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Proposal for the development of  
Transition currency 2.0  
 
Background 
A recent Tudor Trust-supported seminar organised by nef and the Transition 
Network discussed the challenges and opportunities facing the current UK Transition 
currencies in achieving their goals of greater local economic resilience and 
sustainability.  
A number of potential options for further exploration presented themselves, but there 
was general agreement amongst participants that developing an electronic (e-) 
model of the Transition currency is a vital next step.  It was also felt to be important to 
move beyond sterling as the sole ‘backing’ for the currencies, so as to better mobilise 
existing social and environmental resources within communities – one of the key 
aims of the Transition movement. 
 
Advantages of an electronic currency 
Whilst the medium of a hard currency backed against sterling has benefits in terms of 
ease of initial acceptance, symbolic value, awareness-raising and the generation of 
local pride, the advantages of an electronic medium appear to offer much greater 
potential in terms of:  

• Reducing the transactions costs and enhancing the convenience of using the 
currency for all users 

• Generating better information on how the currency is circulating amongst 
businesses and users and thus what interventions would be useful in 
enhancing the scheme  

• Creating greater flexibility in terms of: 
o the reach of the currency (e.g. enabling regional schemes or inter-

trading between transition communities) 
o alternative backing for the currency (i.e. alternatives to sterling such 

as kilowatt hours or underutilized assets) 

• enabling local clearing houses to accept the currency (e.g. local authorities or 
transport authorities – most of which have now moved to electronic payment 
facilities)  

• including business-2-business models (mutual credit/commercial barter) to 
incentivise businesses that are involved to trade with each other and give 
them additional, non-interest bearing credit lines (i.e. additional liquidity) 

• create sustainable organisations that meet the costs of running the currency 
by having income built in to the system, through the charging of redemption 
fees for example which is much easier with electronic payment 

• opportunities to include the financially excluded, in particular through use of a 
mobile phone as a means of payment as has occurred with the MPESA 
scheme in Kenya  

• Allow for expansion of systems with less legal hurdles to overcome - 
European law on e-currencies is much more flexible than hard currencies 
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The seminar also made clear that electronic payment systems are developing at a 
rapid pace and present untapped opportunities for social-purpose exchange projects 
such as transition currencies.  Both mobile phones and smart cards appear to offer 
potential as means of payment and experiments in Africa and South America, where 
for example the Uruguayan government has just launched a Business-2-Business 
electronic currency, demonstrate the possibilities of creating electronic currencies 
which do not require the involvement of mainstream banking systems. 

 
Proposal 
 
There are different options available to partners in taking forward an electronic 
money project.  One option could be to pilot an e-currency in a specific transition 
community that already has or is developing a transition currency – both Brixton and 
Bristol for example are exploring options for a combined electronic and paper-backed 
currency system.  Another option would be to investigate working with a mobile 
phone, smart card or software operator to develop an electronic system which might 
be attractive from a CSR perspective, much as Vodafone has done in Kenya with the 
MPESA system. 
 
However, rather than creating a completely new system, it is also possible to take 
advantage of many years of existing work in this area and create online and mobile 
payment system that could be used by all Transition currency communities. 
 
The Social TRade Organisation (STRO), a Dutch international NGO 
www.socialtrade.org has developed an online payment software system suitable for a 
range of local currency systems (including hard currencies, LETS, timebanking and 
barter systems) – called Cyclos - http://project.cyclos.org/.   
 
Cyclos is a not-for-profit open source system that is dynamic and allows for 
continuous innovation as new CC models and communities join. It was designed 
specifically by STRO to be a shared best-practise resource for complementary 
currency innovators and to prevent replication and wasted resources in these 
communities. Currently there are over 80 complementary currency communities 
across the world using the system, including in South America, Africa, the United 
States and Australia. For a full list of participating organisations, see 
http://project.cyclos.org/index.php?option=com_content&task=view&id=233&Itemid=
236. 
 
Cyclos allows users to administer their accounts, view their transactions, and make 
(secure) payments via web access or mobile phone. It also comes with various 
additional modules like a business directory, hard currency integration, loan systems 
(it has been linked to micro-finance schemes in Latin America) e-commerce platform, 
referrals and transaction qualifications, messaging and notification system, 
call/support center logging, and an integrated management information system. This 
means that it is possible to 'build' a monetary system from scratch.  
 
Our proposal would be to use the Cyclos infrastructure to design, build and then 
implement ‘Transition Currency 2’. The e-currency tool could be offered free to 
Transition Towns and each town would have options to customise the tool to suit 
their local or regional needs. Each Transition Town that is interested could be 
assisted to use the tool and open-source software would be used to enable 
continuous innovation. 

http://www.socialtrade.org/
http://project.cyclos.org/
http://project.cyclos.org/index.php?option=com_content&task=view&id=233&Itemid=236
http://project.cyclos.org/index.php?option=com_content&task=view&id=233&Itemid=236
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This system would be a radical new financial instrument that would enable 
transition currencies to upscale, become more financially sustainable, work 
more effectively with local clearing-houses and achieve the goals of transition 
and local resilience more effectively.  It would enable a step-change in the 
development of the UK complementary currency sector, and overcome the lack 
of support from a banking and financial sector that fails to invest in local or 
regional communities and businesses.  
 
We believe it would fulfil most of the advantages laid out on page 1 of an e-currency, 
including allowing trading between different transition towns.  It could also be the first 
step towards a global commons of transition communities trading with each other 
across national borders. 
 
 


