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Organizing collective action to secure support from local communi-
ties provides a source of power for elites to protect their interests, but
community structures constrain the ability of elites to use this power.
Elites’ power is not static or self-perpetuating but changing and dy-
namic. There are situations in which elites are forced into movement-
like struggles to mobilize support from their community. The success
of elites’ mobilization is affected by cultural and structural factors
that shape the collective meaning of supporting elites’ actions and the
identities that are formed in doing so. I find broad support for these
propositions in a study of the issuances of small-denomination cur-
rency substitutes in 145 U.S. cities during the Panic of 1907. I discuss
the contributions of this article to elite studies, the social-movement
literature, and the sociology of money.
Sociologists have long been interested in studying elite mobilization. Be-
cause mobilization is an instrument of social change, studying elite mobi-
lization can enhance our understanding of how elites influence our society
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and how they acquire power and resources. In a series of landmark stud-
ies, researchers have found that elites mobilize through overlapping social
networks when contributing to political action committees (Burris 1987,
2005; Mizruchi 1992), testifying before Congress (Mizruchi 1992), and in-
fluencing policy formation (Akard 1992; Vogus and Davis 2005; Dreiling
and Darves 2011). They have also found that antiunion legislation such as
the Taft-Hartley Act and right-to-work laws were the results of business
owners’ mobilization through trade associations and other elite organiza-
tions (Haydu 1999; Dixon 2007, 2008, 2010). Overall, these investigations
paint a picture of elite mobilization with two salient features: (1) elites co-
ordinate among themselves, and (2) they mobilize to influence institution-
alized channels to achieve outcomes that serve their interests. The focus on
these two features is understandable, considering that elites are often de-
fined as a small social group that occupies the command posts of key so-
cietal institutions (Hunter 1953; Mills 1956; Domhoff 2009). Since elites
control major institutions, they are able to advance their interests through
institutionalized channels. If formal institutions operate to strengthen their
advantages, then elites’ dominance tends to self-sustain and there is little
need for them to turn to noninstitutional means such as mobilizing support
from ordinary citizens.
This stylized image of elite mobilization has recently been challenged

by a growing body of work at the intersection of elite studies and social
movements. Researchers have found that institutionalized power may be
curbed by the actions of insurgent groups and that elites can be tempo-
rarily displaced from intimate connections to channels of power. As a re-
sult, elites’ advantages are dynamic and changing rather than static or self-
perpetuating. When formal institutions are inadequate to protect elites’
interests, they actively seek support from other social groups. From some
of America’s richest citizens deploying mass mobilization to demand tax
cuts (Martin 2010, 2013a, 2013b) to corporate executives recruiting grass-
roots supporters to act on their behalf (Walker 2009, 2014), to wealthy Kyr-
gyzstani persuading community members to participate in a revolution
(Radnitz 2012), to English merchants coalescing across social sectors be-
fore the Civil War (Hillmann 2008), elites, both across countries and over
time, have adopted movement-like tactics to mobilize the public to support
their institutional projects. The public can aid elites in numerous ways, am-
plifying their voices in fighting unfavorable policies, escalating the scope of
controversy to alter the balance of power, bailing them out from a financial
crisis, or simply providing a form of populist window dressing for their ac-
tion. In sum,mass support provides eliteswith an additional source of power.
In spite of their potential power, however, elites may face obstacles in

utilizing it. In an analysis of a land development project in Denver, Duffy,
Binder, and Skrentny (2010) found that elites were ruled out as legitimate
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players in leading community changes because other community members
suspected that they were acting out of self-interest rather than for the good
of the whole community. The public’s mistrust of elites can be explained,
in part, by the disparity between elites and the rest of the society. As power
elite theory predicts, when elites obtain advantages at the expense of other
social groups, the public tends to view elite-led institutions with skepti-
cism. In addition, power depends on the logic of a field, and an elite’s status
may be domain specific rather than absolute. When elites attempt to enter
a new field or promote a new institutional program, they may be no bet-
ter positioned than other resource-poor actors. Thus, an intriguing ques-
tion is why the public would trust and participate in programs promoted
by elites, especially in a context where participation is voluntary. What are
the factors that influence the success of elite mobilizations that need public
support?
To explain the success of elite mobilization, the current literature has

examined internal factors. Traditional studies of elite mobilization have in-
vestigated the linkage between elites’ immersion in overlapping social net-
works and institutional consequences, emphasizing the role of a high level
of cohesion in building up consensus, mobilizing resources, and solving the
free-riding problem (e.g., Mizruchi 1992; Burris 2005; Dreiling and Darves
2011). While the recent studies have recognized elites’ dependence on other
social groups, researchers have either similarly focused on elites’ own ef-
forts (such as policy crafting or professional recruiting) in overcoming ex-
ternal obstacles (e.g.,Martin 2010;Walker 2014) or have assumed that there
are needy communities eager to answer to the call of elites in order to re-
ciprocate their beneficence (e.g., Radnitz 2012). It remains unclear how ex-
ternal factors such as community structures may affect the emergence and
success of elite mobilization. Shedding light on the role of external factors
is important because it is fundamental to the view that elites are embedded
not only within a network of social and political connections with one an-
other but also within a larger community that includes other social groups.
In other words, rather than being a dominant group that single-handedly
shapes the order of a field, elites are sometimes constrained by the larger
community in which they are embedded.
The idea that elites are embedded in a host of community relationships

and need a supportive environment to carry out their initiatives bears a re-
semblance to the findings of social-movement scholars regarding oppor-
tunity structures. Social-movement scholars have found that the effective-
ness of activists’mobilizations is constrained by environmental factors such
as the openness of a political system, the existence of patronage politics,
and the sympathy of political elites (Amenta, Carruthers, and Zyland 1992;
Skrentny 2006; Soule 2009). Moreover, Rao, Yue, and Ingram (2011) have
argued that the theory of opportunity structures applies not only to activ-
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ists but also to corporate actors and found that a local community’s pro- or
antibusiness climate will magnify or reduce, respectively, the effectiveness
of corporate efforts in fending off activists’ attacks.
In this article, I draw upon both classical social conflict theories and

recent scholarship produced by economic sociologists, political scientists,
and social-movement scholars to argue that institutions are an outcome of
social interaction between actors confronting one another in a field. In-
stitutions are often loaded with power implications because they reflect the
attempts of powerful actors to defend their privileges vis-à-vis other less
powerful social actors (Fligstein and McAdam 2012). Therefore, in a sit-
uation where the power connotation is absent and compliance is voluntary,
elites, just like other types of movement activists, need to mobilize com-
munity members to support their actions. The determinants of elites’ suc-
cess include not just community members’ rational calculations about costs
and benefits but also cultural and structural factors that shape the collec-
tive meaning of the community members’ support for elites’ actions and the
identities that are formed from their doing so. Therefore, elites are more
likely to mobilize support in communities where structural conditions facil-
itate the formation of a collective identity that links divergent social groups.
Bonding structures such as equality, homogeneity, and intercommunity ri-
valry that nurture intracommunity cohesion, as well as legitimation driven
by intercommunity diffusion and favorable ideologies, are likely to increase
the efficacy of elites’ collective action to promote an institutional project.
I test these theoretical propositions in the context of the issuances of

bankers’ currencies during the Panic of 1907 in 145 U.S. cities with a pop-
ulation larger than 25,000. The Panic of 1907 was the largest nationwide
financial crisis before the Federal Reserve was established in 1914. Lack-
ing support from the government, bankers in many communities sought
private solutions by issuing currency substitutes to the public to help their
banks survive the financial crisis. The issuance of currency substitutes
was a course of collective action by local, organized bankers with self-
interested goals. Tomake the issuance possible, bankers needed to mobilize
among themselves, and they also needed the public’s support. Although a
community-wide alliance might not have been required, the level of com-
munity support would affect the direct utilities that bankers drew from
issuing currency substitutes. After all, if their currencies would face strong
resistance or have only limited circulation, bankers would not have both-
ered to incur the cost of collective action. Therefore, community structures
might affect bankers’ ability to mobilize and help to explain the various
outcomes achieved by bankers in different communities. Considering how
community structures constrain elites’ collective efficacy, this article sug-
gests that elite power depends on the communities in which they are em-
bedded.
4
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THEORY AND HYPOTHESES

Elite Mobilization and Institutional Change

Elite mobilization has been extensively studied by power elite theorists.
Power elite theorists consider the power in a society to be concentrated in the
top positions of key hierarchical organizations and regard elites as control-
ling decision making by controlling major social institutions (Hunter 1953;
Mills 1956; Domhoff 2009). Elites coordinate among themselves through
dense, overlapping social networks (Palmer, Friedland, and Singh 1986;
Kono et al. 1998). Because elites are “incumbents” who benefit from exist-
ing social arrangements, they are often defenders of institutional stability.
When theywant change, elites tend to resort to the channels withwhich they
are familiar and have influence over, such as government decision mak-
ing and public policy formation. Empirical research in this tradition has
focused on documenting the operation of elite networks on institutionalized
outcomes (e.g., Burris 1987, 2005; Mizruchi 1992; Vogus and Davis 2005).
Power elite theory implies that elite power tends to self-sustain. If power is
maintained and reproduced through a network of organizations that is re-
sponsible for maintaining the general social structure, elites would have no
incentives to change a structure thatworks in their favor.Thus, elite-favored
social institutions tend to persist and, if there is an increasing return to power,
even expand. As such, power elite theorists have viewed elites’ power as be-
ing independent of the rest of the society and explained institutional changes
by using exogenous shocks that reshuffle power relations in a field (Fligstein
1996).
While power elite theorists have emphasized the dominance of elites and

the stability of their power, social-movement scholars have studied disad-
vantaged groups’ struggles to challenge power structures and the result-
ing social changes. Rooted in studies of the politics of the 1960s, the social-
movement theories propose that, because disadvantaged groups are denied
access to institutionalized channels, they have to rely on noninstitutional
tactics such as rallies, protests, and boycotts to challenge the state and elites
that dominate them. Elites have not been absent from disadvantaged
groups’ struggles for changes, but they are often viewed as an external re-
source for a given movement: they rarely directly initiate or involve them-
selves in the ongoing operations of mass mobilization, and the motivation
for involvement does not necessarily correspond with the goals of a move-
ment (Pichardo 1995; Skrentny 2006; Lindsay 2008; Duffy et al. 2010).
Yet this division of labor between power elite theory explaining elites’

dominance and power perpetuation and social-movement theories explain-
ing subordinate groups’ struggles and institutional changes has recently
been challenged. In one way, recent research has shown that formal insti-
tutions alone may not be adequate to protect elites’ interests, and in some
5
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situations they even work against elites’ interests. Radnitz (2012) showed
that wealthy actors in central Asia were victims of predatory regimes, and
Gould (1996) found that state centralization in the postrevolutionary United
States eclipsed elites’ influence in their local districts. In addition, elites are
not always unified but are composed of competing segments (Lachmann
2003). For example, scholars have documented the conflict between the
Eastern banking elites and their counterparts in the Midwest and South at
the turn of the 20th century (Mizruchi 1982;White 1983).When facing com-
petition from other geographical areas, elites can protect themselves by se-
curing support from their local community. So there are situations in which
elites may be forced into movement-like struggles.
In another way, recent social-movement research has shown that social

movements are actually conducted by diverse constituents with a wide
range of claims (Meyer and Tarrow 1998; McAdam et al. 2005; McAdam
and Boudet 2012; Wright and Boudet 2012). In a large study of collective
civic engagement in metropolitan Chicago, McAdam and colleagues (2005)
found that protest events that took place between 1970 and 2000 were
mostly peaceful, routine, and local events led by the economically advan-
taged. In a series of studies of tax revolts, Martin (2010, 2013a, 2013b)
showed that advocates of the rich people adopted political outsiders’ tac-
tics such as demonstrations, petitions, and mass meetings when demanding
upward-redistributive policies. Similarly, Walker (2009, 2014) found that
corporate elites’ resorting to grassroots mobilization strategies has resulted
in the proliferation of professional hiring companies. Industry groups used
these companies’ services to recruit the broader public to participate in
their campaigns. These studies show that movement-style tactics are not
just a last resort for disadvantaged groups but are also utilized by well-
heeled individuals.
The increasing dialogue between researchers studying business elites and

those studying movements has promoted the recent development of the lit-
erature that examines politics in the market from the social-movement per-
spective (e.g., Davis et al. 2005; King and Soule 2007; Ingram, Yue, and Rao
2010; Fligstein and McAdam 2012). Drawing on the classical social con-
flict theories of, among others, Marx (1978), Weber (1968), Collins (1975),
and Tilly (1978), this new literature views markets as locations of “negoti-
ated settlements and institution-building projects that arise out of conflicts”
(Bartley 2007, p. 299;King andPearce 2010). Collective action is the attempt
by social groups to defend or reset the rules of the game in order to control
their environments in a fashion that benefits themselves. It is a rational and
goal-directed activity, regardless of whether it is initiated by the advantaged
or the disadvantaged. Building an institution to stabilize a field requires
mobilization, which takes place both within the championing group and
between it and other social groups. Hence, for field leaders, mobilization is
6
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a coalition-building process, the success of which depends on social struc-
tures and requires social skills. Institutional outcomes may not reflect the
goals of any particular group but depend on the conflicts and cohesion be-
tween different social groups.
Thus, the theories of conflicts and cohesion between social groups may

enhance our understanding of the external constraints of elite mobilization.
The Marxian tradition of social conflict theory has emphasized that pat-
terns of inequality generate inherent conflicts of interest between property-
owning elites and subordinated groups. In a community rife with conflicts
that target those who gain wealth at the expense of others, the institutional
programs promoted by elites are unlikely to receive wide support. Besides
material interests, the Weberian tradition of social conflict theory adds
means of emotional production as another sphere of interest conflict. Ac-
knowledging the role of social interaction in arousing emotions and that
of strongly held beliefs in shaping behaviors, this tradition of theory holds
that sharing a common identity or participating in the same religious rit-
uals creates a sense of solidarity within a community. Moreover, conflict
with other social groups provides an additional source of meaning and iden-
tity that motivates people to support each other (Simmel 1955; Coser 1956).
Hence, structures such as racial and religious homogeneity and intercom-
munity rivalry may help elites induce cooperation from other community
members. In addition, similar to the way in which existing political op-
portunities affect challenger groups’ efforts in social movements (McAdam
1982; Meyer 2004), a favorable political ideology in the context may also
facilitate the efforts of elites to mobilize support from the public.
In sum, elites’ actions are constrained by relationships with other social

groups within a larger community context. Elites’ advantages are not self-
perpetuating but need to be maintained through actively mobilizing sup-
port and constantly resolving institutional ambiguities. As a result, elites do
not always single-handedly shape the order of a field, but rather, just as other
challenger groups do when mobilizing support from potential adherents,
they need to problematize a situation, assign blame to an outside group, set
their proposed institutional project as the solution to that problem, and tie
the solution to the identity of community constituents. Thiswas exactlywhat
bankers did to issue currency substitutes during the Panic of 1907.
Banking Problems in the National Banking Era

The United States did not have a uniform currency until the National
Banking Act was passed in 1863. Before that, American currency con-
sisted of bank notes and coins, with notes convertible to gold or silver (also
known as “specie convertibility”). Each state bank could issue its own bank
notes, and it was estimated that as many as 7,000 different kinds of bank-
7



American Journal of Sociology
ing notes were in circulation just before the Civil War (Helleiner 1999).
During the war, the government depleted its gold reserves and had to
suspend specie convertibility. To finance the war, the government issued
a fiat money called “greenbacks” that was backed not by gold or silver but
by the credibility of the government. The 1863 National Banking Act es-
tablished federally chartered national banks, which issued notes that were
uniform in design and accepted at par throughout the country. Notes is-
sued by national banks had to be secured by the purchase of federal gov-
ernment bonds. For each $100 purchase, national banks could issue $90 of
notes. The National Banking Act that was passed in 1865 further imposed
a 10% tax on notes issued by state-chartered banks. This action assured
that state banks could no longer deprive the federal government of po-
tential revenues from bond sales to national banks. The 10% tax essentially
forced state banks’ notes into retirement from circulation. These steps laid
down the foundations of a uniform currency in the United States. Not co-
incidentally, they were designed partially to finance the Civil War.
The Civil War–related financial reforms generated a series of conse-

quences in the period between the close of the war and the early 1900s. One
was the political debate surrounding the gold standard (see Carruthers and
Babb [1996] for details). By the end of the Civil War about $450 million
of greenbacks were in circulation, causing wartime inflation. As a result,
greenbacks’ value greatly depreciated in relation to gold, and the value in
gold of $100 greenbacks was down to about $35 in 1864. Bankers and
other creditor-bondholders advocated returning to specie payment, which
they could use to redeem the government bonds that they had purchased
using depreciated currency during the war, therefore reaping a windfall
profit. The burden, of course, would fall on taxpayers and debtors. Thus,
the country’s manufacturing class, including farmers, opposed returning
to specie payment and advocated inflationary monetary policies. Eastern
financial elites who were major government bondholders dominated finan-
cial policy formation during this period and won the debate. Specie con-
vertibility resumed in 1879. To return to the gold standard, the govern-
ment adopted a policy ofmonetary contraction by holding themoney supply
constant, despite the expansion of both the population and the economy.
Contraction inflated the value of greenbacks to the point where it was no
longer profitable to redeem paper dollars in gold, but it also caused a mass
tragedy for the nation’s debtor groups like farmers as crop prices dropped
and interest rates rose. The postwar policy that benefited banker-creditors
at the expense of the nation’s producer-debtors was the origin of the popu-
list revolt (Goodwyn 1976).
In addition, the provision of note issuing against the security of gov-

ernment bonds created the problem of inelasticity of bank note issuances.
On the one hand, the supply of notes was related to the movement of in-
8
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terest rates rather than to the offsetting of cyclical increases in demand.
High interest rates (meaning that bond prices were low) induced an ex-
pansion in the volume of notes irrespective of need, and the reverse was
true in the case of low interest rates (high bond prices). As a result, the
elasticity of bank notes tended to run counter to the needs of business, ex-
panding and contracting at the wrong times (Whittlesey, Freeman, and
Herman 1963). On the other hand, the supply of U.S. bond collateral set
absolute limits on the issuance of notes by national banks. From 1866 to
1871, the expanding federal debt ensured an adequate supply of currency
issued by national banks. But, since 1871, and especially after 1882, the U.S.
Treasury consistently ran a surplus and started to retire government bonds
(Solomon 1996). The scarcity of U.S. government bondsmade it difficult and
expensive for national banks to issue notes.
The National Banking Act also established federally mandated require-

ments for bank reserves. Central reserve city banks (i.e., those in New
York City and, after 1887, Chicago and St. Louis as well) were required to
keep 25% of their notes and deposits in reserves. Reserve city banks (i.e.,
those in other cities with populations over 500,000) were allowed to keep
half of their reserves in vault cash while depositing the other half into
central reserve city banks. Country banks (i.e., all other national banks)
only had to keep a minimum reserve ratio of 15%, and they were also able
to deposit 60% of the reserves in reserve city or central reserve city banks.
This set of requirements resulted in a pyramid structure, with bank re-
serves concentrated in New York City.
There were two salient problems under the pyramid structure. One was

that the concentration of reserves enriched the resources controlled by
New York banks, and some of them used the funds to finance stock
speculations. NewYork banks’ advantages provoked the jealousy of many
bankers in the Midwest and South, and they accused New York bankers
of creating financial volatility (Wicker 2000). The other problem is that at
the slightest signal of banking unrest in the New York money market,
country banks and the reserve city banks would attempt to withdraw their
deposits. This withdrawal would contract the reserves of New York banks,
posing the immediate threat of the suspension of cash payments (Wicker
2000). Together, the pyramid structure of reserve holdings, an inelastic cur-
rency, and the absence of a central regulating agency made the National
Banking era particularly prone to financial crises. This was the setting of the
Panic of 1907.
The Panic of 1907 and the Suspension of Cash Payments

The Panic of 1907 was triggered by the failure by Augustus Heinze and
his associates to corner the stock of the United Copper Company on Oc-
9
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tober 16, 1907. As news spread, depositors rushed to withdraw money
from the banks and trust companies that had financed this stock specu-
lation. Because the New York Clearing House Association failed to take
immediate actions to rescue the market, contagious bank runs spread to
other banks and trust companies.2 One week later the Knickerbocker Trust
Company, the third largest trust company in New York City, collapsed.
Knickerbocker’s collapse significantly deepened the market crisis, as in-
terior banks started to withdraw reserves from New York banks. Panic
spread across the nation as vast numbers of people withdrew deposits from
their regional banks. As Sprague (1910, p. 259) described, “Everywhere the
banks suddenly found themselves confronted with demands for money by
frightened depositors; everywhere, also, banks manifested a lack of con-
fidence in each other. Country banks drew money from city banks and all
the banks throughout the country demanded the return of funds deposited
or on loan in New York.”
In less than 10 days after the failure of Knickerbocker, interior banks’

withdrawals resulted in a $53 million deficit in banking reserves (Sprague
1909). The New York Clearing House Association suspended cash pay-
ments on October 26. Following this, a virtual nationwide restriction of
cash payments ensued.3 Cash payment was not resumed in New York City
until January 1, 1908 (James, McAndrews, and Weiman 2013).
Cash War and the Issuances of Currency Substitutes

The suspension of the shipment of currency throughout the country re-
sulted in a cash war across regions. Banks everywhere felt the necessity of
keeping on hand a large amount of cash to protect themselves in the event
of a run. Bankers called on local residents to keep their money in banks
within their communities. In Salem, Oregon, a local newspaper called it
“a patriotic duty to help banks by leaving funds in them” (Daily Capital
Journal, November 7, 1907, p. 1). In Bend, Oregon, people were advised to
2The New York Clearing House Association (NYCHA) was the private regulation
program for banks located in NewYork City from 1853 to 1913. Besides its daily duty of
facilitating check clearing and settlements between members, the NYCHA served as the
lender of last resort during a financial crisis by issuing clearinghouse loan certificates. It
was a prime agent in stemming the tide of financial crises during the National Banking
era (see Yue, Luo, and Ingram 2013 for details about this institution).
3Demand deposit, an alternative type of money supply, grew quickly during this time
period. Although demand deposit compensated for the lack of currency at normal times,
a high level of demand deposit actually made the cash stringency problem worse during
a financial crisis. Owing to the lack of deposit insurance at the time, depositors would all
attempt to cash their deposit during a crisis, and this increased the demand for currency
(James 1978). Demand deposit was subjected to be cashed out anytime and thus was
especially subject to bank runs.

10
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make remittances to outside parties through a bank draft instead of a post
office money order in order to keep the cash within the local community
(Bend Bulletin, November 15, 1907).
Since the note issuing was inelastic and there was no central bank in the

United States at the time to relieve the situation,4 bankers devised inge-
nious methods to meet the demand for currency by issuing private cur-
rency substitutes. There were two types of substitutes: the clearinghouse
certificates used among banks and the small-denomination currency sub-
stitutes intended for public circulation. The clearinghouse loan certificates
were not an innovation during the Panic of 1907. They were first adopted
during the Panic of 1857 by the NewYork Clearing House Association and
had been repeatedly deployed during the National Banking era by clear-
inghouses throughout the country. Clearinghouses were institutions com-
posed of local banks for collecting and clearing checks. During financial
crises, clearinghouses issued loan certificates to financially stressed mem-
ber banks, which could use them in place of currency in the clearing pro-
cess, freeing cash to satisfy the demands of depositors. In this way, loan cer-
tificates served as a medium to transfer cash from banks with surpluses
to stressed banks so that members could survive bank panics. In essence,
the clearinghouse loan certificates were a type of mutual lending among
banks (Gorton and Mullineaux 1987; Gorton and Huang 2003). Used ex-
clusively for settlements between banks, the clearinghouse loan certificates
were not an infringement of the National Banking Act and therefore were
legal.
The small-denomination currency substitutes issued for public circula-

tion, however, were largely illegal. Small-denomination currency substitutes
first appeared during the Panic of 1893 and were used by banks in a small
number of communities in Georgia to pay their customers. But during the
Panicof 1907, small-denomination currency substituteswerewidely adopted
for the first time, and the issuing volume was estimated to be more than
$250 million (Andrew 1908). They were in convenient denominations of
$5, $10, and $20, and in some places the denomination went down to as
low as 25 cents. Figure 1 demonstrates two examples of small-denomination
currency substitutes issued during the Panic of 1907. As the $2 currency
substitute in figure 1 illustrates, small-denomination loan certificates were
issued in some places that had no clearinghouses. In these places, they were
issued by the temporarily united “associated banks.” These currency sub-
stitutes were backed not by the purchase of government bonds but by all
kinds of bank assets. For example, those issued in Portland, Oregon, were
“based upon deposits of notes, bills of exchange and other negotiable in-
4The two early central banks, the First and Second Banks of the United States, existed
from 1791 to 1811 and from 1816 to 1836, respectively.
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FIG. 1.—Samples of small-denomination currency substitutes issued during the Panic
of 1907. (Photo source: New York Clearing House Association)

American Journal of Sociology
struments that are secured bywheat, grain, cannedfish, lumber actually sold
and othermarketable products or paper approved by the committee that has
been appointed by the association and by which the certificates will be is-
sued” (Bend Bulletin, November 15, 1907, p. 2).
In addition, according to the National Banking Act, notes issued by state

banks were subject to a 10% tax, but nobody bothered to become con-
cerned about this. The government, equipped with limited means to relieve
the currency stringency, adopted a tolerant attitude toward these illegal
currency substitutes. As B. F. Carroll, the banking auditor of Iowa, wrote
to the bankers of that state,

I therefore suggest that you . . . take such precautionary steps as may be
necessary in order to protect your interests and the interests of your depositors.
The department will temporarily permit such latitude as to reserve and other
legal restrictions as circumstances may demand. You should take the depos-
12
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itors into the confidence of the bank; fully explain to them the situation and
ask them to cooperate to the extent of accepting checks, drafts, and other forms
of credit where the same can be used current and to withdraw just as small
amounts of cash as is possible for them to use in the transactions of their busi-
ness. (Quoted in Andrew 1908, p. 500)

To be sure, small-denomination currency substitutes were not univer-
sally welcome. The cashier’s checks issued in St. Louis were questioned by
some bankers for possible conflict with the currency law (New York Times,
November 4, 1907). In Danville, Illinois, 4,000 miners went on strike, de-
manding cash pay (Bakersfield Californian, November 4, 1907). Moreover,
Paul M. Warburg published an article in the New York Times (Novem-
ber 14, 1907, p. 8) to highlight the “danger of emergency currency,” arguing
that it was bad practice to allow a bank to issue unsecured notes, which
in his opinion would only inflate banking stocks. William Jennings Bryan
(1907, p. 5) similarly criticized the currency substitutes as a self-serving
practice on the part of bankers. He argued that the issuing of currency sub-
stitutes, as attempts to cover up banks’ irresponsible operations, would
hurt community interests:

It is a panic breeder instead of a panacea; it would aggravate rather than re-
lieve the situation. It would increase the bank’s liabilities just at a time when
depositors are fearful that the bank cannot meet present liabilities. The need
of elasticity has been very much exaggerated; if banks would prepare in ad-
vance for “moving crops” and for such other future demands as may be rea-
sonably expected they would not be confronted by so many “emergencies.”The
trouble is that they loan to the limit in ordinary times and therefore have no
reserve available for the usual demands.

The puzzling question is why bankers were able in some communities,
but not others, to overcome the resistance and issue small-denomination
currency substitutes. To issue currency substitutes, bankers needed to be
united in the first place. After all, this was a course of collective action, and
a high level of cohesion would help to solve the free-riding problem among
elites and increase their ability to mobilize. Yet, to make bankers’ currency
flow, other community members had to be willing to accept the pieces of
paper that bankers handed them as “money.” Thus, the efficacy of bank-
ers’ mobilization may be affected by community receptivity to currency
substitutes because bankers would be less likely to act if they could obtain
only limited benefits from their action. To illustrate these points, I turn to
the nature of money.
The Social Nature of Money and Community Conditions

Money is a social phenomenon, and its nature reflects a form of social
interaction. As George Simmel (2004 [1907], p. 172) argued in The Phi-
13
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losophy of Money, “a certain comprehensiveness and intensity of social
relations is required for money to be effective.”He suggested that “[o]nly in
a stable and closely organized society that assures mutual protection and
provides safeguards against a variety of elemental dangers, both external
and psychological, is it possible for such a delicate and easily destroyed
material as paper to become the representative of the highest money value”
(Simmel 2004 [1907], p. 172). Marx and Weber emphasized the function of
money in transforming society, and modern research on money has pointed
to the roles of social culture and interest conflicts in conditioning the usage
and perceptions of money (e.g., Zelizer 1989, 2011; Carruthers and Babb
1996). If money contributes to the extension of activities from individu-
als to communities and reflects the development of a widened circle of in-
terdependence, the question regarding the public’s acceptance of small-
denomination currency substitutes boils down to where the trust conferred
upon bankers has come from.
The public’s confidence in money does not have to depend on the state’s

authority. Historically, stones, shells, tobacco, cigarettes, and cattle have
all served as money. As Frankel (1977, p. 35) put it, money is “a certain
disposition, willingness and aptitude in society which could be counted
upon to ensure, as a matter of justice, the maintenance of the monetary
order through law or custom,” and “all that is necessary is community
agreement to establish such a system” (p. 49, italics in original). The small-
denomination currency substitutes issued during the Panic of 1907 were no
exception. If currency substitutes were not accepted within a community,
then they would not differ from valueless paper. As the currency substi-
tutes found their way from all of the city banks to businesses, factories, ho-
tels, and homes, they affected “the interest of every person, poor or rich,
capitalist or laborer” (San Francisco Call 1907b). To enable the successful
flow of currency substitutes, there had to be sufficient confidence in a com-
munity that bankers could be counted on to ensure the maintenance of the
monetary order.

Elite Cohesion.—Cohesion is critical for elites to play a leadership role in
a community. Unified elites are more likely to convert their resources into
power. Elites coordinate their efforts through social networks, and over-
lapping networks help to spread information and build consensus. Thus,
network cohesion increases the efficacy of mobilization among elites. In
order to issue small-denomination currency substitutes, bankers needed to
form a united front. One bank or a small number of banks would not issue
currency substitutes because this action might be construed as indicating
unsound conditions. In addition, once the currency substitute programwas
established in a community, all banks would have an incentive to partic-
ipate in it because if they did not they would run the risk of being drained
14
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of money. Moreover, during a financial crisis banks had incentives to res-
cue their rivals because of the fear of contagious bank runs (Calomiris and
Gorton 1991). As a result, the issuances of currency substitutes usually in-
volved all the banks in a community.
As such, bankers faced a free-rider problem. To issue currency sub-

stitutes, banks pooled their resources, which meant that the payment of
these substitutes was not the liability of one single bank but of all associ-
ated banks. As Warburg (1907) observed, it was very doubtful whether
the stronger banks would consent to a joint guarantee by all the banks for
the entire amount of unsecured currency substitutes. He concluded that
this could be done only if stronger bankers could exercise control over their
sister banks. The control is stronger if bankerswithin a community aremore
fully connected, as connections supply a mechanism for enforcing norms
(Homans 1950; Coleman 1990).
To urge the public to accept the currency substitutes, bankers often is-

sued joint public statements to show their unanimous support for the col-
lective action. They also initiated communication campaigns in local news-
papers to educate the public on the need to issue currency substitutes and
to highlight the benefits that the currency substitutes would bring to the
local economy. They provided detailed explanations of how the currency
substitutes worked and emphasized security by pledging joint guaranty of
payment. In addition, bankers also allied themselves with other economic
elites in a local area and asked them to endorse their currency substitutes.
Figure 2 shows the front page of the Atlanta Georgian on October 31, 1907,
in which leading bankers and merchants touted these substitutes as being,
for instance, “as good as gold,” “a wise, prudent move,” “worth 100 cents
on the dollar,” or “the best money in the world.” Similarly, in San Francisco,
wholesalers, grocers, and managers of other major mercantile houses, at
bankers’ request, declared their acceptance of the currency substitutes in
local newspapers. As John Rothschild, the head of a grocery company, said,
“It [the currency substitute] will give the financial market time to right it-
self, which I am sure it will do in a short time if the business interests of the
community will work as a unit” (San Francisco Call 1907c). Bankers also
deployed the cooperation of other economic elites to persuade others to ac-
cept their currency substitutes. For example, a banker in St. Louis tried to
convince a recalcitrant customer to use currency substitutes to pay his em-
ployees by saying, “Give the men checks. They’re good at the butcher’s and
the baker’s” (quoted by Horwitz 1990, p. 643). Thus, I predict that the is-
suance of small-denomination currency substitutes was more likely in com-
munities where elite cohesion was high.
HYPOTHESIS 1.—Small-denomination currency substitutes were more

likely to be issued in a community with a high level of elite cohesion.
15
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Community Constraints on the Efficacy of Elite Mobilization
Economic Inequality.—Greater economic inequality reduces intergroup
trust within a community (Alesina and La Ferrara 2000). Individuals often
develop distrust toward those in other economic classes because they be-
lieve members of different economic classes have conflicting economic in-
terests and may act at the cost of other economic classes. Using data from
both across countries and across states within the United States, Wilkinson
and Pickett (2009) demonstrated that a high level of inequality is directly
related to a lower percentage of people who trust others in their commu-
nities. In addition, a number of studies have also shown that economic in-
equality reduces social cohesion so that people living in unequal societies
are less likely to contribute to a community’s common goods (Goldin and
Katz 1999; La Ferrara 2002; Costa and Kahn 2003).
Economic inequality was likely to have affected bankers’ ability to is-

sue small-denomination currency substitutes. A study of banking develop-
ments in the United States in the early 20th century shows that wealth
(land) concentration was related to a lower level of credit being available in
the community as elites restricted financial development in order to charge
higher interest rates (Rajan and Ramcharan 2011). As a response, in a bank
panic, individuals from communities with high levels of economic in-
equality showed less confidence in banks and they were more likely to rush
to withdraw deposits (Greve and Kim 2014). Bankers faced the same set of
challenges during the Panic of 1907. As an editorial in the San Francisco
Call (1907d) sharply pointed out, the certificates offered no interest to the
public and were merely promissory notes given by the banks in payment
of their debts. The Call likened the practice to taking money out of one
pocket and putting it in another. It warned the public that issuing currency
substitutes ran the risk of inflation. Moreover, as others claimed, the cur-
rency substitutes were essentially free credit that a community would ex-
tend to banks to bail them out from an emergency that had resulted from
their own bad practices, and doing so risked rendering the financial crisis
more severe (e.g., Bryan 1907). Then community members’ willingness to
accept bankers’ currency must be based on their trust that bankers would
act on behalf of the community rather than only for themselves. Thus, a high
level of economic inequality may have significantly reduced the chance of
issuing currency substitutes if bankers expected a low level of community
acceptance.
HYPOTHESIS 2.—Small-denomination currency substitutes were less

likely to be issued in a community with a high level economic inequality.
Community Homogeneity.—The need for meaning is one fundamental

force that motivates and sustains collective actions (Benford and Snow
2000). When the meaning system resonates with their personal identity, it
is more likely that social actors will be motivated to act on their vision of
17
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what they desire. Actors’ conceptions of themselves are powerfully shaped
by their interactions with others, and structures that highlight the com-
monalities within a community help develop meaning systems and induce
cooperation from community members. A common race or religion pro-
vides a direct linkage between personal identity and community; social
groups that are formed in terms of these commonalities are thus more likely
to engage in civic activities (Putnam 2000; Lindsay 2008).
Tilly (1973) argued that a community that consists of homogenous groups

will generally be mobilized at a lower cost than a heterogeneous commu-
nity. In a comprehensive review, Costa and Kahn (2003) showed that ho-
mogeneity enhances community members’ engagement in producing pub-
lic goods. Similarly, Rao,Yue, and Ingram (2010) reported that in the case of
communities facing economic invasion from external big-box stores, those
that were racially homogenous were more likely to become mobilized for
collective action. In addition, community homogeneity affects not just the
general level of participation in community collective action but also the
role of elites in leading community affairs. Baltzell (1979) argued that in-
dividuals from homogenous communities are more likely to follow the lead-
ership of elites than those from heterogeneous communities. Within a com-
munity, the level of homogeneity might affect the ease with which bankers
mobilize support for their currency substitutes,5 and therefore, a high level
of community homogeneity may have significantly increased the chance of
issuing currency substitutes.
HYPOTHESIS 3.—Small-denomination currency substitutes were more

likely to be issued in a community with a high level of homogeneity.
Spatial Contagion.—Spatial contagion is of particular significance for

community mobilization. Two processes drive the effect of spatial conta-
gion. One is information transmission, here meaning that the issuances of
currency substitutes were made known so that they could spread. More-
over, the legitimacy of currency substitutes increased as more and more com-
munities adopted similar practices. The second process was the strength-
ening of intracommunity solidarity by intergroup rivalry, meaning that
neighboring communities’ adoption of such practices would intensify the
cash war. A collective identity becomes more salient with the introduction of
others with whom contrasts can be drawn, and in such a situation, members
are more willing to contribute to in-group collective action (Sherif et al. 1961).
In a study of communities’ mobilization to promote the building of national
5An alternative proposition is that it may be more difficult for bankers to coopt a tightly
integrated community when they are viewed as out-groupmembers. But this proposition
is unlikely to be true in the current research setting because, owing to the branch pro-
hibition law, bankers in this era tended to be local people from their communities.
Therefore the trust extended toward bankers may have been higher in relatively homo-
geneous communities.
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parks, Ingram and Inman (1996) found that the community identity evoked
by intercommunity rivalries is important in producing the perception of
shared interests. Similarly, Kocak and Carroll (2008) found that the arrival of
new immigrant groups with different religious backgrounds activates the
identities of existing groups in a community and increases their church atten-
dance.6 Thus intercommunity rivalry might have intensified intracommunity
cohesion.
Both processes were in play in facilitating the issuing of currency sub-

stitutes during the Panic of 1907. For example, bankers in Thomasville,
Georgia, justified their issuances by arguing that neighboring cities had
taken a similar step—“InGeorgia, Atlanta, Savannah,Augusta, andMacon
set the example, which was followed by Albany, Quitman, Valdosta, and
other neighboring towns, a fact which in itself made this necessary here,
to provide against the town being drained of its currency” (Weekly Times
Enterprise, November 8, 1907, p. 1). C. E. Currier, the president of the At-
lanta National Bank, argued, “The issuance of these certificates is a matter
of protection. New York and other cities decided temporarily not to let us
have any cash. Then, to protect what cash we have, we also issue certifi-
cates” (Atlanta Georgian, October 31, 1907, p. 2). Similarly, when bankers
in Pittsburg requested the cooperation of employers and workmen, they
argued that “it (the issuance) is made necessary by the fact that clearing
house associations of other cities, especially New York have prevented the
return of currency from these points to Pittsburg and the idea of Pittsburg
bankers is to protect Pittsburg manufacturers and workingmen against this
phony of other cities” (Pittsburg Press, 1907). Bankers urged the people to
“help themselves and help the communities in which they live by becoming
the backers of the banks for the present” (Bend Bulletin, November 15,
1907, p. 2). If neighboring communities have issued currency substitutes,
bankers of a focal community may be more likely to persuade members
of their community that the issuance is necessary to keep money at home.
Thus, I predict that neighboring communities’ issuances significantly in-
creased the chance of issuing currency substitutes in a local community.
HYPOTHESIS 4.—Small-denomination currency substitutes were more

likely to be issued in a community if neighboring communities had issued
them.
Alignment with Community Ideology.—The structure of political ideol-

ogies affects the likelihood of successful collective action (McAdam 1982).
In favorable environments, bankers’ claims may be perceived as being
6Kocak and Carroll’s (2008) finding does not conflict with hypothesis 3 because the units
of analysis are at different levels. At the intragroup level, homogeneity increases cohe-
sion, but at the intergroup level, the presence of outside groups with which one can draw
a contrast also increases intragroup cohesion.
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more legitimate. Bankers were likely to have more success in articulating
and implementing their proposed programs in a context of supportive con-
stituencies. One of the most influential political ideologies at the turn of
the 20th centurywas populism.Atfirst glance, populismmight haveworked
to undermine the scheme of bankers’money given its antielitist appeal and
hostility toward banks (as indicated by William Jennings Bryan’s state-
ment). However, a core aim of populism was to expand the money supply.
While earlier scholars portrayed the populist movement as involving

backward-looking protests by farmers refusingmodernity (e.g., Hicks 1931;
Hofstadter 1955), since the publication of Lawrence Goodwyn’s (1976)
Democratic Promise, recent scholars have more and more viewed the pop-
ulist movement as an attempt on the part of economically hard-pressed
farmers to seek redress from the government of their grievances (e.g., Ritter
1997; Nugent 2013). Populism arose in order to contest the policy of money
supply contraction that was implemented to return to the gold standard.
Contraction caused a deflation in prices and an increase in interest rates,
which hurt farmers especially hard. In the mid-1870s, farmers formed the
Greenback Party to oppose the contraction policy favored by the Eastern
banking elites.7 For the Greenbackers, a flexible monetary system provided
a solution to the economic problems of the National Banking era: an ex-
panding monetary system and low interest rates would raise prices and make
debts easier to pay, consequently bringing commercial liquidity and pros-
perity. They usedEdwardKellogg’s legal tender theory to argue thatmoney
did not have to possess intrinsic value but was the legal creation of a society.
Moreover, because interest rates affected the distribution of wealth between
classes and regions, the government should control money supply in order
to prevent special interest groups from bending policies to their own inter-
ests. Thus, the Greenbackers favored monetary expansion, but they looked
for this to the government rather than to monopolistic private banks.
The Greenbacker movement began to wane after the Eastern banking

elites won the political debate and restored the gold standard in 1879. How-
ever, soon thereafter the Greenback Party’s basic program was reborn as
that of the People’s Party, also known as the populists. The People’s Party
continued to push the government to pursue an inflationary monetary pol-
icy, arguing that silver should be freely coined and placed into circulation.
Although the populist movement is typically thought to have ended af-
ter the 1896 presidential contest in which William McKinley (representing
the defenders of the gold standard) defeated William Jennings Bryan (sup-
porting greenbackism and bimetallism), populism remained an influential
political ideology in the early 1900s (Ritter 1997).
7The Greenback Party was founded as an agrarian organization. In 1878, it formed an
alliance with urban labor and changed its name to the Greenback Labor Party.
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The issuing of small-denomination currency substitutes was appealing to
populists because it expanded the money supply locally. Bankers strategi-
cally deployed the alignment of their scheme with agricultural interests.
They argued that using homegrown currencies helped to stimulate their
local economies and protect themselves from the nation’s broader economic
woes. They highlighted the function of these currency substitutes in en-
abling the movement of crops without delay, maintaining the price of the
staple, and meeting the demands of local businesses (Tifton Gazette, No-
vember 8, 1907). They also capitalized on the conflict between the agrar-
ian populists and the Eastern banking elites. They portrayed themselves
as victims of the financial sins of New York and depicted the currency sub-
stitutes as representing a way to save their communities from being victim-
izedby theEastern interests (SanFranciscoCall, 1907a).Therefore, bankers
might be more likely to mobilize support for the small-denomination cur-
rency substitutes in communities in which the populist ideology prevailed.
HYPOTHESIS 5.—Small-denomination currency substitutes were more

likely to be issued in a community in which the populist ideology prevailed.

DATA AND METHODS

I collected data on the date that a city first issued currency substitutes
during the Panic of 1907 from Andrew (1908) and the report of the Com-
mercial and Financial Chronicle published on May 30, 1908. Andrew sur-
veyed all 147 independent cities with a population above 25,000 and re-
ceived responses from 145 of them.8 He also reported the issuances of
currency substitutes in some cities with a population below 25,000, but
those data were incomplete. The Chronicle reported the New York Clear-
ing House Association’s survey of 106 clearinghouses in the United States
regarding their issuing of loan certificates and received responses from all
but nine. The cities covered by these two surveys largely overlapped, and
only six cities reported by the Chroniclewere not covered by Andrew (1908).
So I used the 145 independent cities with a population larger than 25,000
reported by Andrew (1908) as the sample for this study. Figure 3 shows the
geographical distribution of the 145 cities and of 50 of them where small-
denomination currency substitutes were issued.

Dependent Variable and Estimation

The dependent variable is the hazard on a given day that a city first issued
small-denomination currency substitutes. Twomajor forms of the currency
8According to the census of 1900, there were 160 cities with a population above 25,000.
Andrew (1908) excluded 13 cities that were suburbs or parts of larger neighboring cities.
Two cities that did not respond were Pueblo, Colorado, and Lawrence, Massachusetts.
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Community Constraints on the Efficacy of Elite Mobilization
substitutes were clearinghouse loan certificates in small denominations for
general circulation and cashier’s checks in convenient dominations pay-
able only through the clearinghouse. In addition, in four cities the currency
substitutes also appeared as clearinghouse checks in convenient denomi-
nations for general circulation. But paychecks in convenient denominations
payable to the bearer are not counted as currency substitutes issued by
bankers because they were typically issued by large industrial firms to their
employees. There are only three cities that uniquely adopted paychecks in
convenient denominations, and counting paychecks as currency substitutes
does not affect the results of this article. The observation period ranges from
October 26, 1907, when the NewYork Clearing House suspended cash pay-
ments, to December 31, 1907, the day before cash payments were resumed.
Cities that did not issue small-denomination cash substitutes were treated as
right-censored.
I estimate the hazard for a city in issuing small-denomination currency

substitutes using the Cox proportional hazard model (Cox 1972; Cox and
Oakes 1984). The Cox model offers two significant advantages for esti-
mating hazard rates. One is that this model allows covariates to be time
dependent. This renders it useful for incorporating time-varying variables
such as neighboring cities’ adoptions. Second, it is a semiparametric model
that does not assume any particular distributional form for the baseline
hazard rate. This feature is useful considering that little is known about the
underlying distributional form, and there is no reason to believe that the
hazard rate follows a particular type of distribution. In particular, the Cox
model takes the form

hiðtÞ ¼ hoðtÞebX;

where hi(t) is the instantaneous risk of hazard for city i at time t. The un-
specified baseline hazard is ho(t), and ebX describes how the baseline hazard
varies in response to explanatory variables. In addition, I also adopted pa-
rameterized methods such as the exponential hazard model to estimate the
hazard of a city in issuing small-denomination currency substitutes and
found that the results are similar. These results are available upon request.
Independent and Control Variables

I measure elite cohesion using the density of interlock networks of all banks
in a city.9 Interlock ties exist when one bank’s directors or executives sit on
9Trust companies were an innovative form of financial institutions that functioned like
banks in this era (Neal 1971). They were counted as state-chartered banking institutions
and included in the sample.
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the boards of other banks.10 It is worthwhile to note that local economic
elites include nonbankers. But the operationalization of elite cohesion on
the basis of interlocks among banks is appropriate because banks are hubs
of a local economy and therefore their boards typically include not only
bankers but also other kinds of local economic elites (Useem 1984; Davis
and Mizruchi 1999). Previous studies have shown that bank boards pro-
vide an institution that knits together local economic elites (Bunting 1983;
Roy 1983, 1997). I collected data on executives and directors for all of the
2,145 banks in the 145 cities from the 1906 issue of Moody’s Manual of
Railroads and Corporation Securities and the January 1907 issue of the
Rand-McNally Bankers’ Directory. The interlock network density is the
ratio of the number of existent interlock ties between any pair of banks in a
city to the total number of possible ties between them, that is, the sum of
existing ties/ [n � (n – 1)/2], where n denotes the number of banks in a city.
I measure economic inequality using the Gini coefficient of farm size for

the county where a city was located. Because income data were not avail-
able until 1916 and at the time land holding was the most important form
of wealth, researchers studying this era have adopted this variable to mea-
sure economic inequality in communities (e.g., Rajan andRamcharan 2011;
Greve and Kim 2014).11 I collected data on the categorization of farms from
the 1900 census (0–9 acres, 10–19 acres, 20–49 acres, 50–99 acres, 100–499
acres, 500–999 acres, and 1,000 acres and above). The Gini coefficient with
an adjustment for categorical source data takes the formula

G ¼ ð2lÞ−1 ∑
C

i¼1
∑
j≠i
pipjjli−ljj;

where mi is the category center point, m is the population mean, and pi is the
proportion of farms in each category. The Gini coefficient measures the
average gain for an individual in moving out of her place. It takes a value
from 0 to 1, with the higher value indicating a greater level of inequality.
I measure community homogeneity using two variables. One is the racial

homogeneity measured by a Herfindahl index for each place i:

∑
i

population ij

population i

� �2
;

where j represents either of the following seven race groups: native white
with native parents, native white with foreign parents, foreign white,
10 Interlocks between direct competitors were only outlawed in 1914 by the Clayton Act,
and so bank-to-bank interlocks were legal during this time period.
11An alternative measure of inequality uses the size of manufacturing plants, but this
variable is not available in the census of 1900 or the census of manufactures of 1905.
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African-American, Chinese, Japanese, and American Indian. The data on
racial homogeneity were collected from the census of 1900. Although this
racial classification contains elements of nationality and does not match
today’s criteria, I did not modify the original categories because they re-
flected salient divisions at the time. In unreported analysis, I used an alter-
native measure by treating as one category white, native white with native
parents, native white with foreign parents, and foreign white and obtained
results similar to those reported below. The second variable is religious ho-
mogeneity. Religious homogeneity is similarly measured by the Herfindahl
index for those belonging to Protestant, Catholic, Jewish, and other religious
groups in a city. The data on religious homogeneity were obtained from
Kocak and Carroll (2007).
Imeasure neighboring communities’ issuancesby calculating the geograph-

ical distance weighted number of cities that adopted small-denomination cur-
rency substitutes by time t. The formula is

∑
j
∑
t>τ

Sjτ

Dij
;

where t is the time for city i, Sjt is a dummy variable that equals 1 if small-
denomination currency substitutes were issued in city j at time t, and Dij is
the log-transformed distance between i and j.
Imeasure the populist ideology in a community by using the share of votes

supporting the populist candidate in the 1904 presidential election. The elec-
tion result at the city level was unavailable, and so I used the county-level
data provided by the Interuniversity Consortium for Political and Social
Research andmatched each city to the county in which it is located by using
the January 1907 issue of the Rand-McNally Bankers’ Directory.
I include a list of control variables. First, I controlled for variables con-

cerning community basic characteristics. I controlled for the ln-transformed
population size of each city. Because there was no gross domestic product
data at that time, I included the variable manufacturing output value per
capita to control for the economic conditions in each community. I also con-
trolled for the illiteracy rate in each city because the illiteracy rate may af-
fect the spread of information. These data were collected from the census of
1900. Second, I controlled for two variables related to the basic banking
conditions in a community. One is the number of banks in a community,
because previous scholars have debated the relationship between group
size and the incidence of collective action (e.g., Olson 1965; Oliver andMar-
well 1988). The other is the abundance of banking capital in a community,
which is measured by the average ratio of capital and surplus to total de-
posits for all of the banks in a city. Communities that had abundant capital
might have had less need to issue currency substitutes.
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Third, I controlled for three additional variables relating to the organi-
zation of bankers to control for alternative channels that might facilitate
bankers’ mobilization. One is a dummy variable that is used to indicate
whether therewas a local banking clearinghouse in a community. The other
two indicate the proportions of banks in a community that were members
of the State Bankers’ Association and the National Bankers’ Association.
These datawere collected from the January 1907 issue of theRand-McNally
Bankers’Directory.
Fourth, I controlled for two variables related to a community’s exposure

to the Panic of 1907. One is direct panic exposure, which is measured by the
number of corresponding ties that banks in a city had with trust companies
in New York City that suffered runs. Correspondent banking networks
were interbank clearing, and settlement networks developed in response to
the Unit Banking Law, which prohibited interregional branching during
this period. James et al. (2013) reported that correspondent networks were a
direct channel for transmitting financial pressures during the Panic of 1907.
Following Frydman, Hilt, and Zhou (2013), I identified affected trust com-
panies as those falling within the top 25th percentile of negative deposit
changes.Theothervariable is a city’s geographical distance toNewYorkCity.
I included this variable because figure 3 shows that most cities that issued
currency substitutes were located in theMidwest, theWest, and the South.
Fifth, I controlled for three variables related to the intercity banking net-

works because banking practices might have been diffused through these
networks. Intercity interlock influence is a variable that measures the num-
ber of cities that had adopted the small-denomination currency substitutes
by time t and with which banks in a focal city had interlock ties. Similarly,
intercity correspondence influence is a variable that measures the number
of cities that had adopted the small-denomination currency substitutes by
time t and with which banks in a focal city had correspondent ties. Besides
these two measures of direct influence, I also include the eigenvector cen-
trality of a focal city in the intercity correspondent networks to control for
the indirect influence flowing through the correspondent networks.
Sixth, I controlled for a city’s status in issuing clearinghouse loan certifi-

cates. Clearinghouse loan certificates and small-denomination currency sub-
stitutes were not exclusive of each other; instead, cities could issue either,
both, or neither. The bankers’ decision to issue small-denomination currency
substitutes may be related to the status of the cities issuing clearinghouse
loan certificates. Controlling for a city’s status in issuing clearinghouse loan
certificates helps to take into account this effect. Finally, I included a dummy
variable to indicate a city’s location in the state of Georgia in order to con-
trol for the effect of historical legacy on the issuance of small-denomination
currency substitutes during the Panic of 1893. Table 1 reports the descrip-
tive statistics for all the above variables.
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RESULTS

Table 2 presents the Cox hazard models for the issuances of small-
denomination currency substitutes in the 145 cities. Model 1 reports the
baseline model, where I included all the control variables. It shows that
cities with a large population and at a long distance from New York City
were more likely to issue currency substitutes. Cities located in Georgia
were also more likely to issue currency substitutes. Model 2 tests the effect
of elite cohesion and shows that the density of banking interlock networks
is positively related to the hazard for bankers in issuing currency substitutes
in a city (b = 1.632; P < 0.05). A 1-SD increase in the interlock network
density raises the hazard ratio of issuing by 17.7%. Thus, hypothesis 1 is
supported. Model 3 tests the effect of economic inequality and shows that,
although the direction of the coefficient is as predicted, this variable is in-
significant by itself (b = –2.080, not significant). So hypothesis 2 is not sup-
ported when tested alone. Model 4 tests the effect of community homoge-
neity and shows that religious homogeneity significantly increases a city’s
hazard of issuing small-denomination currency substitutes (b = 5.816; P <
0.01), while racial homogeneity does not increase it (b = 3.077, not signifi-
cant). According to this model, a 1-SD increase in the religious homogeneity
raises the hazard ratio of issuing by 50% in a community. Thus, hypothesis
3 receives partial support.
Model 5 tests the effect of neighboring communities’ issuances, and

the results show that bankers were more likely to issue currency substitutes
when more neighboring communities had done so (b = 0.356; P < 0.01).
A 1-SD increase in the number of neighbors’ issuances increases a focal
place’s chance of issuing by roughly two and half folds. So neighboring
towns’ adoptions have a strong impact on a local community’s decision to
adopt, and hypothesis 4 is supported. Model 6 tests the effect of the populist
ideology. The results show that the coefficient of the variable is not sta-
tistically significant. Thus the populist ideology did not work particularly
well in favor of issuing bankers’ currency, and its antielitism and anti-
banking spirits might have counteracted its support for monetary inflation.
Hypothesis 5 is not supported. Finally, model 7 tests the full model. The
negative coefficient of economic inequality becomes significant in the full
model (b = –3.665;P < 0.05), suggesting that bankers were less likely to issue
currency substitutes when their coordination was inhibited by a low level of
trust within a community after controlling for other community conditions.
According to the full model, a 1-SD increase in the economic inequality re-
duces the hazard ratio of issuing small-denomination currency substitutes
by 38%. In addition, the significant effects of religious homogeneity and
neighbors’ adoptions remain robust. But the effect of elite cohesion becomes
less significant in the full model (b = 1.613; P = 0.076).
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Community Constraints on the Efficacy of Elite Mobilization
Because the Panic of 1907 originated in NewYork City, interior bankers
deployed a rhetoric of self-defense against the misconduct of New York
City bankers in order to motivate currency issuing in their own commu-
nities. Therefore, interior bankers’ mind-set regarding currency issuances
might have been different from that of their counterparts in New York
City. Thus, I further test the robustness of my findings by dropping New
York City from the sample. Table 3 reports the estimation results and con-
firms the robustness of the findings. In addition, the positive main effect
of religious homogeneity stands in contrast with the insignificant effects of
racial homogeneity. The different results regarding the two measures of
community homogeneity show that race and religious activities may work
differently in maintaining community cohesion. Racial homogeneity affects
community cohesion through individuals’ self-identification,while religious
activities involve people who actively participate by congregating at regu-
lar intervals. Hence, religion has been found to provide unique resources
that are advantageous for developing meaning systems and community
(Lindsay 2008), and religious homogeneity has a strong influence on asso-
ciational patterns (Putnam 2000). Such patterns may have worked to link
organizational structures and community collective identity (Greve, Pozner,
and Rao 2006; Lindsay 2008; Schneiberg, King, and Smith 2008; Greve and
Kim 2014).
Further Analysis of Issuing Amount

If the lack of community support prohibited bankers from organizing col-
lective action, it is useful to test whether the actual issuing amount was re-
lated to community structures. In addition, investigating the issuing amount
helps to assess the success of elites’ collective action. I predict that interlock
density had a positive effect on the amount of issuance as a high level of elite
cohesion increases the efficacy of elite mobilization. Economic inequality
reduces intracommunity cohesion and thusmay lead to a lower of amount of
issuance. Racial and religious homogeneities increase intracommunity trust
and thus may lead to a higher amount of issuance. The populist ideology
provided a favorable political environment and thus may have resulted in
a higher amount of issuance.
FromAndrew (1908), I determined the total amount of issuance in 38 out

of the 50 cities where the small-denomination currency substitutes were is-
sued.12 I created a variable, the issuing amount per capita, through dividing
12Andrew (1908) noted “Amount not obtainable” for 12 cities. The data reported by the
Commercial and Financial Chronicle are not usable because it reported only the aggre-
gate amount for both the clearinghouse loan certificates and the small-denomination
currency substitutes.
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the total issuing amount by a city’s population size. Because the total issu-
ing amount can only be observed where the small-denomination currency
substitutes were issued and there was an additional sample selection bias
due to missing values, I adopted the Heckman two-stage model to estimate
the issuing amount per capita. In the first stage, I ran a probit model to con-
trol for the selection bias that is based on a nonrandomly selected sample.
The dependent variable of the first-stage model is a dummy variable that
equals 1 if small-denomination currency substituteswere issued in a city and
the total amount was not missing. The independent variables include all
the variables that are significant in the full model estimation of the issuance
of small-denomination currency substitutes (i.e., model 7 of table 2). In the
second stage, I ran an ordinary least squares model after controlling for the
predicted probability of issuance for each city. I also include all the inde-
pendent and control variables used in table 2, except the three time-varying
variables—neighbor adoption, intercity interlock influence, and intercity
correspondent influence—because the analysis of the issuing amount per
capita is cross-sectional.
Table 4 reports the Heckman model estimation of the issuing amount

per capita. I omitted the first-stage results to save space. Model 15 reports
the baseline estimation, including all the control variables. It shows that
the per capita issuing amount was higher in places where bankers were
organized through a clearinghouse. But the per capita issuing amount was
lower in large cities and in cities where capital was relatively abundant.
Model 16 tests the effect of elite’s cohesion, which has a positive, but insig-
nificant, coefficient. Model 17 tests the effect of economic inequality, show-
ing that the issuing amount per capita was significantly lower in places
where the economic inequality was high (b = –26.275; P < .01). When other
variables are set at their means, a 1-SD increase in economic inequality
reduced the issuing amount per capita by $4.52. Model 18 tests the effect
of community homogeneity. Although both coefficients have directions as
predicted, none of them reach statistical significance. The results suggest
that although a common identity may have boosted bankers’ confidence in
organizing collection, it did not materialize at a high level of community
support. Model 19 tests the effect of the populist ideology and shows an in-
significant effect. In unreported analysis, I also tested the interaction effect
between the populist ideology and the elite cohesion and found that the
main effect of the populist ideology turns positively significant, while its
interaction effect with the elite cohesion is negatively significant. When all
other variables are set to their means, a 1% increase in support of populist
candidates in a place increased the issuing amount per capita by $4.77. But
in places where elites were more cohesive (i.e., interlock density was 1 SD
above the mean), a 1% increase in support of populist candidates increased
the issuing amount per capita by only $2.60. The results indicate that the
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populist ideology was associated with a significantly higher amount of is-
suance only in places where the elite cohesion was relatively low. Populists
wary of elites’ monopoly might have reduced their willingness to support
bankers’ currencies. Finally, model 20 reports the full model estimation,
showing that the negative effect of economic inequality remains robust.
DISCUSSION AND CONCLUSION

Organizing collective action to secure community support provides elites
with an additional source of power, but community structures constrain
elites’ ability to utilize this power. Elites aremotivated to organize collective
action and to mobilize the public to support their action when the power
structure is dynamic and institutional stability needs to be maintained.
When doing so, elites act just like other movement activists, attempting to
mobilize potential adherents to support institutional programs that serve
their interests. To make their mobilization efforts successful, elites need to
be united in the first place, and a high level of cohesion increases their ca-
pacity to organize collective action.Yet community structures also affect the
success of elites’mobilization because the level of community support may
directly determine the utilities that elites obtain from their collective action.
Economic inequality affects the efficacy of elites’ mobilization because the
public is more likely to participate in elites’ programs in places where the
intracommunity trust is high. Religious homogeneity has a special signifi-
cance for elites as religious activities supply meaning systems and organiza-
tional infrastructures for collective action. Spatial contagion facilitates elites’
mobilization efforts because it spreads information and facilitates inter-
community competition. Together, these findings make broad contributions
to power elite theory, the social-movement literature, and sociological stud-
ies of money.
First, this article contributes to power elite theory by showing that build-

ing private institutions and mobilizing community support are important
ways for elites to protect their interests. While the power elite literature has
focused on examining how elites influence formal institutions such as gov-
ernment decisions and public policies, my findings suggest that propagat-
ing private market institutions is another way in which elites advance their
interests. The function of private market institutions has received relatively
little scholarly attention, and even the emerging body of work on elites’
adoption of grassroots tactics has tended to document how elite actors uti-
lize the public as a force for amplifying their voices in formal politics. Yet
private market institutions also play important roles in maintaining mar-
ket order and in distributing valuable resources, and, as Schneiberg and
Bartley (2008) argued, a significant change of industrial regulation in the
21st century consists in the emergence of many alternative forms of “soft
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laws” that have replaced the traditional state-centered command and con-
trol. Because private market institutions can be directly manipulated by
actors who have interests in them, they are convenient tools for elites.
Studying the issuance of alternative local currencies, this article aims to
address the need for studies of how elites benefit from adopting private
market institutions. It suggests that whether an elite-designed private in-
stitution will flow is determined in part by the conflicts of interest between
different sectors of a community.
Elites are embedded within their communities, and between them and

other social groups there exists a set of mutual dependencies. Elites need
backing from other groups so that an institutional arrangement that favors
them will run smoothly. Other social groups are willing to ally themselves
with elites if the latter are willing to share interests with them. The idea that
managing mutual dependence is critical for sustaining elites’ governance
has been echoed by a number of prior scholars. Tocqueville (1856) argued
that caring for the rest of the community actually serves elites’ interests in
the long run. Baltzell (1958, 1964) similarly emphasized that the essence of
elites’ leadership lies in commitment to public service and standing above
immediate class interests. More recently, Mizruchi (2010, p. 435) coined the
term “power without efficacy” to describe the paradox that a lack of po-
litical moderation actually diminishes the efficacy of elites’ governance. My
finding that elites are more likely to mobilize the public’s support in rela-
tively equal communities provides additional evidence to support this line
of argument. It further suggests that maintaining institutional advantages
requires that elites not only seek an edge over others but try to construct a
balance of interests with other groups.
By emphasizing the community constraints on elites’ efficacy, this article

also has implications for the broader questions of the influence of elites in
society. Elite theorists and institutional pluralists have long debated about
the role of elites, with the former arguing that the privileged group dom-
inates the mass and the latter contending that competition among oppos-
ing interests helps to level the playing field between them. At first glance,
elites’ adoption of social-movement tactics seems to lend support to an elitist
view. This practice has rendered some social watchdogs particularly worried
about the consequences of elites’ picking up the “weapons of the disadvan-
taged” (Walker 2014). However, this article suggests that while mobiliz-
ing the public’s support provides elites with an additional source of power,
they are nonetheless limited by the relationships with their community. In
places where elites are unable to connect with the rest of the community,
there is a lower chance that they will be able to get the public’s support. Thus
community provides some pluralist counterbalance to elite influence.
In studying how community structures affect business behaviors, this

article provides a contrast with Prechel and Morris’s (2010) work on struc-
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tural determinants of corporations’ financial malfeasance. Prechel and
Morris (2010) showed that corporations’ embeddedness in political struc-
tures created opportunities formanagers to illegitimately advance their self-
interest. Defining financial malfeasance as an act that violates a law or a
rule establishedbymarket regulators, Prechel andMorris (2010) emphasized
the nature of financial malfeasance in misleading the public through ex-
ploiting information asymmetry. Although currency substitutes issued dur-
ing the Panic of 1907 were technically illegal, the government was fully
aware of them and, in fact, permitted the issues (as clearly indicated by the
statement of the banking auditor of Iowa).While Prechel andMorris (2010)
emphasized the role of structural holes in enabling managers to conceal fi-
nancial malfeasance from the public, I find that cohesive community struc-
tures enhance bankers’ ability to issue currency substitutes. In Prechel and
Morris’s (2010) study, business organizations acted in isolation, and execu-
tives exploited organizational and political structures by using them to hide
their malfeasance from the view of the public. But in my study, bankers en-
gaged in collective action and actively persuaded the community to support
them. The contrast extends the research on structural embeddedness (Granov-
etter 1985) by suggesting that embeddedness has different implications for
business strategies in different contexts.
In addition, this article also shows that fragmentation matters for elite

leadership. Within communities, elite cohesion directly affects the capacity
of elites to alleviate financial stringency locally. Yet, at the national level,
the lack of coordination among elites in different regions generated the op-
posite effect. When elites in each region tried to mobilize their community
to keep its cash in local hands, their hoarding behaviors only rendered the
cash stringency at the national level more severe. Thus, this finding lends
support to Mizruchi’s (2013) point that elites may be less effective when
fragmentation guides them to adopt a narrow view of their self-interest.
Future research should also investigate whether factors such as racial and
religious homogeneities affect the efficacy of elite leadership.
Second, this article extends the social-movement literature by showing

that movement-like tactics are also weapons of elites. In his comparison
of the traditional movements spearheaded by disadvantaged groups with
those led by elites, Martin (2013a) suggested that the most surprising thing
about poor people’s movements is that they sometimes win in spite of their
various disadvantages, while the most surprising thing about rich people’s
movements is that they even feel they must bother given all the advantages
they already have. This article shows that elites will be motivated to mo-
bilize members of their community if we adopt a dynamic rather than a
static view of power within a field. Moreover, this article also shows that
certain types of community structures facilitate elites’ efforts to mobilize com-
munity support. By doing this, this article also answers the call of McAdam
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and colleagues to move research on collective action beyond the stylized
image of contentious politics from the 1960s and embed it in historical
contexts (McAdam et al. 2005; McAdam and Boudet 2012).
In addition, this article joins a growing body of literature discussing how

firms can benefit from public support. Scholars have paid increasing at-
tention to how firms take on leadership roles in order tomobilize other social
groups to participate in collective action (Walker and Rea 2014). Business-
led collective action aims at altering public opinions, bettering corporate
images, influencing legislation, or directly attacking competitors. One bar-
rier that firms face is that this type of mobilization runs the risk of being
discredited as inauthentic or outside the public interest. By showing how
community structures affected bankers’ efforts to launch currency substi-
tutes, this article suggests that certain structural conditions may help firms
overcome this barrier. Moreover, this article also adds to the literature by
showing that an additional avenue of mobilization involves seeking the
public’s support for private institutions.
Third, this article contributes to the sociological study ofmoney. The idea

of market money issued by bankers has long been championed by econo-
mists who argue that currencies issued by private entities should be allowed
to compete with each other just like ordinary commodities (e.g., Hayek
1976; Menger 1892). For them, the public’s acceptance of private money
is a result of market competition and selection. Yet this article shows that
pure economic rationality is hardly adequate, as it alone cannot explain
why private currencies were issued in some communities but not in others.
Instead, what this article finds is that whether the issuance of privatemoney
is possible depends on the social structures of a community.
Moreover, this article contributes to an emerging literature on local cur-

rencies. To be sure, the small-denomination currency substitutes issued
during the Panic of 1907 were not unique in history. During the Great De-
pression, local money was issued to compensate for the shortage of fed-
eral dollars in many communities by governments, chambers of commerce,
stores, barter groups, and charitable organizations (Harper 1948). In the
modern era, local currencies such as “Ithaca Hours” have existed in the
United States since the early 1990s to support community-based employ-
ment, oppose globalization, and advocate community self-reliance. This
article contributes to the studies of local currency by showing that while
most modern programs are designed to empower the economically mar-
ginalized, local currencies can also be deployed by the economically advan-
taged. Future research should study how elite-led mobilization differs from
the grassroots-based kind and how the difference may affect the efficacy
of local currency programs.
In conclusion, money is an institution that is embedded within a com-

munity, affecting and in turn being affected by it. In Simmel’s (2004 [1907],
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p. 5) words, money is a “functional category of modern civilization: the
symbol of its spirit, forms and thought,” and it cannot be divorced from the
social relationships it symbolizes. Actors who master the skill to read these
relationships can manipulate the monetary system to their advantage.
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