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By JOHN ELY BRIGGS

(Editor's Note: The following article was made available
by John W. Kroger, SPMC 1775. It was originally pub-
lished in the Times-Republican of Marshalltown, Iowa in
the 1933-35 period to stimulate interest in economics
among public school pupils. Nevertheless, it provides
adults with an excellent overview of money as a political
issue even today.

The author was Dr. John Ely Briggs, a well-known Iowa
educator. An Iowa native, he received his doctorate at
Iowa University in 1916, where he served as a professor
of political science and history until 1937. He was the
author of Iowa Old and New published in 1939 and edited
The Palimpsest, an Iowa historical periodical. We are
indebted to Mr. Kroger for calling the article to our
attention and to the Times-Republican for permission to
reprint it.)

H OW can money be a political issue? Everybody is
in favor of money. Most of the pioneers came to
Iowa to make money, and the same purpose has

been responsible for much of the economic progress of
the state. People want money. What they argue about
is the kind of money, the amount in circulation, and who
should provide it. These questions can all be answered by
the government. Political consideration of money is there-
fore natural and proper.

Much of the public dispute about money has been due
to different notions of what it is. The dictionary explains
that money is anything which serves as a common medium
of exchange in trade. In this sense coins, bank notes, and
government notes are money. Currency is also a word
used to include these forms of money.

Only Common Denominator

—M UCH of the confusion about money results from
thinking that the medium of exchange is wealth.
It is the sign of wealth. Most of it has no value

of its own, but stands for something that has. Money
is like a common denominator in arithmetic—a number
that helps determine the relative size of other numbers.
Thus a dollar is the unit with which we measure the value
of goods.

In the early history of Iowa money was scarce. The
government demanded payment for land in gold or silver
coin. For this purpose settlers hoarded all the "hard"
money they could get, which kept it out of circulation.
As business grew and trade increased, more currency was
needed. The banks did not permit depositors to spend

their money by means of checks. Neither were Iowa banks
allowed to create money by issuing notes (promises to
pay stated amounts). The pioneers had little confidence
in the general ability of banks to redeem their notes in
specie (gold or silver coin).

In this emergency some merchants circulated notes in
their own name. These certificates of credit (either plain
printed cards or fancy engraved bills) were used in the
local community and could usually be exchanged for legal
currency. Such "personal money" was as good as the
willingness and ability of the issuer to redeem it in gold.
No one knew what paper money of this kind was worth,
and the uncertainty of its value made trading a good deal
like gambling.

Couldn't Issue Money

T HE early settlers would not allow banks to issue
paper money. According to an Iowa law in 1839, a
bank guilty of that offense might be fined $1,000.

Some of the men who wrote our first state constitution
believed banks were a "set of swindling machines" and
a "common enemy to mankind." Others thought well-
regulated banks might do no harm. After much debate,
however, the Democrats put a section in the constitution
of 1846 prohibiting all banks.

The dispute was not settled, however. In the campaign
for the election of the first state officers, candidates told
how they stood on the bank-money question. Ansel Briggs
declared that he wanted "no banks except earth, and they
well tilled." With the aid of this punning slogan he was
elected governor.

As the years passed the need for good banks became
clear. Because money was scarce Iowa was flooded with
"wildcat" currency of worthless banks in neighboring
states. The Whigs argued boldly for banks that could
issue sound paper money. Democratic opposition gradually
weakened. The new constitution of 1857 said that a state
bank could be established if the people wanted it. They
did-11,000 to 3,600!

State Bank Prospered

1 OR seven years the Iowa State Bank prospered. It
circulated over a million dollars' worth of its notes
much of that time. In 1865, however, the United

States government placed a tax of 10 percent on all state
bank notes. This penalty stopped the use of that kind
of currency. The Iowa State Bank redeemed its notes and
went out of business. Since then the national government
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has controlled money. The problem has been an issue in
national rather than state politics.

During the Civil War the national government
printed a lot of paper money. These "greenbacks" as they
were called because of their color, were merely declar-
ations of value. The government did not expect to ex-
change gold or silver for them. As a result greenback
dollars were not worth as much as gold or silver dollars.
Nevertheless they were legal for the payment of debts.
People who had borrowed money on the gold standard of
value could pay it back much more cheaply with paper
dollars. This was good for debtors but bad for creditors.

The people of Iowa, mostly farmers, were still suffer-
ing from the lack of currency. They needed money to
pay for their land, build houses and barns, and buy
machinery. Silver coins had disappeared, gold was
hoarded in bank vaults, and even paper money was not
very plentiful. Greenbacks were no longer being issued.
In 1873 the government stopped coining silver dollars.
Meanwhile business was increasing. No wonder many
Iowans thought the hard times were due to the scarcity
of money.

Greenback Party Formed

group of men dissatisfied with conditions met in
May, 1876, and formed the Greenback Party. They
declared that the government ought to base its

money on the resources and faith of the nation, not on the
gold owned by a few financiers. The people needed more
currency. Therefore more paper money should be printed.
The Republicans dodged the issue and won that election.
In another year the Democrats joined the Greenbackers in
advocating paper money. Such "inflation" of the currency
would raise prices of wheat and hogs. Thus 100 bushels
of 50-cent corn would pay a debt that might have taken
200 bushels when the loan was made before inflation
started.

In 1878 James B. Weaver was elected to Congress by
the Greenbackers. Before he took his seat, however, the
government had resumed the payment of gold for green-
backs at their face value. That, of course, deflated them
to the same value as gold and prices were brought to the
gold standard. Congressman Weaver proposed that the
government issue more paper money, and coin without
charge all silver brought to the mint at the high price of
16 ounces for one of gold. After weeks of trying to have
his measure considered, it was finally taken up and de-
feated.

For about 20 years the advocates of more and cheaper
currency flirted with the idea of free and unlimited
coinage of silver. According to a law proposed by Senator
William B. Allison of Iowa, the government had to coin
between two and four million silver dollars every month.
But this was not enough to satisfy the silver miners.

Silver Issue Disappears

AFTER the Greenback Party disappeared, the Popu-
lists took up the scheme. They wanted money based
on the value of both gold and silver. The Democrats

joined them. W. J. Bryan declared in 1896 that the
farmers of the West would not allow the cities of the East
to "crucify mankind upon a cross of gold." But McKinley
was elected President by the gold standard forces. By
1900 free silver was no longer a prominent issue in
politics.

The problem of regulating the amount of currency to
suit the needs of different parts of the country at all times
was not solved by establishing the gold standard. For
this purpose the Federal Reserve Banks were created
in 1913. They are required to issue and withdraw paper
money as more or less currency seems desirable.

This system worked well until the great depression
began in 1929. Credit was tightened so suddenly and
severely that people could not pay their debts and hun-

dreds of banks failed. The price of gold went up so far
that the government refused to exchange it for paper
money. All gold was taken out of circulation. In Febru-
ary, 1935, the Supreme Court declared that contract debts
need not be paid in gold value. We are off the gold
standard.

"FOR SALE"

PAPER MONEY AND OBSOLETE CURRENCY
LARGE AND SMALL USA CURRENCY
LARGE AND SMALL NATIONAL CURRENCY
"RADAR" SERIAL NUMBER NOTES
"UNUSUAL" SERIAL NUMBER NOTES
FRACTIONAL CURRENCY
COLONIAL AND CONTINENTAL CURRENCY
CONFEDERATE AND CIVIL WAR ERA PAPER

ITEMS
EARLY U.S. CANCELLED CHECKS

BROKEN BANK NOTES

Above price lists available for a large-size,

self-addressed and stamped envelop e.

Please, state your interest so I may send the

lists of your choice. Prompt attention to

every request. Satisfaction guaranteed.

Robert A. Condo
P. 0. Box 304, Drayton Plains, Michigan 48020

ANA-LM 813, SPMC 2153

More on Elias Boudinot

Some supplementary information on the Elias Boudinot,
cashier of the First State Bank of Indiana, mentioned
in Louis Haynes' article in PAPER MONEY No. 47, has been
supplied by Raymond H. Williamson of L y n c h b u r g,
Virginia.

Elias Boudinot is a very unusual name and was borne
illustriously by Elias Boudinot (fourth of the name in
America), President of the Continental Congress 1782-
3, third Director of the U. S. Mint at Philadelphia (1795-
1805), and first president of the American Bible Society.
His dates were 1740-1821.

The Elias Boudinot of the Haynes' article (cashier of
the First State Bank of Indiana) was a nephew of the
Mint Director. He was born March 11, 1791 and died
May 21, 1863.
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