The Rage for Paper Money in the Early
Republic: American Business, Politics, and
Prosperity

Bowser's Rage

The early republic era in American history was marked by significant economic
growth and political changes. One particular aspect of this period that ignited both
enthusiasm and concern was the and subsequent rise of paper money. This
article will explore the deep-rooted connections between American business,

politics, and the fervor surrounding paper money during this time.

The Birth of Paper Money

Prior to the American Revolution, the colonies primarily relied on gold and silver
coins for trade and commerce. However, the scarcity of precious metals
combined with the need for a more flexible medium of exchange led to the

emergence of paper money. The Continental Congress issued the first paper
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currency during the Revolutionary War to finance military expenses, and this

marked the birth of paper money in America.
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Expansion of Paper Money

Following the ratification of the Constitution in 1789 and the establishment of the
First Bank of the United States, the federal government played a crucial role in
controlling and expanding the issuance of paper money. This led to a rapid
proliferation of state banknotes, often resulting in a lack of uniformity and stability

in the economic system.

The issuance of paper money became a contentious political issue during the
early republic era, with two opposing factions emerging: the "hard money"
advocates and the "soft money" proponents. The former believed in a currency
backed solely by gold and silver, while the latter argued for a more expansive and

flexible monetary system.

Impact on American Business
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The availability of paper money had a significant impact on American businesses
and entrepreneurs. It provided them with a means of obtaining credit, promoting
investment, and spurring economic growth. During this period, the expansion of
paper money played a crucial role in the rapid development of industries such as

manufacturing, agriculture, and transportation.

However, the proliferation of state banknotes also led to numerous economic
challenges. The lack of standardization often resulted in counterfeiting, wild
fluctuations in currency values, and widespread financial fraud. These issues
heavily affected businesses, with many entrepreneurs facing significant losses

due to the inherent risks of the paper money system.

The Role of Politics

The debate over paper money became deeply intertwined with American politics
during the early republic era. The question of whether the federal government
should have the power to control and regulate currency led to heated arguments

and fierce political battles.

Notable political figures such as Alexander Hamilton and Thomas Jefferson
clashed over the nature of paper money. Hamilton, as Secretary of the Treasury,
championed a strong central bank to control the issuance of currency. In contrast,
Jefferson, serving as Secretary of State, argued for a decentralized banking

system to allow for local control and prevent potential abuse of power.

The Downfall of Paper Money

As time went on, the flaws and challenges of the paper money system became
increasingly evident. The lack of stability and the susceptibility to economic crises

led to growing discontent and a push for reform.



Ultimately, the Panic of 1837 marked a turning point in American monetary policy.
The crisis, triggered by widespread speculation and a sharp decline in the value
of paper money, served as a catalyst for the establishment of a more stable and
centralized banking system. This paved the way for the eventual demise of the

free issuance of paper currency and the adoption of gold and silver standards.

The early republic era witnessed a passionate love affair with paper money,
embodied both in the hopes it raised for American prosperity and the challenges it
posed for business and political stability. The combination of economic growth,
political debates, and inherent flaws shaped the course of American monetary

policy and laid the groundwork for future financial systems.

While the rage for paper money in the early republic eventually subsided, its
impact on American business, politics, and the pursuit of economic prosperity
cannot be denied. The lessons learned during this era continue to shape our

understanding of the relationship between money, power, and the dynamics of a

growing nation.
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The colorful history of paper money before the Civil War

Before Civil War greenbacks and a national bank network established a uniform
federal currency in the United States, the proliferation of loosely regulated banks
saturated the early American republic with upwards of 10,000 unique and legal
bank notes. This number does not even include the plethora of counterfeit bills
and the countless shinplasters of questionable legality issued by unregulated
merchants, firms, and municipalities. Adding to the chaos was the idiosyncratic
method for negotiating their value, an often manipulative face-to-face discussion
consciously separated from any haggling over the price of the work, goods, or
services for sale. In Bank Notes and Shinplasters, Joshua R. Greenberg shows
how ordinary Americans accumulated and wielded the financial knowledge

required to navigate interpersonal bank note transactions.

Locating evidence of Americans grappling with their money in fiction,
correspondence, newspapers, printed ephemera, government documents, legal
cases, and even on the money itself, Greenberg argues Americans, by necessity,
developed the ability to analyze the value of paper financial instruments, assess
the strength of banking institutions, and even track legislative changes that might
alter the rules of currency circulation. In his examination of the doodles,
calculations, political screeds, and commercial stamps that ended up on bank
bills, he connects the material culture of cash to financial, political, and intellectual

history.

The book demonstrates that the shift from state-regulated banks and private
shinplaster producers to federally authorized paper money in the Civil War era led
to the erasure of the skill, knowledge, and lived experience with banking that

informed debates over economic policy. The end result, Greenberg writes, has



been a diminished public understanding of how currency and the financial sector

operate in our contemporary era, from the 2008 recession to the rise of Bitcoin.
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