
 

What is the Gold Standard? 

Imagine every piece of paper money in your wallet could be traded for a small 
piece of gold. That's pretty much what the gold standard is all about. Under 
the gold standard, the value of a country’s money is directly tied to a specific 
amount of gold. Governments that use the gold standard promise that you 
can exchange your paper money for gold anytime you want, based on a fixed 
rate. So, if you have money that says it's worth one gram of gold, you can 
actually trade it in for that gram. 

How is this different from earlier paper money? Before the gold standard, a lot 
of paper money was just a promise, kind of like an "IOU" note. This earlier money 
might have been backed by gold or silver, but it wasn’t always a guaranteed 
trade. Sometimes, you couldn’t exchange your money for gold or silver 
because the backing was inconsistent or the reserves were not enough. With 
the gold standard, the promise is much stronger because the government has 
to keep enough gold to back up all the paper money it makes. This made 
money more reliable and helped prevent the government from making too 
much money that could lead to inflation. 

Simplified Timeline: From IOU Paper Money to the Gold Standard 

19th Century 

• 1816: The United Kingdom starts using the gold standard. This means that 
every British pound had to be worth a certain amount of gold. The idea 
was to make the money more stable and trustworthy. 

• 1861-1865: During the U.S. Civil War, the government made 
"greenbacks," which were paper money not backed by gold. This 
caused prices to go up (inflation), but they needed to do this to pay for 
the war. 

• Late 19th Century (1870s-1900): Lots of countries saw how well the gold 
standard was working for creating stable money, so they started using it 
too. This helped make trading between countries smoother because 
everyone agreed on how much the money was worth in gold. 

 

 



20th Century 

• 1914: When World War I began, many countries stopped using the gold 
standard so they could print more money to pay for their military needs. 
This meant they temporarily stopped guaranteeing their money with 
gold. 

• 1925: Britain tried to go back to the gold standard to bring back the 
good old days of stable money before the war, but it was tough to keep 
up because of economic pressures from around the world. 

• 1931: During the Great Depression, the UK had to stop using the gold 
standard again. The problem was that it restricted how much money 
they could make, which they needed to do to fix the economy. 

• 1933-1936: The United States and other countries also decided to leave 
the gold standard. This gave them more freedom to handle their money 
policies, which was crucial for getting out of the economic crisis of the 
Great Depression. 

Conclusion 

Switching from IOU paper money to the gold standard was a big step in how 
money worked. It made people trust the money more because it was linked 
directly to gold. But when big economic problems came, like wars and the 
Great Depression, this system was too strict and made it hard for governments 
to react. That’s why many countries eventually moved to a system where the 
value of money is decided by government rules, not gold. This timeline shows 
how the way money is managed often changes to meet the needs of people 
and the economy during different times in history. 

 
 
 
 
 
 
 
 
 
 
 
 

 



For adventurers interested in learning more about the history of the gold 
standard and the evolution of centralised money systems, here are some 
recommended books and sources that provide deeper insights and factual 
information: 

1. "A History of Money: From Ancient Times to the Present Day" by Glyn 
Davies - This comprehensive book traces the history of money, 
including the development and operation of the gold standard across 
different countries. It provides a detailed look at how monetary systems 
have evolved over time. 

2.  "The Ascent of Money: A Financial History of the World" by Niall 
Ferguson - Ferguson's book covers the rise of various financial systems, 
including the gold standard. It discusses the impact of these systems on 
global economies and how they have shaped historical events. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


