Phillips, Hayek,
Keynes, Hicks, Modigliani,
Samuelson, Hansen, Tobin,
Bernanke, Blinder, Stiglitz,
Koo, Krugman, Mankiw, and
other (New) Keynesian
economists, etc.

Debt Money

Endogenous Debt
Money Theory
(Stock Approach)

Central bank supplies base money, with
which banks create "deposits" out of nothing
and destroy them when loans are repaid
(stock approach of modeling bank lending).
MMT defines "money is IOU (debt)" and
falsely equates treasury bond issuance as
issuance of sovereign government currency.

Proposals of 100% reserve banking
in 1930s such as the Chicago Plan
are based on this endogenous debt
money theory. Monetary reform
groups of the American Monetary
Institute (AMI) and MMT are in a
fruitless debate without models.

Macleod, the Chicago Plan
economists, Irving Fisher,
Schumpeter, Friedman,
Minsky, Werner, Keen, and
other Post Keynesian and
MMT economits (such as
Wray), etc.

\

Fig. 9.1 Classification of monetary the fajled to explain Great Depression and Japan’s Lost 30 Years.
(May be workable under Public Money System)

\&

-

“No theory of money is
offered, and it is assumed
that the economy works
without the help of a good
serving as medium of
exchange (1959, p.28)”
(Debreu: Theory of Value)

J




IS-LM Analysis of the Great Depression (1929 - 1933)
with Exogenous Money (Fails)

2.6
Money Hypothesis IS Curvp
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Interest rate dogs not decrease BN b foneyy
1 Analyses
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IS-LM Analysis of the Great Depression (1929 - 1933)
with Endogenous Money (Succeeds)
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Income
Nominal Interest Rate : ISLM Equilibrium.vdfx 4 4 4
Nominal Interest Rate : IS I(-).vdfx 2 2 2
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IS-LM Analysis of the Japan’s Lost 30 Years (1991 - 2020)
with Endogenous Money and Budget Equations

IS-LM Comparative Analysis (Nominal Interest Rate)

21

Invisible LM Curve !
i (Loanable Funds Model) :

, Endogenous Money
“Japan as No. 1”

Point Analyses
§ Succeed
:
Japan’s Great Joint Shifts of
Depression IS-LM Curves
(PB=1.1) . .
: with Budget Equations
Japan’s Lost 30 Years
® —— (Long-run Endogenous Money Model)

| Fiscal Policy: APB =0.18 ar t = 11

11
300 365 430 495 560

"Production (GDP)" (Year)
—— “Interest Rate (nominal)" : LR-Japan's lost 30 years

—— “Interest Rate (nominal)” : LR-Japan as No1
“Interest Rate (nominal)" : LR-Japan's lost 30 (Loanable Funds)

—r— “Interest Rate (nominal)" : LR-Japan's lost 30 (Great Depression)

Figure 19: Point J of Japan’s Lost 30 Years



Classification of 4 Monetary Theories

Classification of Monetary Theory

Monetary Theory Overview Models Representative Economists
Interest-free money is issued by the ASD (Accounting System Dynamics) |Aristotle, Soddy, the Chicago
legislature as equity of the Public (under macroeconomic models, which Plan economists, Irving

> 100% reserve banking). This will prevent integrate flow and stock approches |Fisher, and other proponents

g i booms and busts, and realize price stability, |of modeling bank lending as the of 100% reserve banking,

% Public Money sustainable growth, full employment and Heads and Tails of the same Stephen Zarlenga (AMI),

:"_-'n' Theory social welfare. EPM (Electronic Public endogenous debt money. Banks are |Kaoru Yamaguchi,

d':’ Money) is proposed to protect privacy and both intermediaries and creators of |Yokei Yamaguchi, and
freedom against control by retail CBDC debt money under the current more economsits to follow.
(Central Bank Digital Currency). fractional reserve banking system.

o Relative prices are determined by general Neoclassical models such as Adam Smith, Karl Marx,

ﬁ Mainstream Neoclassical: |equilibrium of markets. Tts numeraire Dynamic Stochastic General Arrow, Debreu, Lucas, and

g Moneyless Price and |commodity becomes money and determines |Equilibrium (DSGE) models and other Classical and

g Commodity Money Theory|absolute price levels. Money is thus neutral |Real Business Cycle (RBC) models, |Neoclassical economists.

O and only a veil of economic activities. etc.

False
(fake)

|

Mainstream Keynesian:
Exogenous Debt
Money Theory
(Flow Approach)

\

Central bank supplies base money (MO0),
and money stock (M1, M2) is determined by
the money multiplier. Banks are financial
intermediaries of exogenously supplied
money that collect deposits (loanable funds)
from savers and lend to borrowers (flow
approach of modeling bank lending).

Keynesian macroeconomic models
such as the IS-LLM analysis featured
in standard macroeconomics
textbooks, applied macroeconometric
models, and Austrian Business
Cycle theory, etc.

Mises, Phillips, Hayek,
Keynes, Hicks, Modigliani,
Samuelson, Hansen, Tobin,
Bernanke, Blinder, Stiglitz,
Koo, Krugman, Mankiw, and
other (New) Keynesian
economists, etc.

Debt Money

Endogenous Debt
Money Theory
(Stock Approach)

Central bank supplies base money, with
which banks create "deposits" out of nothing
and destroy them when loans are repaid
(stock approach of modeling bank lending).
MMT defines "money is IOU (debt)" and
falsely equates treasury bond issuance as

issuance of sovereign government currency.

Proposals of 100% reserve banking
in 1930s such as the Chicago Plan
are based on this endogenous debt
money theory. Monetary reform
groups of the American Monetary
Institute (AMI) and MMT are in a
fruitless debate without models.

Macleod, the Chicago Plan
economists, Irving Fisher,
Schumpeter, Friedman,
Minsky, Werner, Keen, and
other Post Keynesian and
MMT economits (such as
Wray), etc.

Fig. 9.1 Classification of monetary th \és and their proponents

failed to explain Great Depression and Japan’s Lost 30 Years,
but may be workable under Public Money System

Why Most
Nobel Prize

Economists
Flock Here?



K..

Lietaer told the
audience the following startling anecdote:
Paul Krugman told me personally that I was totally crazy to talk about the money issue. He
e said “HAVE YOU NOT”. We were both from MIT, okay? ... We got the same professors,
right? And what he told me [was] “Didn’t they tell you? NEVER TOUCH THE MONEY
. SYSTEM. NEVER TOUCH THE MONEY SYSTEM.” You can touch everything else.
o . . . . o o
Cenune é Public M Never touch the money system. The reason is there. [Lietaer pointing to one of participants
L ublic Money " .. . . . .
o Theory who had correctly pointed to the political nature of Nobel Prize in Economics] You will not
3 be invited to right places and you can kiss goodbye. Or the Nobel on anything else. That is
worthwhile getting. You’re kill\ing yourself academically if you touch the money system.
AN
o Relative prices are determined by general Neoclasii Adam Smith, Karl Marx,
ﬁ Mainstream Neoclassical: |equilibrium of markets. Tts numeraire Dynamic S0achastic General Arrow, Debreu, Lucas, and
E Moneyless Price and |commodity becomes money and determines |Equilibrium GE) models and other Classical and
g Commodity Money Theory |absolute price levels. Money is thus neutral |Real Business e (RBC) models, |Neoclassical economists.
© and only a veil of economic activities. etc. -
Central bank supplies base money (MO0), Keynesian macroeco Mises, Phillips, Hayek, Money And oy 1nalg%1ty
F l X . . |and money stock (M1, M2) is determined by |such as the IS-LM ana Keynes, Hicks, Modigliani, The Missing Link \‘\\
alse Mainstream Keynesian: the money multiplier. Banks are financial in standard macroeconom Samuelson, Hansen, Tobin,
— Exogenous Debt intermediaries of exogenously supplied textbooks, applied macroeco: ic|Bernanke, Blinder, Stiglitz,
(fake) J—// R loxey gl T money that collect deposits (loanable funds) |models, and Austrian Business
> (Flow Approach) fram cavare and land o ha (flase Cxola thoows ato A REPORT FROM

Zarlenga (2002, p. 445) had already reminded us many years ago that

the Nobel Prize in Economics is not part of Alfred Nobel’s legacy, but is awarded by the
Swedish Riksbank, and demonstrates the propagandistic and deceptive practices of the eco-
nomics Establishment. Nobel’s heirs have been trying to force the Riksbank to stop pretend-
ing it gives a “Nobel Prize” in economics: “The economics prize runs counter to the idealism
in Alfred’s declaration that the prizes should be awarded each year to those ‘who have con-
ferred the greatest benefit on mankind . .. The vast majority of economics prizes have gone
to people who reflect the dominating western view of the world. It’s doubtful whether this
really is of benefit to all man kind,” says Peter Nobel.” Financial Times, 11/24/01.

00, Krugman, Mankiw, and
(New) Keynesian
ists, etc.

e Chicago Plan

Minsky,
ther Post

WVray), etc.

Lietaer seems to have warned
Prof. kaoru Yamaguchi of his
academic killing of 2013,

4 years in advance in 2009.

ET | THE CLUB O] ROME - EU CHAPTER

ance Wy ch and the World Business Academy




Head and Tail of Money Creation

Monetary Theory

Public Money
Theory

Mainstream Neoclassical:
Moneyless Price and
Commodity Money Theory

Mainstream Keynesian:
Exogenous Debt
Money Theory
(Flow Approach)

and its System Design Failures
— Toward the Alternative System Design —

and money stock (M1, M2) is determined by
the money multiplier. Banks are financial
intermediaries of exogenously supplied
money that collect deposits (loanable funds)
from savers and lend to borrowers (flow
approach of modeling bank lending).

Interest-fn

legislature :

100% rosd JFRC Working Paper No. 01-2016
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such as the IS-LLM analysis featured
in standard macroeconomics
textbooks, applied macroeconometric
models, and Austrian Business
Cycle theory, etc.

imists, Irving

d other proponents
serve banking,
arlenga (AMI),
naguchi,

1aguchi, and
»msits to follow.

th, Karl Marx,

preu, Lucas, and
sical and
al economists.

swmresesmmnullips, Hayek,

Keynes, Hicks, Modigliani,
Samuelson, Hansen, Tobin,
Bernanke, Blinder, Stiglitz,
Koo, Krugman, Mankiw, and
other (New) Keynesian
economists, etc.

tative Economists
Soddy, the Chicago
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False
(fake) -
Taboo Lé
(prohibited) J/

Endogenous Debt
Money Theory
(Stock Approach)

Central bank supplies base money, with
which banks create "deposits" out of nothing
and destroy them when loans are repaid
(stock approach of modeling bank lending).
MMT defines "money is IOU (debt)" and
falsely equates treasury bond issuance as
issuance of sovereign government currency.

Proposals of 100% reserve banking
in 1930s such as the Chicago Plan
are based on this endogenous debt
money theory. Monetary reform
groups of the American Monetary
Institute (AMI) and MMT are in a
fruitless debate without models.

Macleod, the Chicago Plan
economists, Irving Fisher,
Schumpeter, Friedman,
Minsky, Werner, Keen, and
other Post Keynesian and
MMT economits (such as
Wray), etc.

See Why Most
Nobel Prize

Economists
Flock Here !

Flow Approach

Stock Approach

Fig. 9.1 Classification of monetary theories and their proponents




Public Money

Public Money

entative Economists

——————
/ Classificat VS
L7 P
Monetary Theory A Overview
Interest-free money is issued by 1 D ebt Money namics)
legislature as equity of the Public ch

Public Money
Theory

100% reserve banking). This will prevent
booms and busts, and realize price stability,
sustainable growth, full employment and
social welfare. EPM (Electronic Public
Money) is proposed to protect privacy and
freedom against control by retail CBDC
(Central Bank Digital Currency).

itegrate tlow and stock approches
of modeling bank lending as the
Heads and Tails of the same
endogenous debt money. Banks are
both intermediaries and creators of
debt money under the current
fractional reserve banking system.

Fisher, and other progonents
of 100% reserve banking)
Stephen Zarlenga (AMI),
Kaoru Yamaguchi,

Yokei Yamaguchi, and
more economsits to follow.

Commodity

Mainstream Neoclassical:
Moneyless Price and
Commodity Money Theory

Relative prices are determined by general
equilibrium of markets. Tts numeraire
commodity becomes money and determines
absolute price levels. Money is thus neutral
and only a veil of economic activities.

Neoclassical models such as
Dynamic Stochastic General
Equilibrium (DSGE) models and
Real Business Cycle (RBC) models,
ete.

Adam Smith, Karl Marx,
Arrow, Debreu, Lucas, and
other Classical and
Neoclassical economists.

False
(fake)

Taboo L
(prohibited) J/

Mainstream Keynesian:
Exogenous Debt
Money Theory
(Flow Approach)

Central bank supplies base money (M0),
and money stock (M1, M2) is determined by
the money multiplier. Banks are financial
intermediaries of exogenously supplied
money that collect deposits (loanable funds)
from savers and lend to borrowers (flow
approach of modeling bank lending).

Keynesian macroeconomic models
such as the IS-LM analysis featured
in standard macroeconomics
textbooks, applied macroeconometric
models, and Austrian Business
Cycle theory, etc.

Mises, Phillips, Hayek,
Keynes, Hicks, Modigliani,
Samuelson, Hansen, Tobin,
Bernanke, Blinder, Stiglitz,
Koo, Krugman, Mankiw, and
other (New) Keynesian
economists, etc.

Most
Nobel Prize
Edonomists !

\/ﬁ)ebt Money V

Endogenous Debt
Money Theory
(Stock Approach)

Central bank supplies base money, with
which banks create "deposits" out of nothing
and destroy them when loans are repaid
(stock approach of modeling bank lending).
MMT defines "money is IOU (debt)" and
falsely equates treasury bond issuance as
issuance of sovereign government currency.

Proposals of 100% reserve banking
in 1930s such as the Chicago Plan
are based on this endogenous debt
money theory. Monetary reform
groups of the American Monetary
Institute (AMID) and MMT are in a
fruitless debate without models.

Macleod, the Chicago Plan
economists, Irving Fisher,
Schumpeter, Friedman,
Minsky, Werner, Keen, and
other Post Keynesian and
MMT economits (such as
Wray), etc.

Fig. 9.1 Classification of monetary theories and their proponents
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The Long-Run Endogenous Money ASD Model ublic Money or De oney ?
of the Debt Money System (Part I1I)
— Paradigm Shift in Economics As A Science —

JFRC Working Paper No. 02-2023*
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Public Money or Debt Money ?

IS-LM Comparative Analysis (Nominal Interest Rate)
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Public Money or Debt Money ?
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1. (1977-1985) Unifying Battles of Ideas in Economics

3. (2003-2009) Accounting System Dynamics

How Public Money is Born (part 1)

Striving
. (1986-2002) Futures Studies, Sustainability and System Dynamics  Futures Studies

ASD Macro Modeling
and Macroeconomic Modeling

. (2010-2014) Modeling American Monetary Act

and the Birth of Public Money Public Money

followed by the Academic Assassination

Why We Need A Paradigm Shift in Economics (part 2)

5. (2015-) Academic Resurrection and Findings of “Money as Debt”

6. (2021-) Paradigm Shift in Economics as a Science  (Debt Money —> Public Money)

7. (2025-) Public Money and MuRatopia Economy Paradigm Shift



7. (2025-) Public Money and MuRatopia Economy

Public Money vs Debt Money

Your Choice ?

Public Money System

Debt Money System

Monetary Stability

Stable Money Stock
Stable Price Level

Bubbles, Credit Crunches
Inflation & Deflation

Financial Stability

No Bank Runs
Robust Financial System

Business Cycles, Financial
Crises, Booms & Depressions

Employment Stability

Lifetime Employment

Involuntary Unemployment

Government Debt
(Fiscal Stability)

No Debt is necessary
under the Balanced Budget

Built-in Debt Accumulation
— Recession & Unemployment

Inequality Income Inequality between Income Inequality between
(Social Stability) Workers and Capitalists Financiers and Non-financiers
Sustainability Sustainable Development Debt Accumulation

& Environmental becomes attainable with — Forced Growth
Conservation Public Money (see Part III) | — Environmental Destruction

Table 9.2: Public Money vs. Debt Money — System Behavior Comparison



Public Money vs Debt Money

Our Choice

Debt Money System

Issuance | Public Money Debt Money (99.7%) 1,420.9 trillion yen
(Obverse Def.) 4.8 tril.yen (= Total Debts of Producers, Households and Government)

Fiat Status | Legal Tender (35.5 %) Functional Money (64.5%)
(Reverse Def.) 506.3 trillion yen 919.4 trillion yen

Public Money System

Issuance | Public Moneyf (Debt Money) — Public Money (100%)
(Obverse Def.) | 4.8 tril. Yen : 1420.9 trillion yen
Fiat Status Legal Tender : (Functional Money) — Legal Tender (100%)
(Reverse Def.) 506.3 trillion yen ' 919.4 trillion yen

Fig. 2.3 Transition from debt money system to public money system



MuRatopia Economy: Holistic Prosperity

< - . .
Politics: Communism Socialism I Capitalism
Economy: Planned Mixed (\Yelfare) Capitalist Market
- Marxian Keynesian (Macro) Neoclassical
Economics: arxia (Post-, New-, Neo-) (General Equilibrium)

<Flawed Exogenous Debt Money> <Flawed Moneyless Price>

(Tabooed Endogenous Debt Money)
Controlled v

Oppositions - ﬁiﬁi Hﬂﬁiii iiiiiii -~

Globalism: Divide and Conquer

Monetary
Theory:

Controlled
Oppositions
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Eastern Civilization j

3,000 BC: Yoga, Hinduism and Buddhism

Western Civilization j

4,500 BC: Earliest Sumer Civilization, Judaism,and Christianity

15,000 BC

5,000BC

—

1,000 BC

(

Jomon Civilization

The World Oldest Civilization of Peaceful and Sustainable Villages
In the Far East Paradise Islands of Rising Sun (Currently Japan)

1800s
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Present
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<
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Pre-Money Economy ) (

Public Money Economy

u
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Villages
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Capitalism vs. Communism

Public Money Regions
(power neutral)



A Paradigm Shift
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Kaoru Yamaguchi

2015 2022

Public Money An Introduction

to Public Money
(jointly with Yokei Yamaguchi

Edition 7
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in Japanese, 2021)
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