
 

 
WHEN MONEY FAILS: THE DANGERS OF FIAT CURRENCY 

 
Throughout history, fiat money, often loses value. This can 
cause big economic problems. The worst kind of this 
problem is called hyperinflation, where money becomes 
almost worthless very fast. This shows how risky it can be to 
have a money system that only relies on the government's 
word without any real backing. 
 
- China’s Early Experiment:  Fiat money started in China 
around the 11th century. It was just paper money with no 
gold or anything valuable backing it. Over time, too much 
paper money was made, causing it to lose value. 
 
- Germany's Money Trouble: After World War I, Germany 
tried to pay off its huge war debts by printing more money. 
This led to hyperinflation in the 1920s, making their money 
almost worthless — people even used it as wallpaper! 
 
- France’s Revolutionary Currency: During the French 
Revolution, France made a new type of money called 
"assignats," backed by land taken from the church. They 
printed too much, and soon it lost value. 
 
- Zimbabwe’s Economic Crash: In the early 2000s, 
Zimbabwe printed a lot of money to fix its economic 
problems, which caused extreme hyperinflation by 2008. 
The money became so devalued it had to be abandoned. 
 



 

- Recent Crisis in Venezuela:  Venezuela has faced severe 
hyperinflation since around 2014. The country relied heavily 
on oil sales, and when oil prices dropped, combined with 
bad management and political issues, their money's value 
plummeted, causing widespread economic problems. 
 
 
Role of Central Banks: 
 
Countries usually have something called a central bank to 
try to keep things stable. In the US, it's called the Federal 
Reserve, and in the UK, it's the Bank of England. Most places 
just call it the central bank. Central Banks manage the 
country’s money supply and interest rates to try to keep the 
economy stable and prevent money from losing its value 
too fast. 
 
Why Back Money with Gold or Land:  
 
Some think it’s a good idea to back money with things like 
gold or land because it can help keep its value. When 
money was backed by gold, like the US dollar was until 
1971, it helped keep the economy stable. 
 
The Big Lesson:  
 
Even though central banks try their best; fiat money can still 
lose its value if things are managed poorly. When that 
happens, life can get really tough for everyone. That's why 
it's important for countries to be careful with how they 
handle their money. 
 


