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Two of my earlier commentaries--DON'T COUNT ON WASHINGTON TO PROTECT US 
FROM A LOOMING BANKING CRISIS and CAN AMERICANS SOLVE THEIR 
MONETARY AND BANKING PROBLEMS FOR THEMSELVES?--have explored why 
this country cannot expect either the General Government or Americans as isolated 
individuals to solve the monetary and banking problems the Establishment has caused. 
Rather, America needs to find a workable mechanism that can  

 return a significant part of this country to sound money and honest banking 
whether or not a monetary crisis ever occurs, before a crisis breaks out, and 
surely in case a crisis flares up;  

 educate Americans--economically, politically, and in particular constitutionally--
about the use of gold and silver as media of exchange;  

 encourage, empower, and enable Americans to use gold, silver, or both as their 
preferred media of exchange;  

 provide a nonpolitical--that is, private, free-market--medium of exchange 
actually consisting of (not just "backed" by) gold, silver, or both, but that 
government at every level can use for all public purposes, too;  

 create open competition in both private commerce and public finance between 
gold and silver commodity moneys, on the one side, and fiat Federal Reserve 
Notes and base-metallic coinage, on the other; and 

 offer an alternative to fractional-reserve banking.  

For genuine and lasting monetary and banking reform to occur:  

(1) This mechanism must be capable of operating and expanding in anticipation of, in 
response to, and during any regional, national, or international monetary and banking 
crisis, in order to solve or moderate, if not prevent or mitigate the worst effects of, the 
crisis in at least the location where the mechanism is already functioning. This capability 
is necessary to obviate any supposed need for “emergency” legislation or other 
draconian devices in that locale, so that the mechanism can prove itself there and thus 
serve as a model for the protection or rehabilitation of the remainder of the country.  

(2) This mechanism needs to be put into operation well before a crisis breaks out--
indeed, the sooner the better. Which means that it must be capable, both economically 
and politically, of being implemented in some significant place in the foreseeable future.  

(3) Although this mechanism must be capable of beginning to function immediately 
upon adoption, it should be introduced, not on a "crash" basis, but as a measured, 
gradual reform that can be carefully thought through, publicized, put into place, tested, 
and perfected while everyone is still thinking clearly and acting calmly. It must be a 
mechanism that everyone will come to know is available, that many people will actually 



use even in the absence of any crisis, and that through such use will come to be widely 
understood and trusted.  

(4) This mechanism must be economically viable from its very onset. If an even 
theoretically sound plan for monetary and banking reform proves too complex, 
cumbersome, or costly to implement in its initial stages, what will be necessary to avert 
or address a crisis will not be accomplished in time.  

(5) This mechanism must be capable of interacting efficiently at all times with the 
present monetary and banking systems, yet nevertheless operate outside and 
independent of, and (most importantly of all) not suffer from any of the major problems 
that beset, those systems. Thus, it must be based on private, parallel, and competitive 
currency that consists of actual gold or silver, not mere claims thereto--let alone a new 
fiat currency. The depositary institutions that provide this new specie currency must 
operate on the principle of "bailment"--whereby the depositaries hold their customers' 
gold or silver not as the depositaries' property, to which the depositors have only a claim 
for the payment of a debt, but as the depositors' property, in which the depositaries can 
assert no proprietary interest whatsoever. Consequently, the depositaries cannot engage 
in the pernicious practice of "fractional reserves", or claim the special privilege to 
"suspend specie payments" (i.e., to assert immunity from their own contractual 
obligations to their depositors, while nonetheless remaining in business themselves).  

(6) This mechanism must be targeted, systematic, and institutionalized, rather than 
dependent upon the uncoordinated efforts of isolated individuals most of whom will be 
unaware of, and unable to cooperate with, each others' activities. It must operate both 
extensively and comprehensively—that is, it must immediately involve a large number of 
people within a specific geographical area carefully chosen on the basis of its economic 
and political significance, then extend fully throughout that area, then expand into other 
areas, and at length embrace the vast majority of citizens throughout the United States. 
In monetary and banking reform, "small is not necessarily beautiful" and is certainly not 
likely to be effective, because: (i) no tiny social enclave, no matter how apparently 
isolated and self-sufficient, will prove completely immune from the adverse effects of a 
nationwide or worldwide monetary and banking collapse; (ii) no such enclave's partial 
success in protecting itself is likely to have significant positive spill-over effects 
elsewhere; and (iii) no such success in some isolated enclave can provide a convincing 
test of the method's usefulness in larger areas with more complex economies. (Although, 
of course, if such is the best that can be done, then the inhabitants of every out-of-the-
way enclave should do it, and let the rest of the country stew in its own juices.)  

(7) For these reasons, this mechanism must be introduced in a locale that, in terms of 
geographical area, population, and level of economic activity, is relatively large and 
complex, rather than small and simple. Also, it must initially operate through a major 
participant in the market--that is, one with which large numbers of people financially 
interact, directly or indirectly, on a regular and permanent basis, and which continually 
takes in and pays out significant amounts of purchasing power in whatever currencies it 
employs.  



(8) This mechanism will need a large degree of legal immunity from interference by the 
General Government (especially the Department of the Treasury) and the Federal 
Reserve System, which will undoubtedly claim "supremacy", "exclusive jurisdiction", 
and powers of "preemption" as to any new currency. For the very creation, let alone the 
operation and success, of any mechanism for monetary and banking reform will 
inevitably subject it to retaliation from the Establishment, fanatically opposed as it is to 
remonetization of gold and silver.  

(9) Finally, operation of this mechanism must not be likely to trigger a depression, 
hyperinflation, or other monetary and banking crisis when it starts the open 
competition between gold and silver, on the one side, and fiat currency, on the other. 
After all, the purpose of reform is not to bring down the Federal Reserve System, come 
Hell or high water, but to replace it with sound money and honest banking in as timely, 
orderly, and inexpensive a manner as possible. Prudence must be the watchword.  

The foregoing criteria for a successful reform compel the following conclusions:  

I. The new medium of exchange should be a private electronic specie currency unit, 
itself of gold or silver, and fully convertible into standard gold or silver coins or bars. At 
the present time, the best choice available in the free market is the "goldgram", provided 
by James Turk's GoldMoney (at www.goldmoney.com).  

The "goldgram" is a fixed weight of actual gold, but divisible electronically into very 
small amounts (0.001 part of a "goldgram", or a "mil"), so that transactions of almost 
any size can be easily and expeditiously carried out.  

The "goldgram" is transferrable anywhere over the Internet, making it a truly global 
currency. But, being entirely private in origin and operation, it is immune from the 
systematic political manipulations that commonly affect currencies emitted by 
governmental treasuries or central banks.  

Because it is a completely private currency, the "goldgram" is protected by better 
safeguards than either the Treasury's coins or the Federal Reserve System's notes can 
claim. First, the "goldgram" is a fixed unit of weight of pure gold, with no arbitrary 
"dollar" denomination. This is quite distinguishable from the Treasury's gold, silver, and 
base-metallic coins that are all denominated in numbers of "dollars" which are not only 
largely fanciful in constitutional terms, but also exhibit no rational relationship among 
themselves in the economic terms of their various purchasing powers in the free market.  

Second, a holder of "goldgrams" owns a fixed amount of gold, itself a valuable 
commodity; whereas the holder of Federal Reserve Notes owns nothing but the Notes 
themselves, at best a political debt. True, a holder of Federal Reserve Notes has a legal 
right to their redemption "in lawful money". Title 12, United States Code, Section 411. 
But no statute mandates the redemption of Federal Reserve Notes "in lawful money" 
containing any permanently fixed amount of any specific commodity. At best, a holder 
of those notes is entitled only to their face value in United States base-metallic coins, 
which can contain whatever slivers of junkyard scrap Congress and the Treasury decide 
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to stamp as "money" from time to time--and which specifically at this time cannot 
include either gold or silver. See Title 31, United States Code, Section 5118(b) and (c).  

Third, because each "goldgram" is the depositor's own private property--not a debt owed 
to him by GoldMoney--the electronic gold currency system avoids all the problems of 
Ponzification inherent in fractional-reserve banks.  

Yet, although they are held and transferred outside the established banking system, 
"goldgrams" are freely exchangeable with Federal Reserve Notes and base-metallic 
coinage, and vice versa. This provides users of "goldgrams" with outstanding protection, 
flexibility, convenience, and efficiency for all their monetary transactions. "Goldgrams" 
can function as a truly parallel currency, because any contract can be made, and paid, in 
"goldgrams" or fiat currency, as suits the parties' needs.  

The widespread introduction and use of "goldgrams" in America's economy can cause 
neither a depression nor an hyperinflation, either. A depression will not occur, because 
extensive use of "goldgrams" will actually increase the supply of true, commodity money 
by remonetizing gold (and silver, too, when an equivalent system for "digitizing" that 
metal appears). So, even to the extent that "goldgrams" may displace Federal Reserve 
Notes and base-metallic currency from use, the economy will suffer no destabilization. A 
more sound currency will simply supplant a less sound currency, by operation of the free 
market. No hyperinflation will occur, either, because the supply of monetary gold is 
incapable of huge, arbitrary, and especially politically driven increases. Rather, it is fixed 
by physical availability, and the free market's control over its production. Conceivably, 
Federal Reserve Notes and base-metallic currencies may depreciate against gold; but, as 
they do, gold will appreciate against them.  

Of great importance, too, is that "goldgrams" are freely convertible into standard gold 
and silver coins and bullion as part of GoldMoney's normal operations. This qualifies 
"goldgrams" for use in all public functions by States and localities that must satisfy the 
requirement of Article I, Section 10, Clause 1 of the Constitution that "[n]o State shall * * 
* make any Thing but gold and silver Coin a Tender in Payment of Debts". In selecting 
"goldgrams" as her medium of exchange, a State is not "coin[ing] Money" (which that 
Clause prohibits her from doing), merely employing a private gold currency over which 
she has no control. Neither is the State "emit[ting] Bills of Credit" (which that Clause 
also prohibits her from doing), because "goldgrams" are not anyone's "Bills of Credit" 
that only promise to pay, but actual gold that is the very stuff of payment. And when the 
State offers "goldgrams" "in Payment of [her] Debts", she "Tender[s]" such "gold and 
silver Coin" as her creditors may desire to receive by automatic conversion of their 
"goldgrams" into coinage--so that the creditors, not the State, fix what shall be the form 
of the gold (or silver) that functions as the final "Tender" for the transactions.  

II. The last point is crucial, because the major participant in the market through which 
monetary and banking reform initially must operate most likely will be a State. Indeed, 
reliance on a State is probably the indispensable key to reform, as PART TWO of this 
commentary will disclose. 



PART ONE of this commentary explained why reform of America's monetary and 
banking systems requires introduction of a private electronic gold currency as a parallel 
medium of exchange in competition with Federal Reserve Notes and the Treasury's 
base-metallic coinage. Why a State would provide the best vehicle for introducing such a 
new monetary unit is not too difficult to understand, either.  

First, the States are geographically, operationally, and jurisprudentially permanent--
they will neither move away nor go out of business in the foreseeable future, and 
constitute key elements in the Constitution's federal system, which guarantees their 
existence and legal powers. See Article IV, Section 4, and Amendment X.  

Second, the perennial processes of taxation and spending set up steady flows of 
purchasing power from society into each State's coffers, and from her treasury back into 
the private economy.  

Third, very large numbers of, if not most, individuals and businesses in each State are 
taxpayers or recipients of governmental payments, or both, or regularly conduct 
economic transactions with people or enterprises who or which are.  

Fourth, the amounts of purchasing power any State takes in and pays out these days are 
significant in terms of the total monetary activity within her territory.  

Fifth, when a State employs a new electronic gold currency, she will reduce for everyone 
else the costs of substituting that currency for Federal Reserve Notes and base-metallic 
coins. For instance: "Education costs" will be minimized because the State will inform 
everyone within her jurisdiction of how to employ such a currency in the payment of 
taxes and the receipt of public expenditures. "Opportunity costs" will decrease because 
transactions such as the payment of taxes and the performance of public contracts, 
which unavoidably involve the State, will have to be consummated in the new currency--
and therefore people who must pay taxes in gold will seek to obtain income for that 
purpose in that currency; and people who perform public contracts will seek to pay their 
employees and suppliers in the currency they receive from the State. "Search costs" will 
drop because everyone will know that hundreds of thousands of citizens are already 
using the new gold monetary units in their dealings with the State, and therefore can 
just as easily employ them in private transactions. And "transaction costs" will plummet 
because all those citizens will have personal accounts with the State's electronic gold 
currency provider, with which all other citizens can easily open their own accounts in 
order to enter into private contracts payable in that currency.  

Sixth, a State is responsible for the welfare of her citizens. In America’ federal system, 
each State retains both the primary and the ultimate political responsibility for her own 
people’s health, safety, and welfare. That responsibility resides in her legislature--and 
cannot be delegated, let alone surrendered, to anyone else. Least of all can it be evaded.  

Seventh, America’s federal system empowers and encourages State legislatures, within 
broad limits, to experiment with laws in the effort to achieve socially desirable results. 
See Whalen v. Roe, 429 U.S. 589, 597-98 & n.22 (1977); Johnson v. Louisiana, 406 U.S. 



356, 376 (1972) (opinion of Powell, J.); California v. Green, 399 U.S. 149, 184-85 (1970) 
(Harlan, J., concurring); Fay v. New York, 332 U.S. 261, 296 (1947).  

Eighth, even a single State can (and will) be an exemplar and model for, and a challenge 
to, others. Any State's adoption of an electronic gold currency will be too visible to 
remain unnoticed, even by the Establishment's media. For each State exercises so much 
economic power within her own jurisdiction that her employment of a new currency will 
significantly affect not only the very large numbers of individuals and enterprises that 
deal directly with the State, but also the even larger numbers that in turn deal with 
them, both in that State and elsewhere. Moreover, the beneficial economic effects of one 
State's adoption of an electronic gold currency cannot fail to have positive political 
consequences in other States. And no State can lose credibility from acting on principle, 
especially where application of her principles pays off.  

Ninth, unlike the General Government, some States are political entities their patriotic 
citizens can actually hope to control--by educating, organizing, and mobilizing voters 
and key legislative leaders.  

And tenth, if patriots take charge of their State's monetary policy, then the General 
Government and the Federal Reserve System become irrelevant, because under 
America's federal system each State enjoys the reserved sovereign power to employ 
whatever currency she desires in the performance of her essential governmental 
functions. See Lane County v. Oregon, 74 U.S. (7 Wall.) 71 (1869); Hagar v. 
Reclamation District No. 108, 111 U.S. 701 (1884).  

To implement these principles, I have drafted a proposed statute for the State of New 
Hampshire--full details as to which are to be found at www.goldmoneybill.org --that can 
serve as a prototype for legislation in States throughout the country. (Of course, because 
this bill was designed to fit New Hampshire's particular situation, it would need to be 
appropriately modified for use elsewhere.)  

Unlike so many contemporary proposals for monetary and banking reform, this bill is 
perfectly constitutional. Article I, Section 8, Clause 5 of the Constitution delegates to 
Congress the power "[t]o coin Money". And Congress has mandated the coinage of silver 
and gold,[1] and declared its coinage to be legal tender.[2] In addition, Article I, Section 
10, Clause 1 provides that "[n]o State shall * * * make any Thing but gold and silver Coin 
a Tender in Payment of Debts". The New Hampshire bill enables and empowers that 
State's citizens to employ Congress's specie coinage (along with any other "gold and 
silver Coin") for that required constitutional purpose, according to their own free 
choices, through the intermediation of an ultra-modern electronic gold currency unit 
fully convertible into specie coins or bullion.  

Congress has also licensed the Federal Reserve System to emit Federal Reserve Notes 
irredeemable in silver or gold,[3] has authorized the minting of base-metallic coins,[4] 
and has declared those notes and coins to be legal tender.[5] These actions are plainly 
unconstitutional. Even were they valid, though, as a matter of constitutional law New 
Hampshire need not employ those notes and coins as her media of exchange, to any 
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degree. For the Supreme Court has squarely held that Congress lacks any constitutional 
power to specify what the States must use as legal tender or media of exchange in the 
exercise of their essential governmental functions.[6] The New Hampshire bill deals 
with the most important of these functions: namely,  

 taxation;  
 borrowing by the State;  
 payment of State legislators, officials, employees, contractors, suppliers, and so 

on;  
 payment for takings of private property through the State's power of eminent 

domain; and  
 satisfaction of judgments, fines, penalties, and other monetary awards in the 

State's courts of justice.  

Therefore, in empowering and enabling New Hampshire's citizens to choose gold and 
silver as their media of exchange, even to the exclusion of Federal Reserve Notes and 
base-metallic coinage, this bill implements the rule of law the Supreme Court has 
approved--and thereby in its operation enjoys complete immunity from interference by 
the General Government and the Federal Reserve System.  

Interestingly, in this bill for the first time a State will fulfill the General Government's 
monetary policy. Today, all United States coins and currencies, whenever minted or 
issued, are declared to be equally “legal tender”.[7] The law makes no preferences 
among them.[8] Anyone may choose one form of legal tender (or even some currency 
not designated a legal tender) as his medium of exchange, to the exclusion of any or all 
other currencies.[9] And the courts must honor and enforce such choices.[10] So the 
New Hampshire bill aids that State’s citizens in doing what the General Government 
recognizes as everyone’s statutory rights.  

Moreover, those who imagine that silver and gold are somehow “out of date” as money 
forget that even Congress has mandated that silver and gold be coined in amounts 
sufficient to meet public demand, and that coins of these metals be legal tender.[11] 
These coins are now available in the marketplace. The New Hampshire bill aims at 
making them easily usable by every individual and enterprise in all financial 
transactions involving the State.  

Other than certain taxpayers and persons fined in the courts of law (who are required to 
pay their public dues solely in gold in order to guarantee the State a small but steady 
input of specie, come what may), the New Hampshire bill does not require anyone to use 
electronic gold currency in financial transactions involving the State. Rather, it leaves 
the choice to each individual and enterprise—because the question of which forms of 
currency best serve the people’s needs should be decided through open and fair 
competition in the free market, with government adopting the people's choice. People 
who find electronic gold currency (and the gold and silver coins and bullion into which it 
is convertible) most useful, will choose those as their media of exchange. People who 
find Federal Reserve Notes and base-metallic coins most useful will choose them. Thus, 
New Hampshire will operate a system of parallel, competitive media of exchange, to the 
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degree her own citizens--not political and financial elitists in Washington, D.C., and 
New York City--desire it. One can anticipate, however, that, given freedom of monetary 
choice and empowered to exercise it efficiently, the people of New Hampshire (and of 
every other State) will seek to enhance their own economic security and political liberty 
by increasingly choosing gold and silver over rag currency and slugs, until (through 
gradual expansion of the law) the State's financial transactions--and then her entire 
private economy--employ electronic gold currency to the virtual exclusion of any other.  

The route to monetary reform proposed in the New Hampshire bill offers an outcome in 
which no one can lose--other than those intent on exploiting the American people 
politically and economically through fiat currency, central banking, and the endless 
monetization of public debt. If the proponents of electronic gold currency prove 
prophetic, and the present monetary and banking systems continue to deteriorate, or 
even collapse entirely, the New Hampshire model will offer a method for rapid, salvific 
change throughout the country. If those proponents prove overly pessimistic, and the 
monetary and banking systems continue to muddle through, the New Hampshire model 
will at least provide inexpensive insurance and peace of mind for the people who put it 
to work. (No one can reasonably fault insurance because the tragedy it covers fails to 
occur.)  

The New Hampshire electronic gold currency plan proves that Americans do not have to 
depend upon the likes of Chairman Greenspan, or the denizens of Congress and the 
Department of the Treasury, to bring about real monetary reform in the foreseeable 
future. Americans can do that for themselves and by themselves--if they want to.  

PART ONE of this commentary explained why reform of America's monetary and 
banking systems requires introduction of a private electronic gold currency as a parallel 
medium of exchange to compete with Federal Reserve Notes and the Treasury's base-
metallic coinage. PART TWO explained why a State would provide the best vehicle for 
introducing such a new monetary unit. This PART highlights some of the specifics of the 
plan as they apply to the model State, New Hampshire. The latest version of the New 
Hampshire bill can be found at www.goldmoneybill.org  

A. The State Electronic Gold Currency Plan is based on two fundamental principles of 
law and economics: (i) that the Constitution provides for monetary federalism, whereby 
each State retains sovereignty over her own monetary transactions; and (ii) that 
individual choice and free competition among various currencies in the open market 
offer the most rational, efficient, and politically safe way for society to select its media of 
exchange.  

1. Congress lacks constitutional power to require that the States use any particular 
medium of exchange or "legal tender" in the exercise of their governmental 
functions.[12] In addition, although Congress has mandated that "United States coins 
and currency (including Federal reserve notes * * * ) are legal tender for all debts, public 
charges, taxes and dues",[13] it has also declared that all "obligation[s] * * * containing a 
gold clause or governed by a gold clause * * * issued after October 27, 1977" are 
legal.[14]  
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The New Hampshire bill deals with the most important of every State's reserved 
sovereign functions: namely,  

 taxation;  
 borrowing by the State;  
 payment of State legislators, officials, employees, contractors, suppliers, and so 

on (that is, public spending);  
 payment for takings of private property through exercise of the power of eminent 

domain; and 

 payment of judgments, fines, penalties, and other monetary awards in the State's 
courts.  

Moreover, by specifying the use of gold for receipts and payments in these areas, the 
New Hampshire bill plainly operates on the basis of "gold-clause contracts". So, both 
constitutionally and statutorily, the bill removes the State's monetary policy from 
control by Congress, the Department of the Treasury, or the Federal Reserve. To be sure, 
Article I, Section 10, Clause 1 of the Constitution imposes absolute limits on a State's 
monetary policy:  

No State shall * * * coin Money; emit Bills of Credit; [or] make any Thing but gold and 
silver Coin a Tender in Payment of Debts * * * .[15]  

In using electronic gold currency as her medium of exchange, however, New Hampshire 
will not be "coin[ing] Money", merely employing a private "Money" over the creation of 
which she has no control. And even the gold or silver coins into which the bill requires 
that an electronic gold currency be freely convertible are not "Money" that the State 
herself has "coin[ed]".  

Neither will the State be "emit[ting] Bills of Credit" when she employs electronic gold 
currency as her medium of exchange. For such a currency is not anyone's mere "Bills of 
Credit" that only promise to pay gold, but consists instead of the actual gold that is the 
very stuff of payment.  

And when the State offers electronic gold currency "in Payment of [her] Debts", she will 
in effect "Tender" such "gold and silver Coin" as her creditors may desire to receive by 
the statutorily required conversion of their electronic gold currency into coinage. Thus, 
her creditors, not the State, will fix what shall be the exact form of the gold or silver that 
functions as the final "legal tender" for their own transactions.  

2. The New Hampshire bill does not require that everyone use only electronic gold 
currency in their financial transactions with the State. Although, consistently with 
Article I, Section 10, Clause 1, the State could do just that: For in reciting that "[n]o State 
shall * * * make any Thing but gold and silver Coin a Tender in Payment of Debts", that 
Clause plainly reserves to each State her original sovereign power to "make * * * gold 
and silver Coin a Tender", to the exclusion of everything else. Rather, in keeping with 
the principle that the question of which media of exchange are best suited to people's 
needs should be decided through open and fair competition in the free market, the bill 
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leaves the choice to use electronic gold currency, or not to use it, to each individual or 
enterprise (with the exception of a small class of taxpayers and parties subject to certain 
judgments adjudicated in the courts, to be discussed below). Thus, New Hampshire will 
have a system of parallel and competing media of exchange; to the exact degree her own 
citizens and businessmen desire it.  

As those citizens and businessmen increasingly realize that gold is a medium of 
exchange far superior to such political currencies as Federal Reserve Notes and base-
metallic coinage, the State will enjoy numerous benefits. For example,  

•The use of electronic gold currency in people's financial transactions with the State will 
encourage and facilitate its use in their general commercial transactions, because people 
who receive that currency from the State will want to spend it directly for their own 
purposes; and people who need electronic gold currency to make regular payments to 
the State will want to receive it directly in their own businesses and employment.  

•People’s increasing use of electronic gold currency in financial transactions other than 
those involving the State will encourage the expansion of the new financial institutions 
the New Hampshire bill recognizes, as well as promoting entry into the field by existing 
banks, which will recognize the advantage--and soon the necessity--of offering such 
services.  

•These financial institutions and reformed banks can be expected in short order to offer, 
not only deposit accounts, but also investment or loan accounts, in which customers 
deposit electronic gold currency that the depositaries then loan to other clients, sharing 
the interest-earnings with their depositors. (These investment or loan accounts, of 
course, will have to be strictly segregated from the institutions' and banks' gold deposit 
accounts, and not be allowed to serve as a basis for issuing gold currency units.) Long-
term loans for capital development will especially benefit from being denominated in 
gold, because of the low rates of interest that payments guaranteed in that medium will 
allow. And,  

•The development of an economy in which gold plays an important role as a medium of 
exchange for capital investment will encourage new investment in New Hampshire, 
because capital tends to flow towards a stable economy, and foresighted investors 
always consider an economy to be more stable the more stable its medium of exchange, 
and the more supportive of that medium and its stability the government is.  

Thus, this bill can significantly contribute to a solid foundation for New Hampshire’s 
economy for a long time to come. Is that too optimistic a forecast? Hardly as optimistic 
as the degree to which one must be pessimistic (or just plain realistic) about the future 
of the present monetary and banking regimes.  

B. Some particulars of the New Hampshire bill merit attention, too.  

•"Section 6-D:3 Duties of the Treasurer" defines the special duties the State's Treasurer 
must fulfill with respect to New Hampshire's use of electronic gold currency. This 



provides guidance to the Treasurer, and sets standards by which his performance can be 
evaluated. After all, the State's use of electronic gold currency will be both novel and 
controversial. Without precise directions, the Treasurer may not understand the extent 
of his authority and how he is to exercise it. He may also find himself under adverse 
political pressure, or even be personally unsympathetic or antagonistic to the idea of 
gold as currency. A clear statement of his duties will contribute to the Treasurer's 
proper, efficient, and even-handed execution of his responsibilities.  

•"Section 6-D:4 Electronic Gold Currency Payment Providers" establishes strict 
qualifications and standards of operations for the private firms that will supply 
electronic gold currency for the State's use. This will weed out any "fly-by-night 
operators", particularly those who might attempt to employ a fractional-reserve scheme 
in their issuance of gold currency units. An important goal of the bill is to insulate the 
State herself (and, eventually, New Hampshire's whole economy) from the dangers 
inherent in the present Ponzified regime of fiat currency and fractional-reserve central 
banking. This purpose would be defeated if the firms supplying electronic gold currency 
were permitted to function in that unsound manner.  

•"Section 6-D:5 Independent Specie Vaults" establishes qualifications and standards of 
operations for the private firms that will hold in safekeeping the actual gold on the basis 
of which the Electronic Gold Currency Payment Providers will furnish electronic gold 
currency. This eliminates any and all fractional-reserve practices, guaranteeing instead 
that the system operates exclusively on the safe principle of "bailment"--whereby the 
depositaries hold their customers' gold or silver not as the depositaries' property, to 
which the depositors have only a claim for the payment of a debt, but as the depositors' 
property, in which the depositaries can assert no proprietary interest whatsoever.  

•"Section 6-D:6 Specie Exchanges" establishes qualifications and standards for the 
private firms that will engage in free-market exchanges of electronic gold currency for 
gold and silver coin, or Federal Reserve Notes. This makes gold and silver coin the 
ultimate media of payment into or out of the system. Thus, electronic gold currency 
units can be created from, and converted into, gold and silver coin--and while those 
units are in existence, they will represent an exact, insured equivalent of actual gold 
bullion held in safekeeping.  

•"Section 6-D:7 Use of Gold and Silver" establishes the State's policy of not requiring 
any person or enterprise that deals with the State to use anything but electronic gold 
currency as a medium of exchange; lists the State's essential sovereign functions as to 
which such currency will be employed; and offers to enter into "gold-clause contracts" 
with all creditors of the State to the extent the Treasury holds sufficient gold to pay out 
at that time. This takes the State out from under the national legal-tender law,[16] and 
empowers her people, to the degree they desire to exercise that power, effectively to 
"demonetize" Federal Reserve Notes and base-metallic coinage in their financial 
transactions with the State.  

•"Section 6-D:8 Use of Gold and Silver; Taxes and Other Public Charges" requires that 
State tobacco taxes be paid in electronic gold currency. Although tobacco taxes are 

http://www.newswithviews.com/Vieira/edwin10.htm#_ftn5


relatively small in amount (estimated to be somewhat less than 10% of New 
Hampshire's annual revenue) they will provide the State with a regular income in gold 
that will enable her to pay the first creditors who desire to receive gold. If, on the one 
hand, more creditors request payment in gold than the tobacco taxes can satisfy, the 
Treasurer may convert holdings of Federal Reserve Notes into electronic gold currency, 
or advise New Hampshire's Legislature to mandate that other taxes or public charges be 
made payable in gold. If, on the other hand, tobacco taxes prove more than sufficient to 
satisfy creditors' requests, the residual amount of gold held by the State can be treated 
as an investment, or can be converted into Federal Reserve Notes or other assets as 
necessary.  

•"Section 6-D:9 Use of Gold and Silver; Loans, Bonds, and Notes" allows for State debt 
to be denominated and paid in electronic gold currency. Use of gold as the guaranteed 
medium for payment of her bonds will enable New Hampshire to borrow at low interest 
rates for long periods, stabilize her long-term indebtedness, and increase her credit 
rating.  

•"Section 6-D:10 Use of Gold and Silver; Purchase and Sale of Property by the State" 
permits the State to buy and sell property of all kinds for electronic gold currency. As the 
process of governmental purchase and sale sets prices in gold for various types of 
property, it will assist in expanding the use of electronic gold currency in similar private 
commerce throughout the State, by providing the base on which a general structure of 
prices denominated in gold can be built.  

•"Section 6-D:11 Use of Gold and Silver; Expropriated Property" allows payment in 
electronic gold currency for property taken by the State through exercise of her power of 
eminent domain. This will eliminate the incremental confiscation that can occur when 
"fair market value" for such property is purportedly paid in a chronically depreciating 
currency such as Federal Reserve Notes. Full payment of "fair market value" for any 
property requires payment with a truly free-market, not a political, currency.  

•"Section 6-D:12 Use of Gold and Silver; Damages, Fines, and Penalties" allows, and in 
some cases requires, judicial damages, fines, and penalties to be paid in electronic gold 
currency. This curtails the ability of judges arbitrarily to decide what shall be the tender 
for these payments on the basis of their erroneous interpretations of monetary law, 
either requiring that the tender be gold, or leaving that choice to the private parties 
involved.  

•"Section 6-D:13 Use of Gold and Silver; Contracts, Wages, and Fees" allows public 
employees and public contractors to be paid in electronic gold currency. This will assist 
in further expanding the use of such currency in private commerce throughout the State, 
by providing more foundational blocks upon which a general structure of prices 
denominated in gold can be erected.  

•"Section 6-D:14 Notification of Choice of Medium of Payment" and "Section 6-D:15 
Limitations on Payments of Gold and Silver by the State" require persons or enterprises 
desiring payment in electronic gold currency to elect such payment on a timely basis, 



and limit total payments of that currency to the amounts the State holds at that time. 
This is necessary because, when the statute is first implemented; the State's only gold 
income will be relatively small, deriving solely from tobacco taxes and judicially 
imposed fines and penalties. The State cannot be required to convert its larger holdings 
of Federal Reserve Notes into gold in order to pay its creditors in the latter medium of 
exchange--for that would be to compel New Hampshire to redeem in gold the very notes 
the Federal Reserve System and the Department of the Treasury have refused to redeem 
since the 1930s. As more creditors of the State request payment in gold beyond the 
amounts collected through tobacco taxes and fines, however, public pressure will 
compel New Hampshire's Legislature to designate more taxes and other forms of State 
income payable exclusively in gold, until eventually the State, her debtors, and her 
creditors will deal solely in that medium of exchange.  

To be sure, the New Hampshire electronic currency bill is long and somewhat involved, 
because it tries to foresee and address every problematic contingency, leaving as little as 
possible to chance. In principle, though, the bill is very simple; because it promotes 
monetary freedom and the honesty such freedom imposes on the government in the 
most straightforward manner possible: free competition among media of exchange in 
the open market. That alone should be enough to warrant its support by every patriot. 

Footnotes:  

1  See Title 31, United States Code, §§ 5112(a)(1-7) (gold) and 5112(e) (silver).  
2  See Title 31, United States Code, §§ 5103 and 5112(h).  
3  See Title 12, United States Code, § 411 and Title 31, United States Code, § 5118(b) and 
(c).  
4  See Title 31, United States Code, § 5112(a)(1-6).  
5  See Title 31, United States Code, §§ 5103 and 5112(h).  
6  See Lane County v. Oregon, 74 U.S. (7 Wall.) 71 (1869); Hagar v. Reclamation District 
No. 108, 111 U.S. 701 (1884).  
7  See Title 31, United States Code, §§ 5103 and 5112(h).  
8  See Thompson v. Butler, 95 U.S. 695 (1878).  
9  See Title 31, United States Code, § 5118(d)(2).  
10  See Bronson v. Rodes, 74 U.S. (7 Wall.) 229 (1869); Butler v. Horwitz, 74 U.S. (7 
Wall.) 258 (1869).  
11 See Title 31, United States Code, §§ 5112(e) (minting of silver coins) and 5112(i)(1) 
(minting of gold coins); §§ 5103 and 5112(h) (all coins to be legal tender). 

12 See Lane County v. Oregon, 74 U.S. (7 Wall.) 71 (1869); Hagar v. Reclamation District No. 

108, 111 U.S. 701 (1884).  

13 Title 31, United States Code, Section 5103.  

14 Title 31, United States Code, Section 5118(d)(2).  

15 Distinguishably from Clauses 2 and 3 of Article I, Section 10, Clause 1 does not contain the 

exception: "[n]o State shall, without the Consent of Congress...." That means that Congress lacks 

any power to license a State to do any of the things Clause 1 forbids. So, for example, even if 

Congress had constitutional authority to create a "legal tender" other than "gold and silver 



Coin", it could not require any State to use that "legal tender" as "a Tender in Payment of Debts".  

16 Title 31, United States Code, Section 5103. 
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