
The dollar is not alone. U.S. merchants, 
banks, and consumers accept over a dozen 
community currencies—sometimes called 
complimentary currencies—despite the 

fact that they are not official or legal tender. 
Typically, acceptance is limited to a relatively 
small geographical area within the confines of a 
city. Such cities are generally on the East or West 
Coast, with  younger, highly educated populations, 
higher unemployment rates, and less housing 
stability. Community currencies usually function 
as a method of exchanging hours of labor, or as 
derivatives of the dollar. They can be printed, 
electronic, or both. While community and local 
banks sponsor some currencies, others arose to 
combat or sidestep these very institutions. Money 
can rebel too.

Community currencies have made money 
chic—with innovative local currencies promoting 
local businesses, shunning the “evils” of big 

box stores, and alleviating the downsides of 
globalization. They provide some of the more 
marginal members of society with jobs in a 
pseudo-alternative economy. There are even 
systems that value all types of labor equally—an 
hour of legal work is rewarded the same as an 
hour of gardening. It is egalitarianism at its f inest. 
Community currencies can be used to assist the 
unemployed; either directly providing credits 
to people for work completed, or implicitly, by 
providing an alternative occupational framework 
to the mainstream economy.

Community currencies, as the name implies, 
are necessarily local. They arise for specific local 
purposes—spurring the purchase of local goods or 
helping the unemployed—and are thus unlikely to 
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“Community currencies have made 
money chic—with innovative 
local currencies promoting local 
businesses, shunning the “evils” of 
big box stores, and alleviating the 
downsides of globalization.”



spread beyond their original local bases.  A 
non-profit with a targeted mission statement is 
usually, but not always responsible for oversight, 
distribution, and bookkeeping.

Tainted History
Community currencies did not always have such 
altruistic missions. Modern forms find their 
roots in scrip, issued for local use to “encourage” 
purchases at company stores. Coal companies and 
others used the practice of paying workers in scrip 
to force their employees to purchase food, tools, 
and other necessities at egregious prices. Only the 
issuing company accepted the scrip, and it was 
often used as a way to issue quasi-payday loans. 
These practices are rightly villainized for keeping 
workers immobile and company dependent. 
Employee savings were normally accepted only 
within the confines of the company system, and 
employees had limited ability to transfer their 
savings into currency accepted outside the 
company’s territory.

Not all examples of early localized currencies 
are quite so dreary. The issuance of scrip rose 
during the great depression, as local governments 
searched for methods of filling budget gaps 
and groups of unemployed workers looked for a 
simpler method of bartering. And local businesses 
used scrip to thwart the encroachment of national 
chains.

Is It Legal?
Community currencies are ordinarily legal, and 
the rules governing them are not too ambiguous. 
If you are thinking about starting your own 
community currency, there are a few things to 
keep in mind. Your currency must be worth more 
than one dollar. It cannot look like U.S. Mint 
currency. And it should not attempt to compete 
with the U.S. dollar for national dominance—a 

“current money”. The liberty dollar system was 
shut down by the federal government. Backed by 
precious metals, it appeared to violate the statute 
against creating current money. It was accused of 
attempting to compete with the U.S. dollar and 
had a similar appearance. So, your new currency 
should be worth more than a dollar and be 
entirely dissimilar to, and non-competitive with, 
the U.S. dollar.

The bad news: your new currency does 
not enjoy many of the rights and legal 

protections that the U.S. dollar does. Community 
currencies lack legal tender status—the right 
to be accepted anywhere at any time in the 
U.S. Community currencies also lack the 
counterfeiting safeguards of the U.S. dollar, 
although they are covered by the typical fraud 
regulations. 

Modern Community Currencies and 
Their Failure
Unfortunately, many of these currencies fail 
or go dormant. In fact, only about 20 percent 
of community currencies started in the U.S. 
survive. The main reason? They act like fads. 
Many of the currencies that appeared in the ‘90s, 
especially in the U.S., were not created out of 
economic necessity. Instead, they were designed 
to help create enthusiasm and assist community 
businesses and farmers by encouraging purchases 
in the local economy. Once the initial excitement 
of the currency wears off, they tend to go out of 
fashion.

To work, community currencies must have 
a base of acceptance from both consumers and 
businesses. Without businesses to accept the 
currency, consumers will be less willing to use it, 
and vice versa. There also needs to be a perceived 
longevity in the system. If consumers do not 
feel the currency has staying power, they shun 
it. As John Maynard Keynes pointed out, “the 
importance of money essentially f lows from its 
being a link between the present and the future.” 
Without assurances they will be able to spend 
the money later, consumers become less and less 
willing to use the currency.

Some last. But it takes buy-in from a number 
of parties, and a structure that incentivizes use of 
the currency by both consumers and businesses. 
Businesses want to see more consumers, and 
consumers never take issue with a discount. One 
example is Berkshares, founded in the Berkshires 
of Western Massachusetts. Berkshares have the 
backing of community banks, acceptance from 
numerous local businesses, and provide the 
consumer with a 5 percent discount (the consumer 
receives 5 percent more Berkshares than dollars 
when exchanged at a local bank).

More than a Fad?
There is a significant difference between 
currencies that come about because of 
unemployment and economic disenfranchisement, 
such as depression era scrip, and those designed 
to spur local commerce, like the Berkshare. 

“Some last. But it takes buy-in from 
a number of parties”

“In fact, only about 20 percent of 
community currencies started in the 
U.S. survive. The main reason? They 
act like fads.”



Community currencies that come about to 
alleviate a local social issue often have issues 
themselves. They tend to be underfunded and 
struggle to find the necessary resources and 
volunteers to continue. Most systems cost dollars 
to run. Whether it is printing the currency or 
maintaining relationships with the surrounding 
community, it costs real money to foster a long 
lasting currency. Ironically, individuals who could 
benefit the most from a community currency—
those who are economically disadvantaged—lack 
the monetary resources to continue their system. 
Berkshares, and others, have the good fortune to 
have the characteristics of a lasting community 
currency. Community currencies tend to last the 
longest in a highly educated community with 
the financial resources to keep the currency 
functioning—like the Berkshire region of 
Massachusetts. 

Community currencies are more than a simple, 
passing fad. Many serve a purpose in their 
locale, and have the financial and community 
backing to continue indefinitely. It is difficult 
to say whether there are tangible economic 
benefits to the surrounding community. But 
considered in the broader context of the “go 
local” movement, the appeal to a community, 
businesses, and individuals is clear. In the end, it 
is up to those sponsoring, using, and accepting 
the currency. As long as they feel it is valuable to 
the community, the currencies will continue to 
function as innovative methods of incentivizing 
local businesses and local initiatives.

Sources: www.berkshares.org; “Community Currency in 
the United States: The Environments in which It Emerges 
and Survives” by Ed Collom; “Private Production of Scrip-
Money in the Isolated Community” by Richard Timberlake, 
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