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Alternative currencies are means of payment that circulate alongside—as an alterna-
tive or complement to—official currencies. While these currencies have existed for a
long time, both society and academia have shown a renewed interest in their potential
to decentralize the governance of monetary affairs and to bring people and organi-
zations together in more ethical or sustainable ways. This article is a review of the
ethical and philosophical implications of these alternativemonetary projects.We first
discuss various classifications of these currencies before analyzing the ethical chal-
lenges linked to the way they tackle social and environmental issues. We also
examine the incentive-based and coercivemechanisms used by these currencies from
anethical perspective and debate the promises and perils ofmonetary decentralization
and democracy. We conclude by identifying an agenda for future research.
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A lternative currencies (ACs) are monies or means of payment that circulate
alongside—as an alternative or complement to—official currencies, such as

euros and dollars. These currencies have existed for a long time, and they have likely
played more or less prominent roles in the economy at various stages of history
(Gómez 2018). In recent years, there has been a renewed interest in, and enthusiasm
about, ACs in both society and academia (Cohen 2017; Seyfang and Longhurst
2013). Prominent examples of contemporary ACs include mutual exchange systems
(such as local exchange trading systems), local currencies (such as the Ithaca HOUR
and the Bristol Pound), private credit networks (such as the WIR in Switzerland),
and cryptocurrencies (such as Bitcoin). Their proponents have argued that ACs are
driven by ethical goals. For instance, local currencies have been hailed for their
ability to curb the excesses of the market economy and to bring people and
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organizations together inmore ethical or sustainable ways (Lietaer et al. 2012; North
2007), while cryptocurrencies often are praised for their capacity to decentralize the
governance of monetary affairs (Lambrecht and Larue 2018).

Previous academic research on ACs has been mainly descriptive and focused on
issues like the classification of different currencies (Blanc 2018b; Larue 2020a), the
motivations of users of ACs (Blanc and Fare 2016; Meyer and Hudon 2017), and
ACs’ impact on society and the environment (Marshall and O’Neill 2018; Seyfang
and Longhurst 2013). Several recent articles have reviewed the empirical literature
thoroughly and have highlighted the potential roles that ACs can play in society
(Fare and Ould Ahmed 2017; Michel and Hudon 2015). However, there is also a
need to situate ACs in a greater ethical and philosophical discussion, to evaluate
whether they ultimately are desirable or problematic from a normative societal
perspective. The ethical discussion about ACs has only just started and has so far
highlighted both their positive effects and their limitations (Meyer and Hudon 2019;
Dierksmeier and Seele 2018). This article is a review and synthesis of the ethical and
philosophical implications of these alternative monetary projects. More precisely,
we extend the ethical analysis of ACs and connect it to broader issues in the fields of
business ethics and political philosophy. Our overarching aim is to stimulate further
and more ambitious philosophical debate about ACs in the future.

The article is organized into four sections. The first section reviews the variability
in nature and purpose of ACs that is highlighted by different classifications and
typologies. Despite their diversity, we emphasize what ACs have in common and
why it makes sense to group them under a common denominator. We also connect
this research to the greater philosophical discussion about the nature of money and
discuss whether there are limits to what can function or count as money. The second
section examines the excesses of the market economy that many ACs try to address
and evaluates to what extent themonetary system is an essential or contingent part of
those problems. The third section analyzes the mechanisms that ACs employ to
solve these problems, which include restrictions, incentives, and appeals to moral
values. We relate this research to the greater normative debates about “nudging” and
paternalism. The fourth section takes a different road and concerns the issue of ACs
as voluntary alternatives in a “monetary plurality,” which we connect to greater
political debates about decentralization and democracy.

We wish to stress that, while our main aim here is to stimulate further philosoph-
ical or theoretical research about ACs, we believe that our article also demonstrates
the great practical importance of that endeavor, because as the interest in ACs
continues to grow around the world, their impact on our economies and societies
will also continue to grow. We may in fact be approaching a juncture in economic
history where the choice of money and monetary system will feel more open than
ever before, due to various technological and societal developments. This situation,
of course, only increases the importance of debating and handling the many ethical
issues to which different currencies and monetary systems give rise. Our hope is that
the present article will stimulate a greater number of philosophers to take an interest
in ACs, as well as to stimulate other researchers on ACs to take a greater interest in
the background philosophical questions.
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1. THE VARIABILITY OF ALTERNATIVE CURRENCIES

ACs can take a number of physical or digital forms, have various internal charac-
teristics, and rely on different external structures. In this section, we first review
empirical research on this variability and recent developments of typologies and
classifications. We then show how this literature raises important questions regard-
ing the nature of money and develop it further by connecting it to philosophical
discussions about the ontology and normativity of money.

1.1 Classifying Currencies

ACs have a long history, with early examples dating back to the Middle Ages
(Fantacci 2005, 2008; Kuroda 2008). However, we focus here on more modern
examples and contemporary debates. An illustrative historical overview by Blanc
(2011) identifies four generations of ACs, starting with local exchange trading
systems (LETS) as the first generation in the 1980s. LETS are a form of mutual
credit system in which the account of each member is credited (or debited) each time
the member provides (or receives) a service (Servet et al. 1999). In a second
generation of ACs, so-called time exchange systems, the value of the services is
insteadmeasured in time units (Gregory 2009). The purpose of both of these systems
is typically to facilitate local exchanges within a given community and to avoid the
differential pricing of services on the broader market.

A third generation of ACs comprises local or regional currency schemes, such as
the Ithaca HOUR or the RegioGeld, which are physical monies circulating within a
confined geographic area (Degens 2016; Marshall and O’Neill 2018). Finally, a
fourth generation of ACs is specifically tied to sustainability. For example, so-called
green currencies allow users to earn “green points” for sustainability-related activ-
ities like recycling, and the points can then be used to buy sustainability-related
products like organic food. These projects require a more sophisticated institutional
setup and are typically explored in collaboration with local governments (Blanc and
Fare 2013). In one sense, however, they are similar to commercial loyalty schemes,
such as air miles, or other loyalty schemes that are promoted by private companies
(Blanc 2018b).

It may be relevant to add a fifth generation of ACs to the list, namely, crypto-
currencies like Bitcoin. These are digital currencies whose creation processes and
payment systems are decentralized and handled through an open-access protocol
(De Filippi 2014; Lambrecht and Larue 2018). Cryptocurrencies are similar to other
ACs in the way that they challenge or complement official currencies, and they are
often motivated by similar criticisms of the prevailing monetary system. However, it
should be noted that cryptocurrencies are extremely diverse in terms of their func-
tionality and potential justification (Dierksmeier and Seele 2018). This points to a
problem for classifications of ACs into simple generations, namely, that there are
both differences within each generation and overlaps between them (Larue 2020a).

The complexity of the landscape of ACs has drawn several authors to propose
more complex typologies with multiple dimensions and subdimensions. For exam-
ple, Martignoni (2012) ranks currencies according to a long list of criteria, including
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their purpose, their issuance mechanism, their basis of trust, and their cost-recovery
mechanism. Bech and Garratt (2017) propose a related typology that has been
especially popular in the literature on digital currencies (Barontini and Holden
2019; Kumhof and Noone 2018; Niepelt 2020). This typology classifies currencies
according to four central features: issuer (central bank or other), accessibility (uni-
versal or limited), transfer mechanism (centralized or decentralized), and form
(electronic or physical).

Finally, classifications that focus on the purposes or objectives of ACs are
particularly relevant to our present concerns. Three purposes emerge as central in
the literature: currencies can be for profit, not for profit, or public/state sanctioned
(Blanc 2013, 2018b; Lietaer and Kennedy 2008; Tichit, Mathonnat, and Landivar
2016). Following Blanc (2018b), these purposes may also be connected to different
“spheres” of society, namely, the spheres of the market, the community, and the
state. Currencies like air miles are obviously for profit and belong to the market
sphere, local currencies and LETS are not for profit and belong to the community
sphere, and the examples of green currencies are partially public and belong to the
state sphere.

We do not wish to take a stand on which of these typologies is best for analytical
purposes. Critical authors have argued that many of them fail to live up to reason-
able standards of clarity and precision (Larue 2020a). This may impair efficient
communication within a scientific community (Hodgson 2019). However, debates
about normative issues or political projects are different and can often contain
“contested concepts” that are classified in a variety of ways (Hacking 1999). Given
the normative character of most proposals of ACs, as well as the socially con-
structed nature of money itself (see later), perhaps one should give up on the
prospect of finding a typology that meets the expectations of all researchers and
practitioners.

Yet, it is possible to draw at least two conclusions from the literature. First, what
differentiates ACs from official currencies is that the former are not backed by the
state but instead by either grassroots initiatives or private companies. While some
ACs have partial support by local governments (such as green currencies), they are
still governed primarily by their users. Second, it is fair to say that all ACs—from
LETS and local currencies to Bitcoin—have been designed for a certain normative
purpose, which can be social, environmental, or economic. It is presumably this
purpose that makes their followers prefer the ACs over official currencies. We
believe that these two features are distinct enough to treat all of the aforementioned
currencies under a common denominator, and both of the features are central to our
analysis of ACs in this article.

To provide further philosophical grounding to the debate about typologies, we
now connect it to the larger philosophical discussion about the nature and purpose of
money as such. An important question in the background is to what extent these
various ACs display the central features of money and whether they really should be
counted as money. The next two subsections explore debates on the ontology and
normativity of money to determine whether and where different ACs may count as
money.
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1.2 The Ontology of Money

Philosophical discussions about the ontology of money are extremely rich and
diverse (for a recent survey, see De Bruin et al. 2018). In this section, we focus
on two main ontological views: the functionalist perspective and the collective
acceptance perspective. We believe that both shed light on interesting features of
ACs and, vice versa, that ACs are interesting test cases for these theories.

It has become commonplace in the economic literature to describe money as
whatever commodity or “thing” fulfills certain central functions,most importantly to
1) facilitate exchange, 2) store value, and 3) serve as a unit of account (Tobin 2008).
Although the physical form of money has changed over time, it has typically been
chosen for its convenience along these three dimensions—whatever is easy to carry,
durable, and easily divisible. This functionalist perspective also has philosophical
proponents in Hindriks and Guala (2015, 2021) and Smit, Buekens, and du Plessis
(2016), who all argue that money’s existence and persistence are best explained by
its functions and their correlative economic benefits.

The functionalist account may be taken to suggest that typologies of ACs should
focus on their money-like functions. But what would such a typology yield? Inter-
estingly, it seems that the defining feature of many ACs is precisely the restriction of
such functions. For instance, it is a central feature of LETS and local currencies that
they cannot be used to facilitate exchanges with people outside the relevant com-
munities. It could be argued that this lack of functionality, which has been found to
limit the capacity of LETS to grow and to generate significant economic benefits,
raises doubts about whether such “currencies” really deserve their name (Dittmer
2013;Marshall and O’Neill 2018). Similarly, Yermack (2015) contends that Bitcoin
(and similar cryptocurrencies) should not be counted as money because it fails to be
an efficient means of payment, store of value, and unit of account.

However, the functionalist camp is not united on this issue, and there are several
positions on what counts as a function and how well a currency needs to fulfill that
function. For instance, Smit, Buekens, and du Plessis (2016) argue that something
may count as money as long as its “typical use” is to serve as a means of exchange,
that is, as a device to reduce transaction costs. Because Bitcoin is not frequently and
efficiently used in this way, they argue that it is more of a financial asset than money
per se. Nevertheless, their account is more tolerant than Yermack’s. Finally, Hin-
driks andGuala (2021)—perhaps themost prominent proponents of the functionalist
view of money—seem to concede that something does not have to function
“perfectly well” as a means of exchange to count as money. They write that all
social institutions (including money) can be understood as solutions to collective
action problems, but they need not be the optimal solutions to those problems
because they typically have to adjust to a broader range of preferences and values
(Hindriks and Guala 2021, 2037–38). This may be taken to imply that some ACs are
money even though their functionality is reduced, provided that they deliver useful
benefits in other ways.

Alternatively, one could argue that money should not be defined by its functions
but rather that the defining feature of money is its collective acceptance in society.
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According to philosophers like Searle (1995, 2010) and Tuomela (2002), money is
an example of an institutional fact. More precisely, Searle (1995) argues that
institutional facts are created by the collective assignment of a specific kind of
function—the status-function—to preexisting objects. For instance, a certain piece
of paper becomes money simply when we collectively assign a special status to it
(“this is money”), which involves certain functions (payment, store of value, etc.).
Unlike many economists, Searle denies that the nature of money is explained by its
functions (9–18). The crucial component is instead the collective recognition of
something as money. According to Searle, the relevant recognition can be under-
stood broadly and can often be informal (22–23). But whenever a certain object (e.g.,
a piece of paper) is recognized by a certain number of people as money, it is money,
and whether it functions efficiently does not matter (Searle 2015, 508–9).

Searle’s theory suggests that typologies of ACs should focus on their (current or
prospective) recognition in society. Although we have not found any direct appeals
to Searle in the literature on ACs, one could perhaps interpret at least some parts of
the debate along these lines. First, as noted earlier, what differentiates ACs from
official currencies is that the former are not backed by the state and therefore do not
enjoy formal social recognition. However, authors like Servet et al. (1999) argue that
LETS and local currencies are better and more “authentic” currencies than the
official ones because they draw on the trust and commitment created in a commu-
nity. Similarly, some proponents of Bitcoin have argued that cryptography is a
stronger basis of trust than the official decrees of various political authorities because
the code does not have political ambitions in the same way humans do (Nakamoto
2008). Leaving aside the normative part of these statements for now, we can
conclude that at least some proponents of LETS and Bitcoin would say that they
are money because people informally recognize them as money and have reasons to
do so. Hence, an interesting aspect of this collective acceptance account of money,
in our view, is that it highlights how a society’s choice of money is indeed an
open choice. That is, it is up to people to choose what kind of money they want,
presumably based on a combination of different normative reasons.

What this short discussion of the ontology of money shows is that there are
different ways of theorizing about the money-like features of ACs. According to
functionalists, what ultimately matters is whether they serve the special functions of
money. According to those who favor Searle’s view, what matters is whether they
are collectively recognized as money. In both cases, it is clear that different ACs will
fare differently in these regards—that is, different ACs will display different levels
of functionality and collective acceptance. Therefore it is likely that the debate about
whether they really are money will continue.

1.3 The Normativity of Money

As a final point concerning the nature of money, one may wonder whether it is
important to make a clear distinction between money that is chosen for explicitly
normative reasons—be they “political,” “social,” or “environmental”—and money
that is (allegedly) more “neutral.”As noted, a defining feature of ACs is that they are
purpose driven (Blanc 2017, 2018b; Place and Bindewald 2015; Tichit, Mathonnat,
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and Landivar 2016). This can be to varying degrees: whereas someACsmerely seek
to reform the current system, others seem to challenge the very idea of markets and
capitalism (Meyer andHudon 2019; Guéorguieva-Bringuier andOttaviani 2018). In
any case, the normative nature of ACs contrasts with the apparent lack of explicit
normative purpose of official currencies like euros and rand.

Against this distinction, one can argue that nomoney can be “neutral,”with regard
either to its justification or to its consequences. First, it is always created or main-
tained by an agent, such as the state or the central bank, based on at least implicit
normative justifications. Themost recent such example is the euro. As outlined in the
Delors Report for the European Council (1989), the creation of the euro had clear
political goals, such as enhancing European cohesion, strengthening monetary
stability, and improving monetary policy coordination. Second, all currencies have
real-world consequences. A recent example is again given by the euro: the European
Central Bank’s attempts to safeguard confidence in its currency after the 2008
financial crisis by injecting huge amounts of cash into the financial markets have,
among other effects, increased wealth inequalities (Dietsch, Claveau, and Fontan
2018).

Therefore we argue that the fact that ACs are motivated by normative reasons
should notmake us view them as very different from official currencies. Yet, it is still
worth discussing whether those normative purposes are justified and whether ACs
are able to fulfill them. We turn to these questions in the next two sections,
respectively.

2. THE ETHICAL CHALLENGES OF MARKETS AND MONEY

Multiple proponents of ACs typically claim that they can contribute to solving
salient problems that are inherent to contemporary market societies. We here eval-
uate these arguments and assess whether the root causes of the problems really lie in
money. We then make connections to how similar problems are addressed in other
literatures in business ethics and political philosophy.

2.1 How Alternative Currencies May Tackle Social and Environmental Issues

Although different ACs have been designed to tackle different problems, we here
focus on two issues that are central in the literature on ACs, namely, community
integration and environmental sustainability. We also consider democratic gover-
nance later in the article (see section 4).

The main driver behind many ACs is the value of community. According to
several classic authors—such as Simmel (2004), Polanyi ([1944] 2001), and
Titmuss (1970)—the growth of the market economy can have at least two detri-
mental effects on society. First, it can lead to weaker social or communal bonds
between people, thereby potentially destroying the prospects for just and demo-
cratic cooperation. Second, people may lose their sense of belonging, thereby
starting to feel more isolated and alienated. These arguments have of course been
contested by other authors (Bowles 1998; Seabright 2004), and we cannot review
that debate in detail in this article. We focus simply on how the literature on ACs
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has made use of these arguments and how their use differs from other literatures on
similar topics.

According to several proponents of ACs, part of ACs’ justification stems pre-
cisely from how they promote the values of community and solidarity instead of the
amoral self-interest of the market sphere (Servet et al. 1999; Lepofsky 2009; Lietaer
et al. 2012; Seyfang 2002). It is argued that ACs can promote the integration of
communities because they allow relative neighbors to engage with each other,
instead of leaving everyone isolated at the margin of the modern economy
(Degens 2016; Oliver Sanz 2016). Moreover, ACs can foster informal exchanges
and mutual assistance among community members (Blanc 2018a; Fare and Ould
Ahmed 2017; Lepofsky 2009). Some proponents make the stronger claim that ACs
promote local economic development and thereby reduce poverty and unemploy-
ment (Williams 1996; Bowring 1998; Peacock 2000). However, subsequent empir-
ical research has not found any significant development effects in this regard (Michel
and Hudon 2015; Marshall and O’Neill 2018).

A related driver behind many ACs is the value of environmental sustainability
(Brooks 2015; Seyfang and Longhurst 2013). This value hardly needs an introduc-
tion here, because all contemporary readers will be aware of the importance of
reducing pollution levels and promoting a more circular economy. According to
proponents of ACs, changing our currency can be helpful also in this regard.
Currencies that circulate only in a smaller community (such as LETS and local
currencies) can help to reduce the pollution caused by long-distance transportation
and can also incentivize communally owned production facilities for “green” prod-
ucts, such as organic food (Gregory 2009; Lietaer et al. 2012; Joachain and Klopfert
2012, 2014). More directly, so-called green currencies (or carbon currencies) are
designed to limit or eliminate transactions with carbon-intensive products and
instead favor trade in sustainability-related goods and services (Seyfang 2009;
Rousseaux 2010; Collins, Schuster, andGreenham 2013). This is, in essence, similar
to the better-known carbon pricing programs for businesses (Boyce 2018), but here
managed and applied at the level of citizens rather than companies or states.

The literature on cryptocurrencies contains at least some references to the afore-
mentioned values as well. Perhaps the most relevant “community” here is the global
community of internet users. However, there is ample evidence that Bitcoin and
other cryptocurrencies have had a severely negative impact on the environment due
to their high electricity needs (Mora et al. 2018).

2.2 Alternative Analyses

To provide further philosophical perspectives on the preceding ideas, we now
analyze how some of these issues have been addressed in other parts of the literatures
on business ethics and political philosophy. There is ample literature on the social
and environmental issues noted earlier that makes no mention whatsoever of mon-
etary reform or ACs. Hence our main question here is whether the root causes of the
problems really lie in money or whether they lie somewhere else.

A different literature that also emphasizes the need for community integration and
social reciprocity is the debate about communitarianism in political philosophy
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(Etzioni 1988; Sandel 1984; Taylor 1991). A central feature of this literature is that it
opposes some of the core claims of liberalism, in particular, the ideal of autonomy or
self-determination. Liberals generally hold that individuals must be free to “pursue
[their] own good in [their] own way, so long as [they] do not deprive others of
theirs,” as argued by Mill ([1859] 1974, 72). Yet communitarian authors argue that
the realization of the ideal of autonomy has significant negative drawbacks; people
may start to feel detached and rootless, and theymay lose all meaningful connections
with others (Taylor 1991). Thus a better way of supporting people would be to
support their access to community relations that produce a feeling of belonging and
engagement (Etzioni 1988).

Many authors of the communitarian school share Polanyi’s ([1944] 2001) nega-
tive view on the socially disruptive and alienating effects of the development of
markets. However, it should be noted that this literature seldom discusses monetary
reform or ACs. There is, in fact, an alternative and simpler view that many commu-
nitarians endorse. This is the idea that there must be limits to markets as such; that is,
there are important spheres of social life that should be treated as off-limits to market
thinking (Walzer 1983). As Sandel (2012) posits, some of the good things in life are
corrupted and degraded if turned into commodities. The argument here is Kantian in
nature, namely, that some things in life should be treated with dignity and respect
rather than through the instrumental pricing of markets.

It is interesting to compare this line of reasoning with the arguments of AC
proponents. According to both Polanyi and Sandel, the underlying problem stems
from markets rather than from how various currencies work. It is therefore unclear
why a communitarian should support the establishment of some form of
AC. Following Sandel’s reasoning, it may indeed be a nonstarter to try to address
the problem with monetary reform or ACs, because any use of currency might entail
market-style instrumental attitudes and thinking. In practice, these currencies may
actually extend the scope of goods and services people trade between themselves
and thus reinforce commodification, as some of their proponents have acknowl-
edged (Blanc 2018a, 112–13).

There is, of course, an even broader literature relating to the environmental sus-
tainability ofmarkets. Althoughwe cannot reviewmuch of this literature here,we note
two salient debates. First, plenty of authors in business ethics have described how
almost all companies nowadays engage in allegedly pro-environmental activities,
which in some cases may amount to greenwashing, that is, attempts to misdescribe
or exaggerate the positive environmental benefits of one’s activities for puremarketing
purposes (Delmas et al. 2011). To counteract greenwashing, these authors are calling
for more precise standards for and measurements of the real-world impact of various
business initiatives (Barnett, Henriques, and Husted 2020; Liket 2014). It is plausible
to endorse only pro-environmental behavior that has a tangible impact on the envi-
ronment and to give greatest support to the behaviors with the highest impact.

Second, it is fair to say that the concept of “sustainability” has become broader
over the last decade or so. According to many authors, sustainability not only
pertains to the environmental dimension but also includes social and economic
sustainability (Giovannoni and Fabietti 2013). In 2015, the United Nations adopted
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a global agenda consisting of seventeen Sustainable Development Goals, and these
include concerns of environmental, social, and economic natures. They are some-
times summarized by the “Five Ps”: people, planet, prosperity, peace, and partner-
ship. It is in particular emphasized that increased sustainability in one dimension
should not come at the cost of decreased sustainability in another (United Nations
2015).

Coming back to our analysis of ACs, we believe that the preceding insights can
provide some useful guidance. First, while many proponents of ACs have stressed
ACs’ high ambitionswith regard to environmental sustainability, it is not clear at this
point whether they have any real-world impact. The limited number of empirical
studies that have been performed in this regard have not yet been able to track any
significant impact (Michel and Hudon 2015; Marshall and O’Neill 2018). This is
generally explained by ACs’ relatively small size and lack of broader recognition.
Moreover, at least some authors have argued that other policy instruments seem
better designed than ACs to tackle environmental challenges. For instance, Dittmer
(2013) argues that ACs provide only a decentralized and piecemeal attempt at a
solution, whereas more profoundmonetary reforms—such as “sovereignmoney”—
are more likely to have system-level effects. Sovereignmoneywouldmean that only
the state retains the authority to create new money and therefore the influence of the
commercial banking system would be severely restricted in this regard (for a critical
analysis, see Huber and Robertson 2000). We return to issues concerning effective-
ness in the next section.

Second, is there a risk that the environmental objectives of ACs can come into
conflict with other sustainability objectives? As we have seen, some ACs aim at
benefiting the environment by giving priority to the local economy, as opposed to the
global economy. Themain argument here is that buying local contributes to reducing
the environmental pollution caused by global trade (Schnell 2013; Cleveland,
Carruth, and Mazaroli 2015). However, it might be argued that, in some cases,
favoring the local economy may harm the poor in the Global South (Ferguson and
Thompson 2021). Some authors have therefore argued that, rather than favoring the
local solution, one should instead attempt to offset the harms of global trade by
purchasing carbon offsets, so as to retain the benefits of trade while reducing its
harms (Ferguson and Thompson 2021). If they are right, it is unclear what place
should be left to ACs and other schemes that favor the local economy at the expense
of global trade.

To summarize, we have used the broader literature on sustainability in markets to
identify at least two challenges that need further attention from the AC community.
First, more effort needs to be put into increasing ACs’ impact on the environment.
Second, that impact should not come at the expense of people in the Global South
who are already worse off than others.

3. THE MECHANISMS OF ALTERNATIVE CURRENCIES

How would ACs address the social and environmental problems described herein?
This section concerns the mechanisms that ACs use to influence their users’
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activities. Although the literature rarely discusses these mechanisms in a critical
light, we think that such a discussion is central to an ethical analysis of both the
benefits and the drawbacks of ACs. For even if the purposes of ACs are valuable, we
must take a critical look at the mechanisms through which they are meant to fulfill
them. We investigate three central mechanisms: restrictions, incentives, and an
appeal to moral values.

3.1 Restrictions

As noted, the defining feature of many ACs lies in restrictions of the functions that
we normally associate with money. For example, LETS and local currencies restrict
the exchangeability or purchasing power of money to a given community. Similarly,
many green currencies restrict the purchasing power of money to certain goods and
services. The restrictions can be more or less stringent, depending on whether, and
under what circumstances, users are allowed to convert the ACs into official cur-
rencies, and vice versa. In any case, the restrictions are central to the effectiveness of
these ACs, because the desired social and environmental effects would disappear
without them (Larue 2020a). If local currencies could buy any good produced
worldwide, their impact on the local economy would disappear.

In our view, the imposition of these restrictions raises an important ethical issue.
This is because they can be understood as a cost that is imposed on the users of the
ACs in question. The cost stems from the reduced freedom that the users enjoy to
purchase various goods or services that they desire from the market, which can
translate into lower levels of welfare or well-being. In most local communities, for
instance, businesses produce far fewer goods that are eligible for the local currency
than what consumers can buy with official currencies in a modern supermarket.
Therefore, the greater the weight of that local currency in the economy is, the greater
are the restrictions imposed on the local citizens’ opportunities and freedom to spend
their income as they wish.

Of course, proponents of ACs can reply that it is entirely voluntary to adopt ACs.
Thus, if that choice involves any costs or restrictions, these are costs that users take
on voluntarily. This is a fair counterargument and is especially pertinent in the case
of early adopters. However, this reply also points toward a potential problem for
ACs. To have a real impact on community integration and environmental sustain-
ability along the lines of our earlier discussion, ACs need to grow and attract a steady
stream of new users (Blanc 2018a). Yet growth will likely entail that they would no
longer be voluntary, for voluntariness curtails growth. So there is a dilemma here. On
one hand, increasing ACs’ effectiveness in achieving their objectives requires
greater adoption, which comes with the imposition of costs to and restrictions on
a larger number of people. On the other hand, leaving people free to decide whether
to use these currencies severely curtails the chances of them fulfilling their objec-
tives, for we cannot hope that great numbers of people will spontaneously adopt
them. In short, a choice needs to be made between greater effectiveness in achieving
their objectives, but at the cost of restrictions on freedom, or free adoption, but at the
cost of effectiveness.
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3.2 Incentives

As an alternative to restrictions, some ACs seek to influence their users’ activities
through economic incentives. For example, some proposals of green currencies do
not include restrictions but simply give rewards for purchasing products that are
more environmentally sustainable (Seyfang 2009). This mechanism is analogous to
how commercially designed ACs—such as air miles—work, namely, as a loyalty
scheme to incentivize customers to buy more services from a particular company.
The use of incentives may be viewed as a way of “nudging” them to do the right
thing, which is a milder mechanism than outright restrictions (Thaler and Sunstein
2009). The interesting question is whether we should view such nudges as milder
also in an ethical sense or whether they are still ethically problematic.

According to some authors, although incentives may be less coercive than other
interventions (such as restrictions), they should still be analyzed as tools for political
control, that is, as a way for the state or others to control people’s behavior in a
certain direction (Grant 2006). An important ethical question is therefore whether,
and on what grounds, such control is legitimate. In the literature on nudges, the
background justification is often paternalistic, that is, nudges are thought to help us
make choices that are better for ourselves or to choose aswewould have chosen if we
were fully rational and fully informed (Thaler and Sunstein 2009; for an application
to investment, see Pilaj 2017). This analysis could be applied to some ACs. As we
noted earlier, ACs are often motivated by appeals to social and environmental
benefits about which many people care. A case could thus be made for ACs that
incentivize people to do the “right” thing.

Another potential justification of incentives, especially when seen as tools for
political control, could be that they are the outcomes of a fair collective decision-
making procedure. When we have differing interests in society, we must often
decide on the best course forward through a fair democratic process. Many ACs
are motivated precisely by appeals to a more democratic governance of monetary
and economic affairs. The incentive structure that they would create may thus be
justified for democratic reasons.

To our knowledge, neither the paternalist nor the democratic argument for incen-
tives has ever been used to justify ACs. Although we will come back to the issue of
democracy in section 4, we think more research is needed regarding these questions.

3.3 Moral Values

A final mechanism through which some ACs seek to influence their users’ activities
is an appeal to moral values (Blanc and Fare 2016; Meyer and Hudon 2017, 2019).
This mechanism does not make use of hard constraints on people’s behavior, nor
does it attempt to nudge them through economic rewards. Rather, the purpose is to
design ACs to evoke or confirm certain moral attitudes or convictions in their users,
such as pro-community or pro-environmental attitudes. As Blanc (2015, 2018a)
explains, one can view ACs as having expressive power in the sense that they can
communicate users’ discontent about the state of contemporary markets. In a similar
way, other proponents of ACs conceptualize them as “vectors of contestation,” that
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is, as symbolic manifestations of an underlying protest against the market system
(Cohen 2017; Guéorguieva-Bringuier and Ottaviani 2018). In short, ACs can pro-
mote certain kinds of moral attitudes and thereby foster a desired type of behavior.

We believe that the ethical legitimacy of this mechanism depends on similar
questions as in the case of economic incentives. For example, what is the back-
ground justification or benefit to users of imposing these moral values? To what
extent are these moral values voluntarily accepted versus coercively imposed by the
surrounding economic structure? And if they are coercively imposed, can users be
said to have a democratic influence on their design? To our knowledge, the literature
has not yet discussed any of these questions.

There is also a more basic question with regard to this mechanism, namely,
whether it can be expected to work. At least some authors have expressed doubt
about whether ACs are likely to be effective as channels of contestation or carriers of
moral incentives. An early study of a French LETS found that political contestation
constituted at least part of the LETS’s appeal among users (Servet et al. 1999).
However, a later study on a British LETS found that it had mostly attracted users
with low wages or unemployment benefits, who used the AC as a survival strategy
(Williams et al. 2001). Similarly, a study on Argentinian Trueques found that many
users simply wanted to make some extra money on the side (Gómez 2009). The
evidence thus suggests that many users of ACs choose such currencies for economic
or nonmoral reasons. However, the literature on the moral values that the currencies
evoke or confirm in users is less conclusive.

4. DEMOCRACY AND DECENTRALIZATION

In partial contrast with the views discussed previously, it is interesting to note that
the AC movement has a different ethical strain, namely, to view ACs as voluntary
alternatives in a “monetary plurality” (Lietaer et al. 2012; Larue 2020b). Rather than
limiting the freedom of individuals, then, a goal of ACs could be to increase people’s
freedom to choose whatever currency they like. This idea is expressed in somewhat
different terms in different parts of the literature on ACs.

On one hand, proponents of LETS and local currencies typically argue that the
power over money creation needs to be reclaimed from private and central banks and
put in the hands of users to become more democratic (North 2007). Viewed in this
light, local currencies have been interpreted as manifestations of a postcapitalist
society based on more democratic ethical values (Cohen 2017). On the other hand,
proponents of cryptocurrencies also argue that power over money creation needs to
be reclaimed from private banks and central banks, but their arguments here have
more to do with a libertarian ideal of freedom from state intervention and/or with
economic criticisms of the inflationary tendencies of traditional monetary policies.
We discuss these two lines of argument in turn.

4.1 Democracy

The first question wemay ask in relation to the democratic argument in favor of ACs
is what exactly is meant by democracy. A fairly traditional interpretation of
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democracy is that it pertains to the process of electing political representatives to
make the official decisions of a state (Przeworski 2019). In that regard, it is debatable
whether any currency, whether official or alternative, can be said to be democratic,
for elected officials have little, if any, influence on monetary policy (e.g., Conti-
Brown 2016).What proponents of ACsmeanwith the term democracy probably has
more to do with decentralization and the direct participation of citizens in monetary
affairs. In short, what they aim for is perhaps the creation of a “monetary commons”
(Meyer and Hudon 2019).

Many ACs have a more decentralized governance system than official curren-
cies, which are governed by central banks. For example, with currencies such as
LETS and the Palmas, users are invited to participate in the process of writing the
monetary charter and setting the basic rules (Fare, De Freitas, and Meyer 2015).
Participation in rule making can take the form of community forums or consulta-
tions, often with the objective of engaging all relevant stakeholders, such as local
businesses, nonprofits, and citizens/consumers (Siqueira et al. 2020). Local gov-
ernments can also be active in this process, depending on political willingness and
other circumstances (Blanc and Fare 2013). Once implemented, manyACs are also
collectively managed on a continual basis. For example, the WIR business-to-
business currency has a cooperative status that follows the principle of one mem-
ber/one vote to ensure democratic control, as well as the continuous adaptation to
local economic conditions and members’ preferences (Kennedy, Lietaer, and
Rogers 2012; Vallet 2016). Many other ACs are run in similar ways, allowing
members to have a say in the strategic choices of the currency (Kennedy, Lietaer,
and Rogers 2012).

Proponents of these practices typically argue that they embody an important
aspect of democracy, namely, bottom-up participation and citizen engagement
(Blanc 2011; Servet 2013; Seyfang and Longhurst 2013). There is also the back-
ground hope that such participation will lead to amore equal distribution of financial
resources in society, in comparison with the stark inequalities that characterize the
current system of financial capitalism (Barinaga 2020; Ben-Slimane, Justo, and
Khelil 2020; Diniz, Siqueira, and van Heck 2019). Perhaps both of these arguments
can be summarized by the idea of “the commons.”

Despite its appeal, improving the democratic credentials of money may become
problematic when the scale of the monetary project increases. A well-known chal-
lenge of “direct democracy” in the political realm is that engagement takes both time
and energy; therefore people cannot be expected to participate in all decision-
making but instead have to develop strategies for selecting more specific issues
with which to engage. This challenge in turn leads to risks of uneven voter turnout,
the influence of special interests, and great inconsistencies in the results of referenda
(Fishkin 2011). Such risks seem especially problematic in the monetary realm,
because we know that investors prefer an economic environment that is stable and
predictable (more on this later). This is one of the central reasons why official
currencies nowadays are governed by independent central bankers rather than by
elected politicians (Conti-Brown 2016).
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4.2 Decentralization and Freedom

The literature on cryptocurrencies can be said to share the concern for decentrali-
zation expressed here, although the argumentation is slightly different. First, many
proponents of Bitcoin share a libertarian vision of establishing a currency that is
beyond the control and oversight of states (Dowd 2014; Golumbia 2016; Kaplanov
2012). Libertarians argue that the state’s role should be limited to protecting property
rights from theft or fraud and that the state’s monopoly over money therefore is
illegitimate and wrong (von Hayek 1976). People should be free to choose whatever
currency they like, and there should therefore be a plurality of currencies and of
monetary institutions.

Second, some also contend that a decentralized monetary system will be more
stable and less inflationary than the system we have now, for the latter is plagued by
the inflationary tendency of state-run monetary policies (von Hayek 1976; Naka-
moto 2008). This argument is similar to the appeal to stability in the literature on
“monetary plurality.”According to Lietaer et al. (2012), a greater monetary plurality
would lead to greater stability, for ACs could replace “failing” currencies in times of
crisis and therefore increase the overall resilience of the system. If and when the
official currency fails, then, ACs could come in handy.

The literature is certainly correct when it points to flaws and challenges in our
current monetary system, which is far from perfect. Over the last twenty years, there
have been repeated failures of governance and lack of foresight. However, it is
perhaps less clear that a more decentralized system would fare much better. Authors
from the more traditional economic camp have warned against the increased eco-
nomic and financial risks to which decentralization could lead, for instance, because
the central bank and/or other authorities would have reduced means of taking
emergency action to mitigate potential crises (European Central Bank 2015; Good-
hart 2011; Kindleberger and Aliber 2005). Such risks have important repercussions
for both the safety and the stability of the monetary system.

Perhaps the clearest evidence for these risks can be found in the recent problems
with cryptocurrencies like Bitcoin. Bitcoin uses blockchain technology to remove
the need for financial intermediaries like commercial and central banks, and the
technology is ultimately administrated by a peer-to-peer network of users (De Filippi
andWright 2018; De Filippi 2015). The short history of Bitcoin has included several
security scandals, inwhich hackers have been able to steal large sums of the currency
from online exchanges and deposits (Lambrecht and Larue 2018). The value of
Bitcoin relative to official currencies has also varied immensely over the years,
which has created uncertainty for users as to the value of their holdings (Brière,
Oosterlinck, and Szafarz 2015; De Filippi and Loveluck 2016; Lehdonvirta 2016).
Finally, its relative anonymity has made Bitcoin the go-to currency for illegal
transactions in drugs and weapons, as well as donations to terrorist organizations
(Dierksmeier and Seele 2018).

It is perhaps an exaggeration to suggest that all ACs will suffer from similar
problems as Bitcoin, yet we believe that this example gives us reason to rehearse the
arguments for why modern societies have opted for more centralized monetary
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governance schemes. First, high degrees of security and reliability are vital for a
well-functioning system of payments, in which you can trust that your money will
not be lost or suddenly go out of fashion (European Central Bank 2015). Second, as
we have learned from historical periods of hyperinflation and other crises, a reason-
able level of stability in the value of a currency and other financial assets is vital to
the health of an economy. The received way of promoting such stability is through
the use of monetary policies, such as countercyclical interventions (Goodhart 2011).
Although these arguments can be contested in various ways, they should give us
reason to be cautious regarding the merits of decentralization. There is no consensus
in the literature regarding the capacity of ACs or a “monetary plurality” to stabilize
the economy (Richters and Siemoneit 2017; Larue 2020b). According to Scharding
(2019), the overall balance of evidence suggests that traditional national currencies
aremore likely than decentralized cryptocurrencies to be able to guarantee economic
stability and access to basic welfare for all citizens.

To conclude, decentralized monetary arrangements face a number of serious
challenges. At the same time, we have seen that there are several values-based
arguments for them—including appeals to democracy and the importance of indi-
vidual freedom. So we are facing a conflict of values here. It is not our role to take a
stance in this conflict, and only the future will tell whether the challenges of
decentralization can be overcome in some way.

5. CONCLUSION AND FURTHER RESEARCH

With a growing number of AC initiatives worldwide, we believe that it is important
and timely to analyze the ethical implications of these currencies from a broader
social, political, and economic perspective. The overarching aim of this article has
been to stimulate further and more ambitious philosophical debate about ACs in the
future. We close by developing some of the research questions our review has
highlighted.

First, we connected debates on the classification of ACs with a philosophical
discussion about the nature of money. Our discussion suggested that both the
functionalist account of money, which is popular in economics, and the collective
acceptance view of money, which is promoted by Searle, can be used to theorize
about the money-like features of ACs. We said that it is likely that different ACs
fare differently well in terms of both functionality and collective acceptance.
Therefore a potentially fruitful avenue for further research could be to consider
the connections between different ontological views and particular ACs in greater
detail.

A second area of research relates to the ethical issues of markets and money. We
highlighted how ACs could contribute to improving social cohesion and mitigating
environmental harm, yet we also showed that ACs face two challenges. First, more
effort needs to be put into increasing the effectiveness of ACs’ impact on the
environment. Second, impact should not come at the expense of people in the Global
South who are already worse off than others. Addressing these challenges and
tensions is likely to require input from both normative and empirical researchers.
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A third interesting area of research concerns themechanisms that ACs employ to
address these issues, which include restrictions, incentives, and appeals to moral
values. We have argued that the effectiveness of these mechanisms is inherently
connected to the fairness of their consequences. Further philosophical analysis
is needed of the ethical justifications for restricting the purchasing power of money
to local circumstances and for nudging people’s behavior through monetary
schemes.

Finally, a fourth area relates to debates about democracy and decentralization.
According to our analysis, there is indeed potential in the idea of increasing citizens’
participation in monetary affairs. However, we have also noted several challenges of
decentralization related to the efficiency of monetary governance and policy. We
hope that future research can contribute to mitigating these challenges and to
addressing the apparent conflict of values that is inherent in society’s choice of a
monetary system.
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