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	PREFACE

	This work presents a theoretical and analytical study of the problem of economic value measurement. It does not constitute a proposal for immediate policy implementation, an investment product, a financial service, or a guide for decision-making.

	The purpose of this book is to examine conceptual and methodological weaknesses in contemporary economic thought and to present an alternative framework for measuring real economic magnitudes, strictly at a theoretical level.

	The author does not provide financial, investment, legal, or institutional advice and bears no responsibility for any use or interpretation of the content beyond its academic and research context.

	 

	Note on the Revised Edition

	This revised edition incorporates terminological clarifications and minor corrections introduced after the initial circulation of the manuscript. Several formulations concerning the physical conditions of production have been refined in order to improve clarity and internal consistency, while the conceptual structure of the System K framework remains unchanged.

	 

	STATEMENT OF PURPOSE

	The sole purpose of this work is to contribute to the scientific and philosophical discourse on the concept of economic value.

	It presents a theoretical measurement architecture for real economic magnitudes, without the intention of immediate application or implementation within existing economic,  institutional, or political systems.

	Any potential future utilization of the ideas presented herein belongs exclusively to the domain of academic research and scholarly discussion.

	 

	DISCLAIMER — WHAT THIS WORK IS NOT

	This book is not a policy proposal, regulatory framework, financial instrument, or implementation manual.

	It does not advocate immediate adoption by governments, institutions, or markets, nor does it claim predictive, corrective, or guaranteed economic outcomes.

	The content is provided solely for academic, analytical, and theoretical exploration.

	 

	© 2026 Asterios. All rights reserved.

	No part of this publication may be reproduced, stored, or transmitted in any form or by any means without prior written permission of the author.
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	PROLOGUE 

	The global economy stands at a critical inflection point. For decades, economic organisation operated as a network of unsupported claims, within an architecture sustained by borrowing and discretionary liquidity (Minsky, 1986; Hudson, 2018). States accumulated obligations to remain functional, circulation expanded independently of production, and measurable output gradually detached from observable economic outcomes.

	Within this environment, the need emerged for a new foundation: a framework in which value is anchored in measurable productive output. This work introduces the System K—an architecture that restores measurement to its primary purpose: a transparent means of observing real quantities.

	The framework developed here is not grounded in ideology or economic dogma. It draws upon the history of money, value theory, industrial production, fiscal practice, and international flows. It demonstrates that an economic system can operate without continuous borrowing and without the distortions inherent in nominal representation (Keynes, 1936; Samuelson and Nordhaus, 2010). System K does not seek to replace one framework of valuation with another; it restores measurement to physical reality—production, consumption, and observable facts.

	This book sets out a coherent framework for real economic measurement. It addresses a central question of our era: how can an economy operate on the basis of value created in the present, rather than on claims projected into the future?

	The aim is to advance economics toward a discipline of observation rather than projection. The System K pursues this objective by replacing ambiguity with measurement, uncertainty with equilibrium, and abstraction with recorded production. Where earlier systems relied on accounting representations, this framework relies on the accounting of observable reality.

	This book articulates a coherent framework of real measurement with clarity, technical discipline, and conceptual precision.

	 

	 

	 

	INTRODUCTION 

	Economics, as practiced throughout the last century, rests upon a central paradox: production is real, yet its representation is nominal. Economic organisation evolved into an architecture in which circulation reflects claims rather than measured output, and systemic instability arises from the structure itself (Minsky, 1986; Reinhart and Rogoff, 2009). At its core lies a simple observation: nominal representation never constituted real measurement.

	The System K presented in this monograph proposes a fundamentally different method for recording economic reality. K is not a currency but a measurement unit of real value —a measurement standard that links production and consumption through physical observability. It provides precise and verifiable information regarding the resources produced and consumed by countries, sectors, firms, and individuals, replacing statistical approximation with measurable quantities (Friedman, 1969; Mankiw, 2021).

	The structure of this work follows a progression from diagnosis to reconstruction. It begins with an examination of nominal representation and its structural limitations, then proceeds to define K and the recording of real flows. It demonstrates how economic activity can be expressed in measurable terms across sectors. Industry, energy, infrastructure, tourism, and defence are examined to determine when activity generates real value and when it constitutes consumption.

	The analysis then turns to the equilibrium point Ψ₀—the zero reference condition that allows economic systems to operate without inherited imbalances. It outlines the role of national institutions, the transition mechanism, and the protocol of symmetric K-verification that ensures accuracy, transparency, and consistency.

	The final section examines international K-flows and the conditions for global stability. Within this framework, exchange occurs on the basis of recorded production rather than representational power, establishing a system in which value derives from measurable contribution.

	This monograph presents a complete and technically feasible framework. Its purpose is to demonstrate that a system grounded in real measurement is operationally secure and implementable without disruption. Economic stability emerges when representation returns to measurement, and measurement returns to physical reality. The pages that follow invite the reader to consider the economy through the lens of real measurement.

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	PART A — The Problem of Value and the Failure of Measurement

	 

	CHAPTERS 1–8

	 

	CHAPTER 1

	The Problem of Value in Economics

	1.1 The Concept of Value and the Difficulties in Defining It

	Value occupies a central place in economic thought, yet its conceptual foundations remain unsettled. At times it is associated with markets, at other times with production, and in other cases with subjective perception. The absence of a stable and universally accepted definition generates analytical instability: the same economic phenomenon may be interpreted differently depending on the framework applied. This ambiguity prevents the formation of a coherent analytical structure and limits the precision of economic reasoning (Keynes, 1936; Samuelson and Nordhaus, 2010).

	 

	1.2 The Distinction Between Nominal and Real Value

	Economic activity is typically recorded through nominal representation, which responds not only to changes in production and consumption but also to institutional and financial variations. As a result, such representation cannot function as an objective indicator of real economic processes. A persistent divergence emerges between nominal records and underlying physical reality, complicating comparison across time and weakening the reliability of long-term analysis. When representation evolves independently of production, analysis becomes structurally distorted (Friedman, 1969; Bank of England, 2014; BIS, 2018).

	 

	1.3 The Measurement Problem in Economic Theory

	It has long been observed that economics cannot operate as an empirical discipline without a stable and commonly accepted unit of measurement. When recorded data depend on conventions, heterogeneous assumptions, or incompatible accounting practices, theoretical results lose general validity. The absence of a common metric restricts comparability across sectors and time and obstructs the identification of consistent empirical regularities. This limitation concerns the core methodological status of economics as a measurement-based field (Mankiw, 2021; Samuelson and Nordhaus, 2010).

	 

	1.4 Consequences for Economic Analysis and Policy

	The absence of a unified method for assessing real value undermines the accuracy of recorded data, the reliability of projections, and the coherence of policy design. States operate with information that lacks a consistent measurement reference. This condition introduces uncertainty, wide margins of deviation, and informational asymmetry. As a result, economic decisions rest on estimation rather than on observable quantities, while recorded indicators may diverge substantially from physical conditions (Reinhart and Rogoff, 2009; Stiglitz, 2010).

	 

	1.5 The Enduring Deficit of Measurability

	The history of economic thought reveals that the problem of value has remained unresolved. No framework has established a universal unit of real value comparable to measurement standards in the natural sciences. Various approaches have relied on representation through exchange, income, or production inputs, yet all converge on a common outcome: without a stable unit of measurement, theory remains fragmented (Georgescu–Roegen, 1971; Hall and Klitgaard, 2018). 

	 

	 

	CHAPTER 2

	The Absence of a Measurable Foundation

	 

	2.1 The Measurement Problem in Economic Science

	Economic activity generates a continuous flow of information, yet its evaluation proceeds without a stable unit of measurement. Recorded magnitudes vary in response to monetary and institutional conditions, rendering the variables of analysis neither temporally nor internationally comparable. The difficulty does not arise from economic complexity itself, but from the absence of a stable and universally accepted unit of measurement (Samuelson and Nordhaus, 2010; Mankiw, 2021).

	 

	2.2 Dependence on Currency as a Valuation Proxy

	Currencies are routinely employed as proxies for valuation, despite lacking the defining properties of a stable measure. Their quantity and behaviour change over time; recorded variation therefore cannot be attributed exclusively to real factors. As a result, the observation of production and economic activity becomes intermixed with representational effects, obscuring the real quantities that analysis seeks to observe (Friedman, 1969; Bank of England, 2014).

	 

	2.3 Absence of a Common Accounting Basis

	National economies rely on distinct accounting standards, indices, and calculation methodologies. These discrepancies introduce discontinuities into recorded data and weaken comparability across jurisdictions and across time. Apparent differences may reflect methodological variation rather than underlying economic divergence. The lack of a common accounting basis prevents the establishment of stable valuation criteria and obstructs the formulation of universally applicable analytical principles (BIS, 2018; Stiglitz, 2010).

	 

	2.4 The Limits of Existing Indicators

	Composite indicators and statistical adjustments attempt to reduce representational distortion, yet they do not constitute measures of real value. They depend on assumptions, selections, and weighting schemes that vary across contexts and objectives. Despite refinement, such indicators cannot provide a stable foundation: they describe variation within representational systems and therefore do not constitute quantities measured in physical terms (Georgescu–Roegen, 1971; Hall and Klitgaard, 2018).

	 

	2.5 Implications of the Missing Foundation for Theory and Policy

	The absence of a stable measurement foundation affects both economic theory and applied policy. Analytical conclusions rely on data without a consistent reference, introducing systematic deviation and uncertainty. Policy design therefore proceeds on the basis of approximation rather than observable magnitude, while international coordination remains constrained by incompatible measurement frameworks (Reinhart and Rogoff, 2009; Wray, 2012).

	 

	 

	CHAPTER 3

	The Structural Limitations of Aggregate Indicators

	 

	3.1 The Limits of Aggregate Output Indicators

	Aggregate output indicators are commonly treated as measures of economic performance, yet they do not measure real value. They record valuation in representational terms, which may vary due to changes in monetary conditions or accounting conventions rather than shifts in productive capacity. As a result, such indicators reflect nominal constructions shaped by institutional parameters rather than the physical structure of production. They provide a general description of activity, but not a measure of real productive magnitude (Samuelson and Nordhaus, 2010; Mankiw, 2021).

	 

	3.2 Discontinuity Between Production and Representational Adjustment

	Attempts to distinguish between nominal and adjusted aggregates rely on statistical transformations. These adjustments are constructed on assumptions regarding representational variation and therefore cannot function as direct measures of value. Adjusted aggregates remain estimates derived from representational records and do not correspond to observed quantities. This discontinuity becomes pronounced during periods of intensive monetary or financial intervention, when recorded magnitudes diverge substantially from underlying productive activity (Friedman, 1969; BIS, 2018).

	 

	3.3 Structural Limits of Consumption-Based Indices

	Consumption-based indices are designed to track variation within selected baskets. They do not measure the value of goods, products or services, but changes within representational structures defined by selection, weighting, and methodological assumptions. As these parameters vary across jurisdictions and over time, such indices capture representational variation and do not measure real value. Their use as a measurement foundation is therefore constrained by instability and limited comparability (Stiglitz, 2010; Mankiw, 2021).

	 

	3.4 The Non-Representational Nature of Financial Indicators

	Financial market indicators record variation in asset valuation shaped by expectations, liquidity conditions, and speculative dynamics. They describe market behaviour and do not represent productive structure. Significant volatility may occur without any corresponding change in production or consumption, illustrating the persistent separation between financial representation and real economic activity (Minsky, 1986; Reinhart and Rogoff, 2009).

	 

	3.5 Absence of a Measurement Foundation

	The shared limitation of aggregate output indicators, consumption-based indices, and financial indicators is their reliance on representational valuation without a stable relationship to real value. They function as observational instruments within representational systems, not as units of measurement. In the absence of a real-value metric, economic analysis remains exposed to variation originating in representation instead of production, preventing the formation of consistent analytical conclusions (Georgescu–Roegen, 1971; Hall and Klitgaard, 2018).

	 

	 

	CHAPTER 4

	The FIAT Mechanism and the Loss of Real Measurement

	 

	4.1 The Nature of FIAT Money

	Modern currencies operate as instruments of exchange without a physical or measurable reference to real value. Their validity does not arise from production but from institutional designation and collective acceptance. Monetary circulation expands or contracts through policy and institutional processes, independently of any direct link to real value. As a result, currency functions as a representational medium and does not constitute a unit of measurement (Friedman, 1969; Wray, 2012).

	 

	4.2 Money Creation Through Credit

	The dominant channel of monetary expansion is credit issuance. New monetary balances emerge through lending operations, while central institutions influence aggregate circulation conditions. Each unit created through this process corresponds to a recorded obligation, linking monetary expansion to the accumulation of debt. Monetary contraction follows the reverse process. Consequently, circulation dynamics align more closely with credit cycles than with recorded production and consumption flows (Bank of England, 2014; Minsky, 1986).

	 

	4.3 Disconnection Between Money and Real Output

	Monetary expansion through credit does not track the movement of real output. Circulation may increase without corresponding production, or contract despite stable productive activity. This disconnection creates a widening gap between representational variables and underlying physical processes of production. Fluctuations therefore originate primarily from credit conditions and institutional decisions and are not directly linked to changes in production (BIS, 2018; Stiglitz, 2010).

	 

	4.4 Instability in the Observation of Economic Activity

	When circulation lacks a stable reference measure, observation becomes inherently unstable. Recorded valuation responds to institutional and financial conditions, not to production. Identical economic activity appears differently under varying monetary circumstances, reducing the reliability of recorded indicators and undermining the coherence of economic observation (Reinhart and Rogoff, 2009; Minsky, 1986).

	 

	4.5 Loss of Measurement Under Debt-Based Circulation

	The structural linkage between circulation and debt results in the loss of real measurement. Economic systems record variation in monetary balances and obligations, yet lack a stable method for capturing the value actually produced. Apparent expansion may occur without corresponding production, while contraction may be recorded despite unchanged real activity. This inconsistency reflects a structural limitation of debt-based monetary mechanisms (Hudson, 2018; Wray, 2012).

	 

	4.6 Institutional Consequences of Representational Valuation

	The consequences of representational circulation extend to the institutional level. When valuation is detached from stable measurement, analytical tools lose precision and policy operates under persistent uncertainty. Economic governance becomes increasingly complex when recorded indicators reflect monetary conditions rather than productive reality. These limitations underscore the necessity of a stable physical basis for measuring real value (Georgescu–Roegen, 1971; Hall and Klitgaard, 2018).

	 

	 

	CHAPTER 5

	Credit, Debt, and the Artificial Creation of Recorded Wealth

	 

	5.1 Credit as a Mechanism of Monetary Expansion

	Credit constitutes the primary mechanism through which monetary circulation expands within contemporary systems. When lending occurs, new monetary balances are recorded without prior existence. This process is not linked to measured production and corresponds to an obligation of future settlement. Credit therefore functions as an autonomous channel of monetary expansion, separating recorded circulation from the structure of real production (Bank of England, 2014; Wray, 2012).

	 

	5.2 Structural Persistence of Debt

	The coupling of credit and circulation generates a persistent tendency toward debt accumulation. Settlement of obligations reduces recorded circulation, while continued circulation requires renewed expansion of obligations. Debt thus emerges as a structural feature of the system and persists through continuous renewal (Minsky, 1986; Hudson, 2018). 

	 

	5.3 Artificial Stimulation of Recorded Activity

	Expansion of credit generates increased recorded activity without corresponding growth in productive capacity. Consumption and investment can rise through borrowing while real output remains unchanged. This mechanism creates a divergence between recorded magnitudes and productive reality, as representational expansion substitutes for the creation of real value (Stiglitz, 2010; BIS, 2018).

	 

	5.4 Recorded Wealth Without Productive Basis

	Rising asset valuations reflect increased circulation rather than changes in productive output. Higher recorded valuations convey the appearance of increased wealth despite unchanged production. Such records arise from monetary conditions and do not correspond to measurable changes in productive contribution. Asset valuation cannot serve as a stable indicator of economic activity or national productive capacity (Reinhart and Rogoff, 2009; Rogoff, 2016).

	 

	5.5 Instability Generated by Debt Dependence

	Dependence on debt heightens sensitivity to financial and institutional variation. Shifts in circulation conditions produce significant recorded fluctuation even when production remains stable. Cycles of expansion and contraction thus reflect representational dynamics and are not directly linked to productive fundamentals, revealing a structural separation between financial circulation and productive activity (Minsky, 1986; Reinhart and Rogoff, 2009).

	 

	5.6 Institutional Consequences of Artificial Valuation

	When economic activity is observed through valuation shaped by credit conditions, institutions lack a stable reference for real measurement. Decision-making relies on recorded indicators that do not capture real production and consumption flows. Apparent improvement  occurs at the representational level while real activity remains unchanged. This institutional gap underscores the requirement of a measurement standard capable of recording real value independently of monetary expansion (Georgescu–Roegen, 1971; Hall and Klitgaard, 2018).

	 

	 

	CHAPTER 6

	The Identification of Money with Value as a Historical Error

	 

	6.1 Money as an Instrument of Exchange

	The historical emergence of money responded to the need to facilitate transactions within expanding economic systems. Its initial function was that of an instrument of exchange and transactional convenience, without measurable connection to production. Its effectiveness derived from acceptance and institutional convention rather than from measurement. At this stage, money was not treated as value itself, but solely as an instrument enabling exchange (Keynes, 1936; Friedman, 1969).

	 

	6.2 Gradual Conflation of Money and Value

	As economic organisation expanded, money came to be used not only as a means of exchange but also as a proxy for value. This development did not arise from the establishment of a measurable foundation and emerged from practical convenience. Monetary representation offered an accessible reference for comparison in the absence of a unit capable of capturing real economic magnitude. Over time, money and value became conflated in the absence of a stable measure (Samuelson and Nordhaus, 2010; Mankiw, 2021).

	 

	6.3 Institutional Reinforcement of the Conflation

	The expansion of accounting practices, financial activity, and statistical reporting entrenched the identification of money with value. Recorded indicators and valuations are expressed in monetary units, creating the appearance that such units correspond to real economic magnitudes. However, monetary units maintain no consistent relationship with production or consumption. This practice embedded the conflation into institutional structures, treating value as a monetary quantity in the absence of measurement (Bank of England, 2014; BIS, 2018).

	 

	6.4 Consequences for Economic Theory

	The use of monetary units as valuation references shapes the structure of economic theory. Analytical models and comparisons rely on variables that shift with changes in circulation, independently of production. This instability weakens theoretical coherence, limits predictive consistency, and obstructs the formation of general analytical principles. Theory becomes aligned with monetary movement and loses alignment with the dynamics of real value creation (Stiglitz, 2010; Georgescu–Roegen, 1971).

	 

	6.5 Implications for Public Governance

	The conflation of money and value carries direct implications for governance. Recorded improvement arises from representational variation rather than from changes in production, while contraction is recorded despite stable real activity. Such misalignment complicates institutional decision-making and reduces the reliability of analytical guidance. Decisions based on representational movement risk mischaracterising underlying economic conditions (Reinhart and Rogoff, 2009; Wray, 2012).

	 

	6.6 Persistence of the Measurement Error

	Despite sustained critique, the prevailing system has not restored the distinction between money and real value. Monetary units remain embedded as the default basis of valuation across indicators, models, and accounting conventions. This persistence perpetuates the original measurement error. Economic observation continues without a stable unit of real value and without an objective means of recording real flows. The outcome is enduring analytical inconsistency and institutional uncertainty (Hall and Klitgaard, 2018; Georgescu–Roegen, 1971).

	 

	CHAPTER 7  

	The Expansion of Balance Sheets Versus Real Production

	 

	7.1 The Expansion of Balance Sheets as a Product of Financial Practices  

	The balance sheets of financial institutions, corporations and states exhibit a long-term tendency toward expansion. This enlargement does not stem from increased productive activity and arises from financial practices, changes in valuations and the accumulation of credit. Asset-price appreciation and rising liabilities are major contributors to balance-sheet growth, irrespective of any change in real productive contribution. The result is an accounting expansion that diverges from the trajectory of real output (Minsky, 1986; BIS, 2018).

	 

	7.2 The Distance Between Accounting Figures and the Real Economy  

	As balance sheets become increasingly shaped by

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
		Only physically measured magnitudes qualify as information.

		Nominal quantities do not represent real variables.

		Assumptions, proxies, and adjustments are not measurements.

		A real-value system requires a constant physical unit as its observational base.
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