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1. What was used as money in 
Colonial America? Give a brief 
overview. (287-288) 
 

2. Explain the origins of the dollar. 
(289) 
 



1. Medium of exchange 

 Something accepted by all parties as payment 
for goods and services 

 Roman Soldiers received SALT as annual salary 
because it was so valued 

 



Measure of value 
 A common 

denominator that can 
be used to express 
worth in terms that 
most individuals 
understand 

 Price tag 

 Something we use to 
compare price of 
something with 
something else 

 

 



Store of value 
 
 Any form of 

commodity, asset, or 
money that has value 
and can be stored and 
retrieved over time. 
 
 
 
 

 The function of money 
that enables goods and 
services to be paid for a 
considerable time after 
they have been 
acquired. 



1. Portability 

 Must be easily transferred from one person to 
another 

 Dog teeth, feather-stick, compressed blocks of tea, 
bunches of tobacco 

 

2. Durability 

 Needs to last while it is handled 

 Wampum – Native American 



3. Divisibility 
1. Needs to be easily divided into smaller units 
2. Blocks of tea could be cut into smaller pieces, bundles 

of tobacco could be broken apart 
4. Limited Availability 
 Dog Teeth of New Guinea – taken from wild dogs, they 

were hunted so they were limited amount of dogs to 
get teeth from 

 Wampum – rare 
 It will loose its value when there is too much of it.  

▪ When settlers used industrial dyes to turn the white shells into 
black/purple – doubled the value of wampum causing it not to 
be worth much 

 



 Monetary Standard – the mechanism 
designed to keep the money supply portable, 
durable, divisible, and limited in supply – 
helps with this task.   

 The United States has had several monetary 
standards in the past.  
 



 Overview of Money and Montary Standard 

 
1. Why don’t we use diamonds? 
2. What happened to the Yugoslavian 

currency? 
3. How often did prices double in 

Yugoslavia? 
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1. Before the Civil War, who made money? 
2. What did the Constitution say about 

making money? 
3. During the Colonial Period, if a person 

lost faith in their monetary notes or the 
bank, what could they trade in their 
paper for? 

4. What was a problem with the currency 
that banks printed? 





 Different sizes, shapes, 100s of diff currencies 
in one city. 

 By the Civil War (1863) the US had 10,000 different 
currencies 

 Banks could print more money whenever 
they wanted, temptation. 

 Counterfeiting 
 Every bank was supposed to back their 

money with gold & silver – this was rare. 



 Congress needed money to pay for the war. 
 Printed money for the first time.  
 Printed in Green Ink 
 Due to the war, the shift was made from 

privately issued money to government issued 
money. 

 Starting backing money by gold and silver 
 Gold Certificates – paper currency backed by 

gold place on deposit in the US Treasury.  



The Greenback 

National Bank 
Note 



 1900-1934 
 A monetary standard under which the basic 

currency unit is equal to, and can be 
exchanged for, a specific amount of gold. 

 
 The Gold Standard Video Click Here 
1. What is the main reason that we aren’t on 

the Gold Standard? 

 Govt can’t print more money during a recession. 

http://video.cnbc.com/gallery/?video=3000111539


 1930s – Great Depression – people felt better 
holding the gold than the dollar, so they cashed 
in their $ for gold.  

 The Federal Govt was scared they couldn’t back 
all the money with the supply of Gold…so FDR 
declared a national emergency 

 Anyone holding more than $100 worth of gold 
must disclose it to GOVT. 

 Then Gold Reserve Act was passed – citizens and 
banks had to turn in all their gold to the US Govt! 

 1934 – went off gold standard for good. 



 Review – What is a Fiat money system? 
 Inconvertible fiat money system – a monetary 

standard under which the fiat money supply 
cannot be converted into gold or silver by its 
citizens.  

 Our money supply is now controlled by the 
Federal Reserve System 
 Coins last average of 20 years 

 Lightweight 

 Penny is divisible  

 Limited availability – if the govt doesn’t print more… 



Federal Reserve Notes 



1. Describe the three functions of money 
2. Identify the four characteristics of money 
3. Define fiat money 
4. Define monetary unit 
5. Define monetary standard 
6. Explain why individual bank notes didn’t 

work! 
7. Why didn’t the gold standard work? 
8. We currently have a inconvertible fiat money 

standard, what does this mean? 



 



 


