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The Evolution of Money 
 
There is a strong chance that we will all have read something in the Press over the past 
year about Bitcoin or one of the other so-called ‘cryptocurrencies’. 
 
As ever with new technology, there is a lot of misinformation around with some  
commentators hailing the currencies as ‘the money of the future’ and others predicting 
another 21st Century unicorn. 
 
The purpose of this newsletter is not to endeavour to explain cryptocurrencies and how 
they work as this is likely to send readers quickly to sleep. Instead, we thought we would 
take a look back at the history of money and how it has evolved and, in so doing,  
perhaps give you some food for thought so that you can make up your own mind about 
the future of Bitcoin and its competitors. 
 
If you would like to learn more about cryptocurrencies, you may like to visit the Bitcoin 
website which provides a pleasingly frank and balanced insight into cryptocurrencies 
and Bitcoin in particular.  https://bitcoin.org  
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How much is it? 
 
In pre-history, archaeologists tell us that human 
beings lived together in small communities  
numbering no more than 150 individuals. We 
were hunter-gatherers and within our bands we 
hunted, gathered and manufactured almost  
everything our community required.  
 
There was no need for money. Certain members 
of our band may have specialised in different 
tasks but we would have shared our goods and 
services through an economy of favours and  
obligations. We would have been economically 
independent. 
 
However, over the millennia, humans started to 
come together in larger and larger groups. The 
rise of villages, town, cities and kingdoms and the 
improvement in transport infrastructure brought 
about new opportunities for specialisation in  
different tasks. For example, a village might gain 
a reputation for producing high quality ceramics 
because of the quality of clay found in its area. 
The villagers could discover that it was worth their 
while to specialise nearly exclusively in  
manufacturing clay pots and then trade them with 
other settlements for all the other goods they 
needed. 
 
The problem with such specialisation is how to 
manage the exchange of goods between the  
specialists? 
 
An economy of favours and obligations does not 
work when large numbers of strangers try to  
cooperate. It’s one thing to provide a free service 
to a member of one’s community but a very  
different thing to take care of ‘foreigners’ who 
might never reciprocate the favour.  
 
The problem is knowing how much something is 
worth? The answer is to invent money. 
 
Different types of money 
 
Money was created many times in many places. It 
required no technological breakthrough - just a 
revolution in people’s minds and a shared  
imagination. 

Money is not coins and banknotes. Money is  
anything that people are willing to use in order to 
represent systematically the value of other 
things for the purpose of exchanging goods and 
services. Money enables us to compare the  
value of different commodities, exchange one 
thing for another and store our wealth  
conveniently. 
 
The first money came into being long before 
coins were invented and many cultures have 
prospered using currency such as shells, barley 
grain or, in World War II POW Camps,  
cigarettes! Taxes could still be paid in cowry 
shells in British Uganda in the early twentieth 
century! 
 
We are now familiar with coins and banknotes 
as our money. But, even today, these are a rare 
form of money. The sum total of money in the 
world is currently about $70 trillion, yet the sum 
total of coins and banknotes is less than 10% of 
this figure. The other 90% exists only on  
computer servers. 
 
Accordingly, most business transactions are  
executed by moving electronic data from one 
computer file to another without any exchange of 
physical cash. 
 
For complex commercial systems to function, 
some kind of money is indispensable. In brief, 
everyone always wants money because  
everyone else also always wants money, which 
means you can exchange money for whatever 
you want or need. 
 
Money is thus a universal medium of exchange 
that enables us to convert almost anything into 
almost anything else.  
 
Money is not a material reality, it is a  
psychological construct. It works by converting 
matter into mind. But why does it succeed? 



How does money work? 
 
Why, when we first start out on our working  
careers, are we willing to flip burgers in a fast 
food restaurant or babysit our neighbour’s unruly 
children for a few pieces of coloured paper?  
 
We are willing to do such things from an early age 
because we trust the figments of the collective 
imagination we have in common with virtually all 
other human beings. 
 
In ancient times, when a wealthy farmer sold his 
possessions for a sack of cowry shells and  
travelled with them to a new land, he trusted that 
upon reaching his destination other people would 
be willing to sell him the goods and services he 
needed in exchange for the shells. 
 
Money is accordingly a system of mutual trust. 
Indeed, it is the most universal and most efficient 
system of mutual trust ever devised. 
 
What created this trust was a very complex and 
long-term network of political, social and  
economic relations. Why do I believe in the cowry 
shell or gold coin or new £5 note? Because my 
neighbours believe in them. And my neighbours 
believe in them because I believe in them. And 
we all believe in them because our Queen  
believes in them and demands them in taxes. 

The crucial role of trust explains why our  
financial systems are so tightly bound up with 
our political, social and ideological systems and 
why the stock market can rise or fall depending 
on the way traders feel on any given morning. 
 
Initially, when the first versions of money were 
created, people understandably did not have this 
sort of trust and so ‘money’ had to have some 
real intrinsic value. History’s first known money 
was Sumerian barley money, which was simply 
barley. Fixed amounts were used as a universal 
measure for evaluating and exchanging all other 
goods. Barley has an inherent value in that we 
can eat it. However, it is difficult to store and 
transport. 
 
The real breakthrough in monetary history  
occurred when people gained trust in money that 
lacked inherent value, but was easier to store 
and transport. The first such money was the  
silver shekel which appeared in Mesopotamia in 
around 3000 BC. 
 
Set weights of precious metals eventually gave 
birth to coins, which had a standardised weight 
of gold or silver and were imprinted with an  
identification mark. This mark showed how much 
precious metal the coin contained (its value) and 
identified the authority that issued the coin and 
guaranteed its contents.  
 
Over time, the mark on coins has varied  
tremendously but the message has stayed the 
same; 
 
“I, the great leader of ABC kingdom, give my 
people my personal word that this coin contains 
x amount of precious metal. If anyone dares 
counterfeit this coin, this is a fabrication of my 
own signature, a crime which will be punished 
with the utmost severity.”  
 
That is why counterfeiting money has always 
been considered a much more serious crime 
than other acts of deception. 



From ancient history to the present…… 
 
For thousands of years, money has evolved from 
coins to notes to credit and the trust in money has 
grown ever stronger.  
 
During the Roman Empire, the trust in Rome’s 
coins was so strong that even outside the  
empire’s borders, people were happy to receive 
payment in denarii. The official name of the  
currency in several Arab states originates from 
the denarius, the dinar. Similarly nowadays, the 
US Dollar is accepted in very many countries well 
beyond the US’s borders. 
 
Over all this time, people have not held back in 
calling money ‘the root of all evil’. Be that as it 
may, money is the only trust system created by 
humans that can bridge almost any cultural gap 
and that does not discriminate on the basis of  
religion, gender, race, age or sexual orientation. 
Thanks to money, even people who don’t know 
each other and don’t trust each other can  
nevertheless cooperate effectively. 

……And beyond? 
 
So, what happens next?  
 
The number of currencies worldwide is shrinking 
as we have witnessed very close to home with 
the Euro. The US Dollar is the international 
heavyweight currency at the moment but might 
China challenge this status? Could we end up 
with just one global currency to oil the cogs of 
the global economy? 
 
Could it be that there are too many cultural  
issues around using one nation’s currency as 
the global currency and that there is scope for a 
currency with no national ties? In twenty, fifty, 
one hundred years could we all be trading and 
accumulating wealth in Bitcoin? 
 
None of us knows the next stage in the evolution 
of money but we can be fairly certain that it will 
evolve. Our guess is that one of the new  
cryptocurrencies has a chance of being here to 
stay!  



Market Value at the 
start of 2017 

Current 
situation   Comments 

Interest Rates 
(BOE base 
rate) 

0.25% 0.25% at 
30.09.17 

The Bank of England Base Rate remains at 0.25%., 
although Mark Carney has indicated an increase is 
imminent. 

House Prices 
(Nationwide) 

House prices 
increased by 
4.5% in 2016 

The annual 
change in 

house prices 
is 2.0% at 
30.09.17 

Annual house price growth stable at 2.0% in  
September. Modest 0.2% growth month-on-month.  
  
London weakest performing region for first time since 
2005.  
 

UK Share 
Prices 
(FTSE 100) 

7142.83 
7,372.76 

at the close on 
30.09.17 

 
The FTSE 100 fell marginally in value by 0.78% in  
September.  
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