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To my mother Lauretta and my father Dino



The Tower of Hercules at La Coruitha, Spain, said to be the oldest continuously operated
lighthouse site in the Western World. Here in June 1984, the author learned of the
death of his father, and promised to carry out a task in his memory. This book fulfills a

part of that pledge.

A view from the author’s Battery Park
apartment in lower Manhattan in May
1991, just after the first Gulf War.
Looking past the south tower of the old
World Trade Center, up Liberty Street,
the road was like a dark canyon, but at
its end was the New York Federal
Reserve Bank, basking in sunlight. Its
structure dominated and confined the
subdued roadway below. At that
moment the author realized it was time
to concentrate on this work.
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PREFACE

The final words of our last chapter were written on Labor Day at
Qak Street Beach in Chicago. A week later on September 11, 2001, New
York’s World Trade Center was attacked.

That event, the world has been repeatedly told, “changed every-
thing.” To the author, however, rather than a changed world, it seemed
more a case of our gaining a greater realization or understanding of what
the world had already been allowed to become.

But since the book hadn’t gone to the printer, as the illustrations
were still being assembled, there was the opportunity to see if indeed
changes were called for. We added a few notations in the Introduction,
also in the section on Islamic monetary traditions, and the new European
Monetary System. Several paragraphs were added to the reform propos-
als in Chapter 24, to analyze some of the dangers the attacks pose for
temporary interference with our Bill of Rights and our constitutional
Republic, and thus the prospects for monetary reform.

The events of September 11th, and the potential for further attack,
do not alter the book’s thesis, or monetary concepts and history present-
ed. Rather, those horrendous, inhuman acts and threats show all the more
strongly the pressing need for security, which can only be brought about
through a strong long term commitment to justice. And that includes -
even depends on - a just monetary system.

The matters we discuss in this book have direct impact not only on
our daily lives, but on the direction our civilization will take. That can
still be in our hands, if we choose to make it so.
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"Universal historians will be valuable only
when they can reply to history’s essential question:
What is power?”

“History can only be explained by introducing
a power which they apparently do not recognize.”

Leon Tolstoy, War and Peace



MONETARY AWARENESS
IS THE CRUCIAL MISSING ELEMENT

To begin understanding how the world’s power structure operates as
we enter the third millennium, citizens must first become aware of cer-
tain monetary concepts.

On a national level the behavior of the stock exchanges in the late
1990’s appeared to break free of any connection to the real world. As if
by magic, wealth and power were quickly and effortlessly amassed and
concentrated, as never before, into the hands of a small part of the pop-
ulace. At the same time growing numbers of normal working people
were placed under greater financial stress, falling behind into debt or
even bankruptcy. Such developments threaten American Democracy,
especially when they occur together.

While financial promoters hailed the coming of a “new era” of ever
rising share prices, it was clear to many that something was seriously
wrong - but exactly what was it? When the markets began to falter, peo-
ple were vaguely aware of a monetary cause of the predicament and just
before September 11, 2001, the Federal Reserve Chairman’s image alter-
nated between “hero” and “rogue,” depending on who was asked.

While September 11th was a tragedy for most good people around
the world, it has also provided some with a convenient “cover story” to
take the blame for the results of flawed systems and policies - dilemmas
that were fast coming home to roost anyway.

However, these problems go beyond the shortcomings of any indi-
vidual and are rooted in the false structure of our monetary system. To
understand how America is currently mis-ruled requires that we under-
stand the real monetary causes of the difficulties. To solve them will
require that our money system be based in law - not in lies.



On a global level, organizations such as the International Monetary
Fund, the World Bank, and the World Trade Organization, long assumed
to be serving the financial needs of mankind, have come under attack by
youthful demonstrators, charging that their real intent in promoting
“globalization” is not to serve but rather to ensnare humanity in a type of
perpetual bondage. Statistics do support their charges.

Yet on both the national and international levels, meaningful criticism
should also present a better alternative to the present monetary regime and
its tendency to consider mankind as so many economic units. To formu-
late such alternatives we must first examine the nature of money.

MONEY IMPACTS EVERYTHING

The effects of a flawed money system are not limited to economics,
and while monetary knowledge can lead to wiser decisions on personal
investments, society’s preoccupation with speculation is itself a symp-
tom of the wider disease.

Since the monetary question directly impacts all areas of human
activity, in order to make real progress towards justice, a clean environ-
ment, a sound energy policy, decent health care and retirement systems,
and greater real freedom of choice and action for the citizenry requires
the monetary problem to be addressed and solved first.

International developments also demand such knowledge. In Europe
the formation of the European Community is among the most important
geopolitical events of recent centuries, on the magnitude of the original
formation of the United States, and is bound to affect world events far
into the future.

A major part of this new political reality is the merging of Europe’s
national moneys into a single currency - the Euro. Although the media
concentrates on the political and economic aspects of the European
Union, history indicates that the monetary area will be of paramount
importance in shaping the European Community.

PRIMARY IMPORTANCE OF THE MONETARY POWER

The secular power in society is exercised largely through its mone-
tary and banking system. While much attention is focused on the elec-
tions of presidents, prime ministers, and representatives, the real out-
comes in society, such as whether there will be general economic justice,
or whether some groups will get special privileges, are often quietly
determined by the structure of the society’s money system.

These monetary decisions will most directly impact citizens’ daily



lives, more so than the activities of Congress, the President or the
Judiciary. Monetary decisions determine how money is made available
in the community and who gets it - whether it finances industry and
more environmentally friendly production and much needed infrastruc-
ture, or goes into speculation and other forms of corruption. It will
determine levels of employment and unemployment, incomes, interest
rates, and much more. It will shape health care and education and even
the arts. It will continue to determine whether the home population is
protected from biological and other attack, or is left to fend for itself.

Depending on their structure and implementation, monetary institu-
tions are in a position to do great good or harm to the society they are
supposed to serve. Citizen awareness can affect how these institutions
are formed and run. Since beginnings often determine the long range
functioning of institutions, it would be best if such knowledge can devel-
op and influence the European Monetary Union in its formative stages.

But even if this awareness requires more time to mature, it can still
be applied later, should the money system falter and require structural
reform. That’s the monetary task we face in America today.

OUR THESIS

The thesis of this book is that a main arena of human struggle is over
the monetary control of societies and that this control has been and is
now exercised through obscure theories about the nature of money. If it
had to be summarized in one sentence, it is that by misdefining the
nature of money, special interests have often been able to assume the
control of society’s monetary system, and in turn, the society itself.
Describing how this has been done historically will make these concepts
clear and vital, and hopefully sweep aside the mystification in which
money has been purposely shrouded. Guidelines for monetary reform
are then presented, to end the private control of monetary systems and
instead assert the public societal role to control money under the rule of
law, rather than the whims of men.

THE MAIN OBSTACLE - THE MYSTIFICATION OF MONEY

A major problem to understanding money is that, because so much
power is exercised through monetary systems, those who control the
systems and receive special benefits have protected those privileges by
shrouding the monetary concepts in secrecy and confusion.

These smoke screens, applied for centuries, have actually caused
many of the principles of the science of money to be lost, as various arts



and sciences disappeared during the dark ages. These principles are lost
to the general public, and to many in the economics profession, some of
whom have further confused the monetary picture.

MONETARY HISTORY HAS BEEN IGNORED

The mystification process succeeded largely because of the domi-
nant method economists have used to study money. From Adam Smith
to the Austrian School, they’ve placed too much emphasis on theoretical
reasoning - logical argumentation - rather than on direct observation.
Furthermore, they’ve tried to exclude considerations of morality from
their theorizing. About a century ago, the great monetary historian
Alexander Del Mar wrote:

“As a rule political economists...do not take the trouble to study the
history of money; it is much easier to imagine it and to deduce the prin-
ciples of this imaginary knowledge.”!

That this tendency has continued up to the present is confirmed by
the self-admitted methods of Ludwig Von Mises, who in The Theory of
Money and Credit, one of the bibles of the Austrian School of
Economics, wrote:

“The proof of a theory is in its reasoning.”?

That might make sense if he were discussing mathematics, but not
economics. Von Mises actually attacked historical research:

“Knapp, as one of the standard bearers of historicism in political
economy, had thought that a substitute for thinking about economic
problems could be found in the publication of old documents.”

Knapp had launched his own verbal salvo in the introduction to his
State Theory of Money:

“I hold the attempt to deduce [the nature of money] without the idea
of a state to be not only out of date, but even absurd.” (p. vii)

The combatants in this struggle don’t stop at sarcasm, but sometimes
get quite harsh toward those who disagree with their monetary views.
Von Mises slurred Benjamin Franklin, the great scientist, inventor, and
American revolutionary leader. With Franklin silent in his grave, Von
Mises accused him of making positive observations about paper money,
because he was a printer and would benefit financially.

The reason that knowledge of monetary history is so crucial is
because it can take generations for the effects of a money system to
become apparent. Therefore the available empirical data - the facts - on
money exist mainly in history. By ignoring, even ridiculing, historical



study, such economists unwittingly cast aside whatever limited use his-
tory can make of the Scientific Method, and the benefits to be derived
from it. It’s no accident that most of the “guiding lights” of such schools
were formed intellectually before the power and benefits of that method
were truly recognized.

MONETARY HISTORY HAS BEEN CENSORED

Another obstacle is that monetary history has been heavily censored.
For example, in the Athenian Constitution that comes down to us, we
can find how the garbage was collected, but search in vain to learn how
the Athens state coinage system operated. “The Minister of finance is
veiled in obscurity,” wrote Andreades.3 Solon’s great monetary reforms
can barely be pieced together from his poetry and, “There is no record
of (his) introduction of coinage into Attica,” wrote Freeman.* Rome
offers a picture that is by no means complete and unambiguous. “Rome
has no literary remains,” wrote Ridgeway.>

MONETARY DATA IS OFTEN MISINTERPRETED

Still another obstacle is that 19th and 20th century historians tend to
apply Adam Smith’s monetary concepts in their work and mis-evaluate
the monetary data that has survived. Economists often do worse. When
the recorded facts conflict with their favorite theories, it’s not unusual
for them to dispute the facts with a statement such as: “we know that
can’t be right.” They reverse the proper relation between facts and theo-
ry. Sound thinking requires theories to conform to the observed facts.

OUR PURPOSE

The purpose of this book is to contribute some insights from history
to clarify these monetary ideas in order to provide a sound conceptual
basis for crucially needed monetary reform in the United States, and also
to maximize the potential for a good outcome of the new European
Monetary Union. Our method is to focus on important principles of the
science of money, derived directly from historical examples of monetary
systems and thought. We then incorporate them into proposals for
American monetary reform, and briefly evaluate the new Euro system’s
structure.

Since my personal re-discovery of these concepts resulted from
chronologically examining monetary events in history, I'll recount them
to you in the same way, ordered in time. My task is to make sure you will
find that monetary history is never dry or dull, for it is the story of
power!



A special notice and caution to readers and researchers:

As we trace the monetary thread through several thousand years
brief presentation such as this shouldn’t lay claim to finality in
respects. The study of monetary history, theory and reform continues
advance, making this a work in progress.
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An objective of the American Monetary Institute is to expand sev-
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Subsequent editions will have additions, clarifications and correc-
tions called for by continuing study and communication with other
researchers, who are encouraged to bring their relevant work to our
attention and be acknowledged for so doing.

READING THIS BOOK

The author recommends reading one or two chapters a day. Though
the material is presented chronologically and is most comprehensively
understood when read that way, some readers may also use it in
reference style and focus on sections of immediate concern. If a partic-
ular historical period is not your cup of tea, then consider moving to the
next Chapter until you find information that draws you more deeply into
the book’s themes. It is there; and once that happens, the reader may see
the significance of other periods in a more meaningful light.

Two cautions are made: Our concentration on the primacy of mone-
tary matters does not deny the sometimes primary importance of other
factors, occasionally even of chance, in determining the unfolding
course of human events. That said, we do point out that this book looks
at history in a new way - it is 2 monetary interpretation of history.

Second, when the monetary views of historical figures are attacked
or praised, it does not mean that their other views or life work is there-
by denounced or embraced. When we do find such monetary “heroes”
and “villains,” it will be made explicit.

Finally, please bear in mind as you read this work that we are a char-
itable organization, dependent on public support for our continuing
research. This will continue if enough of those who find these views valu-
able will take the next step and join the American Monetary Institute as
Supporting Members. Details may be found at the end of the book.

(Introduction end notes are with the Notes to Chapter 1. Please note that

wherever quotations are emphasized in bold or italic type, the emphasis has been
added.)



CHAPTER 1

THE ORIGINS OF MONEY
SYSTEMS

“...Money exists not by nature but by law.”
Aristotle (Ethics, 1133)

The battle for control over society’s monetary power is fought at
many levels, even in theories about monetary beginnings. The origins of
money are shrouded in uncertainty. Very few facts are yet available,
making most ideas about it a kind of educated guesswork. But the dom-
inant theory reflects the desires of present day forces intent on keeping
government from exercising an appropriate monetary role. Three gener-
al types of origins have been put forward - a sacred or religious origin,
a social or state origin, and a commercial or trading origin. This last the-
ory, being preferred by economists, has received the most promotion.

THE “TRADING” ORIGIN OF MONEY

According to this scenario, in a pre-monetary society goods were
traded directly or bartered for each other. The need for money arose
because the goods to be traded weren’t always equal in value, and
because traders might not desire the particular goods offered at a partic-
ular time. In theory some commodity, because of appropriate qualities,
such as high unit value, portability, divisibility and consistent composi-
tion, became more and more used as an intermediate item in barter - as

“amedium of exchange.

In theory, this usage increased its liquidity, which further improved
its use in exchanges, so that it eventually became agreed upon as a
money commodity. Traders were willing to accept it because they knew
that they could more easily exchange it for desired items at a later time.
The money commodity’s physical qualities also made it a convenient



measure of value, or accounting, and at least a temporary store of value.A

Some economic schools promote this origin theory because they
want to keep the government out of monetary decisions in the present
day, and therefore prefer a market-oriented origin theory, which does not
depend on a governmental or other institutional decision. But they may
be allowing the present day obsession against government to color their
judgment.

For while the trading origin sounds quite plausible, it does not stand
up to close scrutiny. The scenario already presupposes high levels of
development - the recognition of private property as separate from trib-
al property; the recognition of contracts - the trades; and presumably
some system to enforce them. Could these conditions exist unless some
other form of money were already in use?

Considering that cattle was a favorite early money, the trading scenario
loses a good part of its credibility. It’s really an attempt to show the origin
of metallic money, not of money. But the crucial question of what gave

metallic money its value is not answered, or seriously considered.®

THE “SOCIAL” ORIGIN OF MONEY

The anthropologist A. H. Quiggin presents a very different origin
picture in her book, 4 Survey of Primitive Money. While anthropology
by itself cannot establish an historical process or event, it may give use-
ful clues. Her idea was that by studying money in primitive societies still
in existence, some clues on monetary origins might be found:

“The evidence suggests that barter...was not the main factor in the
evolution of money. The objects commonly exchanged in barter do not
develop naturally into money and the more important objects used as
money seldom appear in ordinary barter. Moreover the inconveniences
of barter do not disturb simple societies...this is the state of affairs over
about half the world at the present day (1949).” And,

“The objects that are the nearest approach to money substitutes may

AThis “origin” was originally put forward (in “modern” times) by John Law
in his book Money and Trade Considered. Law was blamed by many for
bringing down France’s money system in the early 1720s. Carl Menger, the
founder of the Austrian School of Economics, resurrected Law’s theory in his
Principles of Economics (1871). Despite its name, this school is primarily
active in the U.S. Their ideas have been taken up in late 20th century America
by the Libertarian political party. For example, Robert Nozick used Menger’s
“Origin” to launch (p.18) his book, Anarchy State and Utopia, one of the
Libertarians’ bibles.



be seen to have acquired their functions by their use, not in barter but in
social ceremony.”” Her anthropological studies showed that standard-
ized payments for brides and blood money for injuries and deaths were
the main uses for money.

THE RELIGIOUS ORIGIN OF MONEY

Paul Einzig and Bernard Laum have presented the case for a sacred
origin of money. In Primitive Money, Einzig notes that:

“Primitive man was guided largely by non-economic considerations.
Among these the belief and fear of supernatural forces...This factor
plays an overwhelmingly important part in the life of primitive man and
for this reason religious requirements are apt to play a more important
part in the origin of money than economic requirements. The evolution
of the economic system in general was itself largely influenced by the
religious factor.”8

Laum’s historical research is presented in his book Heileges Geld.
Money’s origin, he found, lay in religious cult, as the prescribed sacri-
fice to the gods, and payment to the priests. As such it became a “crea-
ture of legal rights,” the oldest such right being the “rite” of the gods.
The norm for religious payment then spread to private payments. Laum
concluded that the Greek city state came to hold the monetary power
“because it held the cult.””

So the original development of money may have arisen out of the need
for uniform sacrifices or dues to the gods, and fees to the priests. The com-
bination of fear of the supernatural, plus respect for the priests’ ability to tell
the right time to plant crops, and their primitive knowledge of both medi-
cines and poisons, would have been a very powerful influence.

CATTLE WAS AN EARLY MONETARY STANDARD

Developments in archeology, numismatics, and other disciplines
will continue to give us a clearer picture of monetary beginnings.
Although we may never know exactly how the earliest money arose, it
may have been from a combination of the factors described, which were
in any case likely to be closely linked. We do know that one of the most
widely used moneys and measuring units for large transactions was the
ox or cow. From Ireland to the Mediterranean to Africa, cattle were used
as a means of exchange, and especially as a measure of value.
Furthermore, they appear to have had a fairly stable value, with three to
four cows exchangeable for one slave woman in ancient Ireland and in
Homeric Greece.!0



CIVILIZATION’S TIMELINE

Let us place money into the context of the major milestones of
human progress:

Starting around 30,000 BC, a progressive refinement is apparent in
human existence until social and economic forms of agriculture
appeared around 10,000 to 7,500 BC. This took the form of hoe garden-
ing done mainly by women. Because hoe gardening was more produc-
tive than hunter gathering, scholars have theorized it led to matriarchal
societies dominated by women.

From around 6,000 BC the horse was tamed, and sheep, goats and
cattle were domesticated, so that by 5,000 BC there existed a mixed cul-
ture based on animal breeding and hoe gardening. The great plow revo-
lution, starting about 4,500 BC, was complete by 4,000 BC. The remark-
able plow enabled the first city civilizations to quickly arise.

THE ANCIENT ORIENTAL MONEY SYSTEM

The form of social and economic organization taken by these early
urban communities in Egypt, Assyria, and Sumeria is known as the
Ancient Oriental System. It embraced the “concept of a living King as
the divine representative and savior of the whole human race, who had
the power to organize the welfare of the whole world.” A powerful Royal
household, in conjunction with a temple hierarchy, held centralized con-
trol over the economy. Compulsory labor service could be required for
public works, and the Pharaohs instructed what and how much to plant,
and how much of the harvest would go into storage.'?

Agricultural commodities by weight served as the primitive money
system in the ancient Oriental societies. They also used metallic com-
modities, particularly silver by weight. Thus when money is discussed in
the Old Testament, as metal by weight, it has less to do with divine inspi-
ration than with the lingering influence of the primitive Oriental systems
in place prior to 600 BC, when the Bible began to be orally created.

It is presumed that in earlier agrarian societies, loans had been made
in seed grains, animals and tools to farmers. Since one grain of seed
could generate a plant with 100 new grain seeds, after the harvest farm-
ers could repay the grain with interest in grain. Similarly, when animals
were loaned they could be repaid with interest in the form of sharing in
any new animals born.

The Sumerians used the same word - mas - for both calves and interest.
A similar Egyptian word meant to give birth. What was loaned thus had



the power of generation, and interest was a sharing of the result.
According to Heichelheim, this was changed in old Babylonia: “The

main ancient oriental innovation in this field was that inorganic materi-

als were treated as if they were living organisms with the means of

reproduction,” he wrote.!?

THE USURY ERROR

It would have been a major conceptual error to allow usury to be
charged on agricultural loans denominated in metals, especially if the
interest and principal was to be paid in metal. For one thing, metals are
“barren” - they have no powers of generation. Any interest paid in them
must originate from some other source or process, outside of the bor-
rower’s understanding or control. Money and power would concentrate
in the hands of lenders.

This structural flaw was alleviated by the central authority. Although
the Royal household was the largest lender and charger of interest, it
took decisive action to minimize the harmful effects of usury, by peri-
odically declaring agricultural debt forgiveness. It also set official prices
for valuing various farm commodities, in effect monetizing them.

“In the earliest city cultures every form of exchangeable goods could
be used as money,” Heichelheim reports, estimating that 12 to 20 such
commodities were monetized. He thought that price lists such as
Hammurabi’s price tables (and those of Sumer, and of Mesopotamia)
have been misinterpreted as price controls when they are really official
exchange rates of various commodities when used as money.!?

This meant that borrowers, depending on their harvest to repay
loans, wouldn’t be harmed by seasonal market supply and demand
forces, as the increased supply from their harvest tended to push market
prices lower. Thus the effect of monetizing these commodities was to set
minimum floor prices for them, when used to repay loans.

But the usury error struck in Europe, and by the time the practice of
usury reached Greece and Rome, over a millennia later, repayment and
interest of metallic loans for agriculture were being demanded in metal
or coinage. This practice was not sustainable, and as we shall see, it led
to horrendous societal problems wherever it occurred.

DID “MONEY” ARISE IN ORDER TO STANDARDIZE DEBT?
Recent research on the monetary activities of Mesopotamian temples,
by Michael Hudson’s scholar’s conference, shows a connection between

debt and the origin of money.!# There we first encounter interest-bearing



debt. Credits extended by temples were denominated in barley and in sil-
ver. Hudson postulates that temples developed money as an accounting
tool - a means of denominating debt - in order to standardize their

accounting procedures.B

IRON DISRUPTED THE ANCIENT ORIENT

The foundations of the oriental societies were shaken by the intro-
duction of iron around 1400 BC, which spurred great migrations into
areas like Greece, Italy, and other parts of Europe by nations which took
advantage of the new weapons to conquer more conservative peoples.
Iron created as much turmoil as the great plow revolution because pre-
viously unworkable heavy soils in southern Russia, Italy, Spain and
Germany could be worked with the iron plow.

Even after the oriental societies faltered, the temple cults, which had
performed monetary functions for the Royal households, continued to
exert an oriental influence on money systems. They developed earliest
and most powerfully in Egypt and Mesopotamia:

“By the second millennium BC the temples of Re, Ptah and Ammon
had become organizations of great power...In the Harris Papyrus of the
11th century BC we find recorded the tremendous holdings of the God
Ammon, his [headquarters] centered at Thebes [the fabulous
Luxor/Karmak complex]. This household controlled great stretches of
arable land and the slaves to work them. It owned towns on the Red Sea
coast and in Syria. It owned ships for carrying its surplus beyond the
bounds of Egypt. Industrially it was a great and self sufficient unit,”

B Hudson notes that temples had made advances of food - two meals a day - to
sustain farmers working on temple lands. This probably gave rise to the region’s
sexagesimal (based on 60) counting system for weight and monetary units:
“Inasmuch as food rations were to be consumed twice daily, the temples and
palaces divided their monthly measures into 60 units [their calendar used a 30
day month]. This made the typical small meal measure — one ‘quart’— 1/60th of
the monthly ‘bushel’ allocation”...This sexagesimal system...spread through-
out the Sumerian economy, including the units of weight used to measure sil-
ver. The large institutions based their accounting systems on the equivalency of
one mina of silver per ‘bushel’ of barley. Dividing the mina weight into 60
shekels of silver made each shekel equal in value to a ‘quart’ of barley. This par-
ity enabled the institutions to keep their accounts in a bi-monetary stan-
dard...calculated readily and equally in terms of silver and barley.”!4

For accounting convenience 3rd millennium BC interest on silver loans
was calculated at 1/60th per month - one shekel per mina, which was 12/60th
per year, or 20%.



wrote William Linn Westerman. !>

Egyptian temples made check-like transfers of grain between depos-
itors, even to branches at different cities, supporting the view that grains
had been monetized.

Egypt had the largest and most densely settled population of the
Mediterranean world, making it more of a nation, or at least a river state,
than a city state. It had one of the most advanced priestly classes, which
Herodotus tells us traced their chronology back 17,000 years, yet no coin
of the Pharaohs has ever been found. However, glass and porcelain
scarabs have been found in large numbers, prompting speculation by
some monetary historians that at one point the scarabs constituted a
money system.'®

ABSTRACT “TOOL” MONEY IN THE WEST

The newer Western societies organized themselves on a more indi-
vidualistic basis than in the ancient Orient, functioning with less central
control. Money took on more abstract forms in the West; advanced forms
that were outside of the monetary traditions of the Orient.

In 1991, high in the Austrian-Italian Otztaler Alps, the 5,000-year-
old body of a man was discovered on a melting glacier. Among his pos-
sessions was a well-preserved copper ax which mystified experts who
determined it couldn’t have been very useful as an ax.

la. Tool moneys probably
began as usable utensils and
evolved into a primitive token
money, as representations of
tools. These crude abstract
moneys developed both to the
east and west of the ancient
oriental cultures (Babylon),
where they were unknown.
This fish hook money is from
Larins, Persian Gulf. As it
becomes used as money, 1
evolves into 2; and 3 evolves
into 4.




It may have been an early form of what is called “tool money.” This
money form, in the shape of tools (hooks, knives, axes, shovels), pre-
sumably started out as real, usable tools, valued for their function. Then
over time, as their use as money became dominant and their “tool” use
became unimportant to their value, their form as money became their
defining characteristic while their possible use as tools became almost
non-existent,

Such tool money developed both to the east of the ancient Orient, in
China, and to the west in Europe. We concentrate here on the Western
developments. Heichelheim writes:

“Cattle...was an often chosen primitive measure...but more often a
further form of money was popular among the Greeks and the other new
racial groups...especially for the more local trade...this was ‘metal tool
money.” These were not carefully weighed and examined, but were
accepted...if they had the traditional form and appearance....””

Tool moneys were used over substantial geographical areas, within the
tribes or nations that recognized and sanctioned particular forms of them.
The oriental system of metal by weight was still potentially relevant for
more distant trading.

MONETARY ROLE OF THE GREEK TEMPLES

Sir William Ridgeway, in The Origin of Metallic Weights and
Standards, described the Greek temple activities of a later period:

“The Temple shrines of Delphi and Olympia, Delos and Dodora
were centres not merely of religious cult but likewise of trade and com-
merce...merchants and traders taking advantage of the assembling
together of large bodies of worshippers from various quarters to...
‘tempt’ them with their wares. The Temple authorities encouraged trade
in every way; they constructed sacred roads, which gave facility for trav-
eling at a time when roads were almost unknown...and placed those who
traveled on them under the protection of their god...at the time of the
sacred festivals all strife had to cease...offering a breathing space for
trade and commerce - hence the probability is considerable that the art
of minting money...first had its birth in the sanctuary of some god.”!$

This development may have been an isolated event. Qu;,ggln
describing how real metal hooks, knives and spits used as money
became transformed into token representations of such objects, writes:

“To us looking backward, the next step appears obvious and
inevitable, but it was only in rare spots, possibly only in one rare spot,



that the final stage was reached, and definite weights of metal, rounded,
flattened and stamped, can be called coins.”!?

THE MONETIZATION OF GOLD

Between roughly 1500 BC and 1000 BC the money systems of
Mediterranean societies began shifting slowly but directly, from a cattle
standard to a gold by weight standard. It appears that the temples played
an important role in monetizing gold.

In the ancient world, gold would have been the easiest metal for
primitive man to obtain. It occurs geologically in ore bearing reefs asso-
ciated with volcanic activity, and was present in most mountain ranges.
Though the metal would have been hard to extract from rock, weather
and erosion broke the rock down, separating the pure gold particles and
depositing them in river beds in easy to mine “placer” deposits. Since
gold doesn’t decompose or oxidize, the deposits would have remained
intact until men found them. Copper would have been the second easi-
est to obtain, and silver would have required the most developed tech-
nology of the three.

We can surmise that at a very early date gold, which was used orna-
mentally, was accepted as donations or fees to the temples, along with
agricultural and animal produce. Unlike the organic donations which had
to be consumed, the gold would remain. Over time, a large proportion of
the existing gold would accumulate in the temples.

This is supported by the vast amounts of gold and silver that
Alexander the Great later seized in 330 BC from the eastern temples at
Susa, Ecbatana and Persepolis, estimated at 740,000 talents, including
2,200 metric tons of silver valued at 180,000 talents.?%

The size of these hoards indicates that they were not accumulated for
economic reasons, for they could never actually be used in commerce.
“Supply and demand had little to do with the production of precious
metals,” concluded Francis Amassa Walker, once head of the US Bureau
of Statistics.?!

Augustus Boeckh, in The Public Economy of Athens, concurs
that “There was an abundance of the precious metals, although not,
to be sure, in circulation...A great quantity was kept from circula-
tion (by Darius)...In Greece, also great quantities were kept from
circulation, and accumulated in temples.”?2



The abundance of gold held by the temples after centuries of suc-
cessful accumulation would be one reason to monetize it. Just so much
artwork and ornamentation would be tasteful. Just so much might be
traded for intended use as jewelry, or introduced into circulation as
loans. Only so much was prudent to hold in reserve. Thus the commod-
ity value of gold would tend to drop over the centuries as more gold was
accumulated, unless the Temple used its deep pockets to hold it back off
the market in useless storage.

THE “CONSECRATION” PROCESS REMOVED GOLD

One visible aspect of the withdrawal of gold appears in a long-stand-
ing tradition: a “consecration” process in which gold or coinage was
buried in the foundations of Temples or similarly walled up.
Archeologists have unearthed substantial numbers of coins buried with

1b. Aristotle and his student Alexander the Great. Alexander’s quest was
not for treasure! The metal he seized was put into circulation as coinage
to support his military and cultural operations. This caused the prices of
practically all commodities to double over a fifty year period, according

to price lists from the temple records of Delos.22



the foundation stones of the great Temple of Diana at Ephesus. Roman
historian Livy described another case:

“Gaius Sulpicus...collected from the spoils a considerable weight of
gold, which he walled up with hewn stone in the Capitol, and so dedi-
cated,” during the war with the Gauls in 359-358 BC.?*

Tacitus describes the survival of this custom 400 years later, on the
restoration of the Capitol by Vespasian around 69 AD:

“Contributions of gold and silver and virgin ores never smelted in

the furnace...were showered on the foundations.”?>

Monetizing the gold - declaring a fixed amount of it equal to one
cow - would alleviate the problems of gold abundance. Further, a more
abstract form of money is created, able to symbolize or represent sub-
stantial wealth with a small physical quantity, whereas the value of a
cow would tend to be limited by what people saw as the value of its
products.

The Temples held such a large portion of the existing gold that they
could control it. It would be difficult for others to obtain substantial
amounts except through them, and they could create a value for it by
accepting it for their “services,” which people considered a necessary part
of life. Even, for example, to pay for “temple prostitutes” as described by
Herodotus and Strabo, for later periods.?® Our studies suggest this “con-
trol” factor as potentially more important than intrinsic value considera-
tions; that money is more a question of power than economics.

WHAT DETERMINED GOLD’S VALUE?

The answer to this important question must recognize that gold was
probably not so scarce in the temples. The value of a cow or ox is fairly
concrete. It can give milk and fertilizer, or pull a plow, create more cows,
or ultimately give its hide and meat. What, however, determines the value
of a piece of gold or silver which is not even consumed?

Who decided what the ratio of cattle to gold would be, and how did
they come to this great financial decision of antiquity? Economists from
Adam Smith down have assumed that the value of gold is determined by
supply and demand, cost of production, and market factors. However, as
we shall learn from the way other similar values were determined, such
as the gold/silver ratio, it is likely that this decision was much more arbi-
trarily made.

It’s more likely that this policy decision was designed to improve the
power of the “Who” part of the question - the priesthoods of the great



Temple cults. So the real point is not what, but WHO gave gold its value.
How it was done was to translate gold’s value into the unit societies
were used to - the cow. In Homeric times, just before the widespread
introduction of coinage, the relation between gold bullion and cattle was
1 cow or ox equaled 130 grains weight of gold, which was known as a
“talanton.” Each grain corresponded to the weight of a grain of wheat.
One hundred thirty grains is just under 1/4 ounce, or about 8 grams.
“The gold unit represented originally simply the conventional
value of the cow as the immemorial unit of barter,” wrote Ridgeway,
who conjectured that 130-135 grains was selected partly because it

fits conveniently into the palm of the hand.?’

This institutionally determined convention or standard appears to
have been adopted around the Mediterranean for several centuries.
Simple gold rings found in Egyptian ruins weigh 128 grains. Similar
gold jewelry found by Schliemann at Mycennae, Agamemnon’s home,
weighed 130-135 grains, as well as rings found on the island of Aegina,
just 20 miles off Athens.

GOLD WAS AN EARLY “FIAT” MONEY

The 130 grain convention would, over time, confer or identify a
monetary value on that amount of gold as equal to a cow. Supply and
demand would not be a major factor, as the temples had ample supply,
the power to hold it off the market, and the power to create a demand for
gold by requiring it for their services.

This would make gold one of the early fiat moneys used by man. A
fiat money is one whose value is decreed and fostered by institutional
decision. The process of monetization confers value on the symbol to be
used as money.

Gold also has a commodity value. With gold these two attributes
have always been confused, so that people speak of gold money as being
“intrinsically” valuable. They are referring to its commodity value. But
in reality this commodity value is only responsible for a part of the price of
gold. Perhaps a larger portion of its value is due to its designation as money,
because this assignment caused vast amounts of gold to be held off the mar-
ket in various treasuries.

THE EAST INFLUENCED MONETARILY

Over time, with the powerful sponsorship of the Eastern temples,
gold would supplant cattle, and come to be valued as money. The
spreading of this concept westward is one of the earliest examples of s
theme that has recurred throughout Western history: monetary control



usually went from east to west.

In this process the “East” made “gifts” of gold to the West. King
Gyges (682-52 BC) and King Croesseus (561-46 BC) of Lydia in Asia
Minor made large gifts of gold and silver to the temples at Delphi and
Branchidae, the two main temples of Apollo. Such donations did not
always benefit the donor - the Oracle’s bad advice to Croesseus led to his
rapid downfall at the hands of the Persians. But using the East’s money
generally brought Eastern influence.

Thus when the Cretans went to Delphi in 480 BC to ask the Oracle if
they should join the other Greeks in the war against Persia, the Oracle of
Delphi ridiculed them and kept them out of the fight.

“The Persians invaded Greece, the famous battles of Thermopylae,
Artemisium and Salamis were fought (and) the Delphic Priesthood came
near to collaborating with Persia,” wrote Seltman, “For 50 years after the
Persians were defeated, Olympia rather than Delphi became the spiritu-
al center of Greece.”?8

The Priests of Branchidae openly sided with the Persians and had to
emigrate east after their defeat. About 150 years later Alexander The
Great, in his conquests, came across the descendants of that Priesthood
living in a community just south of Samarkand. Alexander uncharacter-
istically killed them all and had the town razed to the ground, giving
humanity a lesson in the importance of not forgetting this type of treason.

Then there is Herodotus’ report of Alcmeonides, the Athenian who
the ruler Croesseus permitted to take as much gold out of his treasury as
he could carry, multiplied by two! This treasure established generations
of the Alcmeonid family, which became a center of power and contro-
versy in Athens. Were these cases of international generosity or of trans-
planting - insinuating - a gold money system and ultimately Eastern
influence into the West?

GREEK CITY STATES INTRODUCE COINAGE

Exactly when coinage was introduced is still debated. China’s oldest
document, the Shu Ching, says coinage originated there in 1766 BC,
while the Shu Chi (written from 163 to 85 BC) dates the origin from the
Emperors Shun and Yu, in the 3rd millennium BC.

In the West, Plutarch’s Parallel Lives says Theseus issued coins in
Athens with the “impression of an ox,” about 1260 BC. Pausanius dis-
cusses coins in Troezen (near Epidavrous) around 1200 BC with a trident
and the head of Athena (Book II, Argolics, Chapter 30). However, numis-
matists and economic historians prefer to place the date at about 700 BC,



and the place at Lydia on the western coast of present day Turkey. They
consider that as the time true coinage became systematized, and we have
specimens of some of the coins.

THE COINAGE “COMPROMISE”

Coinage of gold and silver has been viewed as a compromise
between the more abstract fiat tool money forms of the West and the
more materialistic metal by weight system of the Orient. For while the
money was made of gold, it was valued by tale - the official form and
stamp.2®

Lydia was organized largely on the Oriental model but fresher Greek
societies were on its western border. Coinage didn’t start in the Lydian
capital of Sardes, but on the border in the Greek cities of Ephesus and

Miletus, which were allies or subjects of the Lydian Kings.3¢

THE MIDAS WARNING

Interestingly the legend of King Midas arises from this region - a
story powerful enough to reach us through nearly 30 centuries of most-
ly pro-gold indoctrination. Ovid related the story in his Metamorphoses:

Midas was granted one wish by the Gods, who wanted to know what
mankind considered the greatest gift. A kind man who ruled his kingdom
fairly, Midas was not one to think very deeply about what he said, and
though already wealthy, he quickly wished that whatever he touch be
turned to gold. He soon realized his error when he could not eat the food
he touched and his beloved daughter Marygold turned into a statue when
she hugged him. The God Dionysius took pity on Midas and allowed the
waters of the Pactolus river to cleanse him of the power and reverse its
effect, restoring his daughter.

We usually view the Midas legend as a warning against greed, but
perhaps it is more of a monetary warning against idolizing gold. The
story remains a powerful block to making a fetish out of gold. It helps
us to keep from contusing the value and proper role money has in human
life with a cold, dead commodity for its own sake.

EACH CITY USED ITS OWN COINAGE

Coins at first were very crude and stamped on only one side. From
the reign of Amyntas II (393-369 BC) of Macedon, Alexander’s grand-
father, coins were well stamped on both sides. Perhaps the word “mint”
evolved from his name. The word “coin” is modern, from the French
“coigne” - a corner or wedge, derived from the Latin cuneus, a term for
the wedge or punch used in striking coins.
































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































