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PREFACE

This study is a comprehensive and exhaustive description and eval-
uation of the role of money in the Gonfederate States of America. In-
volved is not only the issuances of the central government, but the
issues of the various states and the Indian nations as well. When the
Confederacy first organized, it was assumed that its monetary policy
would be a continuation of that of the Federal government. Thus coinage
would serve as change and be legal tender in the payment of small debts.
Large debts would be settled with bank notes of the state-chartered
banks, which were to be the circulating paper medium. But the start
of the war and the exigencies produced by the conflict changed this.

This work was born long ago in a deep love of numismatics. Later,
when my interest in the Confederacy developed, it seemed only natural
to combine the two. When I first began the research I had no precon-
ceived notions about what I would find, except that I knew the Con-
federacy had relied primarily on paper money and that it had inflated
at a rapid rate. I was surprised to find that the Confederate govern-
ment had only thought of paper money as an internal currency and used
precious metals to purchase equipment and other supplies abroad. 1
also discovered that the central government and the state governments
had virtually forbidden private citizens from obtaining specie from
banks while reserving the right to do so themselves. 1In this way I was
reminded that the United States government had done the same thing in

regards to gold in the 1930s. But even this could not be enforced
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indefinitely. Perhaps the will of the people is too strong to be con-
trolled for long.

My research has taken me to many parts of the United States and
nearly every state that once composed the Confederacy. T was surprised
to find that the Indian nations were also instrumental in issuing paper
currency during this period, and because this fact has been totally
ignored for so long, I decided to devote a separate chapter to each of
these forgotten people. I can only hope that this will inspire more re-
search into these neglected areas.

I found many people throughout the country eager to help with my
research., I am particularly indebted to Mr. James Walker at the National
Archives for the continual help that he gave me, sometimes going far be-
yond the minimal requirements to assist a researcher. I also take this
opportunity to acknowledge the help of Dr. Vladimir Clain-Stefenelli of
the Smithsonian Institution in finding materials about the tokens issued
in the Confederacy. Washington, D. C., proved to be a treasure trove in
my attempt at unraveling the story of Confederate monetary policy.

{:i cannot begin to list all of the friends I made in the many state
archives on my research travels. They are thanked for their help and
for making the task a little less formidable. 1In particular, apprecia-
tion is extended to Ms. Connie J. Beane of the Florida State Archives
for the assistance she gave me.

Special thanks should be given to those who financed my travels,
comforted me when I was depressed, and gave the encouragement I needed
to go forward with my research and writing. These wonderful persons are
my parents, Mr. and Mrs. La Verne E. Morgan, to whom I cannot even begin

to extend an adequate amount of credit and appreciation.
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Next, I thank the members of my doctoral committee who gave much
aid during my studies at Oklahoma State University. Thus I am deeply
indebted to Professors Norbert R. Mahnken and Neil J. Hackett, Jr., of
the Department of History, to Professor Odie B. Faulk, chairman of the
Department of History, and to Professor James H. Howard of the Depart-
ment of Sociology and Anthropology. To Professor Howard, I am par-
ticularly indebted for the extra scope which ethnohistory may have
brought to this study. I extend particular thanks to Professor LeRoy
H. Fischer, my graduate adviser and director of this study. He has
proven to be much more than a professorial adviser, for he has been a
friend and a confidant. I cannot begin to express how much assistance
he has given me in the years that we have been together.

This study is dedicated to my parents, Mr. and Mrs. La Verne E.
Morgan of Newport Beach, California, whose roots go deeply into both

the American and European pasts, including the Confederate States.
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CHAPTER I
THE MONETARY SITUATION

The monetary system of the Confederate States of America developed
largely from the banking and credit systems of the South. State banks
and property banks were the two main types of banks in the South prior
to the war. The majority of the Southern people, however, had little
contact with either of these banks. Instead they dealt with merchants
who extended them credit from year to year. Even the planter class
would often deal with a third party, known as a factor, who would sell
the planter's commodities, make purchases for them, and keep a balance
for the planter as well. This was done by the factor for a percentage
of the sales. The factor could either be located in Europe or, as was
the usual case at the time, be a merchant in the North.

When President Andrew Jackson failed to renew the charter of the
Second Bank of the United States in 1832 and withdrew federal funds from
it, numerous state banks increased their activities. The South was not
isolated from this and nearly every Southern state had a state bank at
one time or another. When Texas entered the Union in 1845 it outlawed
banks, but some private £irms circulated notes. In all of the other
Southern states the state banks began to overprint their currency and
speculate on land and cotton. About 1841 the prolonged depression of
cotton prices brought about the calling of loans and the crash of many

state banking houses, Nearly all state banks in the South failed,



except in Virginia and Louisiana, but they began to rebuild in the
1850s. Only Arkansas did not have a state or property bank by the time
the Confederacy was formed in 1861.

Property banks were unique to the South. They were established by
the states in order to attract foreign capital for agriculture and in-
ternal developments. These banks could issue notes and many of them,
like the state banks, overissued notes. Louisiana led the way in es-
tablishing property banks, but soon other Southern states followed.

Even Arkansas permitted one property bank to be formed, and the only
bank in the state of Texas was a property bank, the Commercial and
Agriculture Bank of Galveston. Most property banks failed by 1841.
When property and state banks were chartered again in the 1850s they
were under tighter state control.

Most Southerners, however, did not deal with banks and had little
contact with money. Farmers in the interior established their own
"factorage system'" comparable to the planters, but for them the factor
was the local merchant. It was he who extended them credit on their
crop, it was he who sold them their necessities, and it was he who
traveled to the North for merchandise, often using his own credit to
purchase these goods. This system made the South virtually a colony of
the North and it would not be acceptable in an independent nation.

When the government of the Confederate States first appeared on the
scene in February, 1861, its monetary and economic system was already in
extreme disorder. Some banks had suspended the redemption of their
notes for specie, and the little specie that remained in circulation
was quickly disappearing. Only in the cities of New Orleans, Louisiana,

and Mobile, Alabama, was there a quantity of specie. 1In place of



coinage, bank notes, in volume nearly equal to the amount of gold and
silver held by banks and private individuals in the South, were allowed
to circulate. Even though they circulated throughout the Confederacy,
the banks that issued them were few in number and located only in the
most developed areas. Arkansas did not have such banks within its
boundaries and began to issue state treasury warrants almost immediate-
ly. South Carolina, with its great commercial center at Charleston,
never issued a state note until after the fall of the Confederacy. Many
banks in the Confederacy were able to continue with normal operations
during the entire war and were authorized to issue additional bank notes
at the beginning of the conflict. Although they experienced mild in=-
flation, it was not as severe as that encountered by the central
government.,

When the states of the Confederacy issued notes, they were re-
ferred to as either state treasury notes or state treasury warrants.
Although both circulated as currency, there was a difference between
the two. This distinction can best be explained by examining the way
in which funds were drawn from the state treasuries. Whenever the
state paid its debts, it was the practice of the state auditor to first
verify the amount and then issue a warrant directing the treasury to pay
this from funds that he held. If there were insufficient funds in the
treasury, the treasurer would issue a warrant to the bearer, payable at
some future date with interest. Arkansas, Texas, and the Choctaw
Nation continued the practice of issuing treasury warrants. The other
states and the Cherokee Nation issued treasury notes which, for the
most part, were fundable in stocks and bonds as well as specie and Con-

ferate Treasury notes. These also usually paid interest during the



early war years, but this requirement was dropped by all states as the
conflict continued.

The monetary situation at the beginning of the Confederacy was so
confused that some order had to be found. Coins of all descriptions
were being hoarded and what little bullion the Confederacy had was
severely needed to procure supplies from foreign countries. Given the
lack of any great quantity of bullion, a Confederate coinage seemed to
be impractical. In fact, only four coins were ever struck within the
Confederacy. Some bullion came to the authorities from the mints at
New Orleans, Louisianaj; Charlotte, North Carolina; and Dahlonega,
Georgia, but was far less than needed.

The mints themselves were soon closed and their materials diverted
to war needs. The copper was made into percussion caps for the
soldiers' guns and other materials were also given to the states to use.
All mints were eventually converted into assay offices, but only the
Dahlonega mint remained open during most of the war and saw much bul-
lion. The quantity of precious metals that passed through it was never
very great. The largest shipment was reported during the third quarter
of 1862, and most of that came from New Orleans in a probable attempt
to keep it from falling into Union hands.

The only other form of metallic currency that saw circulation con-
sisted of copper based, privately issued tokens. For the most part,
these appeared only in limited circulation in Alabama, South Carolina,
and Virginia. But even these pieces passed quickly from the scene. A
token coinage was discussed in the Confederate Gongress, but the re-
quired legislation was never approved by both chambers.

With the beginning of the conflict, paper was viewed as the only



logical solution to the Confederacy's monetary problem. It could be
produced quickly and inexpensively, and the final day of reckoning
could be delayed until after the war. It was in April, 1861, that
Secretary of the Treasury Christopher G. Memminger committed the Con=-
federate government to a policy of paper currency. This was viewed as
being one way to save bullion from local uses and allow it to be em-
ployed elsewhere.3

Memminger was born in Nayhingen, Wurttemberg, in what is presently
West Germany, on January 9, 1803, and was orphaned in Charleston, South
Carolina, where his mother had moved in 1807 after the death of his
father. After several years in an orphanage, he was raised in the home
of Thomas Bennett who later became governor of South Carolina. Edu-
cated as a lawyer, Memminger served in the South Carolina House of
Representatives where, in 1832, he was chairman of the Ways and Means
Committee. In this capacity, he waged a long campaign to disassociate
the state from banks and force the banks to maintain specie payment.

In doing this he won a considerable reputation as a sound financier.
Memminger died in Charleston, South Carolina, on March 7, 1888.

Because it would take time for the Confederate government to print
the needed bills, Memminger felt that bank notes could be used in the
meantime. These were quickly loaned by the various banks in return for
Confederate stocks, which were interest-bearing paper, without coupons,
usually purchased by banks. The notes were then sent either to the
Confederate Treasury or kept for Memminger in a special account in the
banks. The delay in printing the notes produced a situation acute
enough that Memminger asked the Confederate Provisional Congress, a uni-

cameral legislature that met from the beginning until the permanent



government was inaugurated in February, 1862, to. grant him authority to
.print a government guarantee of payment on any bank note, but this was
never acted upon by the Provisional Congress. After Confederate bills
were finally produced in sufficient quantities, they came to be the
standard of value as well as the usual medium of exchange. The banks
even kept a quantity in their vaults to back their own issuances of cur-
rency and give them circulation beyond the confines of the state.

But Confederate notes were to suffer because they were never ac-
corded legal tender status. This meant that they did not have to be
accepted for private transactions and could not be tendered for every
debt (export duties were specifically exempted on the notes themselves).
There were several attempts to correct this in Congress, but they were
unsuccessful. Memminger was particularly opposed to this effort, tak-
ing the position early in the war that there was no need to force ac-
ceptance of Confederate notes as they were already being voluntarily
used by most people. Later in the war large numbers of people declined
to accept the notes.

To further complicate the delicate monetary situation, the states
began to issue their own notes. Only South Carolina, with its large
number of state bank notes with an established reputation for sta-
bility, as well as money produced by its commercial centers, and
Kentucky, which never had a permanent state government within the
Confederacy, did not issue notes. For the most part, state notes were
accorded only local acceptance and did not circulate beyond the confines
of the state.

State issuances poured forth for two specific reasons. One was to

help finance state military activities and the other was to relieve the



confusion caused by private issuances of scrip in lieu of small change,
known collectively as ''shinplasters." But a further division resulted
from regional reaction to the later monetary situation. Throughout the
war, the Eastern states relied solely on paper money and began exchang-
ing it for commodities at the end of the war for whatever it would bring
on the open market. There was a little selling of cotton and tobacco

to United States authorities, but in no great quantity.

The Trans-Mississippi Confederate states, however, pursued a dif=-
ferent policy. With a foreign outlet for their products through Mexico,
the states of the West began to ship them and use pounds sterling to buy
imported supplies, 1Instead of only distributing money to their desti-
tute citizens, these states began to give them commodities. 1In the end,
they were relying less on paper than the other sta£es.

Some of the smaller issuances of notes came from Florida, the
Cherokee Nation, and the Choctaw Nation. In addition, the treasury war-
rant issuances of Texas and Arkansas were also relatively orderly. Two
of the worst offenders were North Carolina and Georgia., It was also in
these two states that the governors tried to keep more control over
military and political affairs that affected their states.

The Confederacy was also faced with an early monetary situation
where small change was quickly disappearing and governmental expenses
were rapidly rising. The acute shortage of change was one of the major
sources of complaint and a variety of means were used to combat it,

Starting in late 1860, the banks of the South began to stop paying
out specie for their notes. Not all of the banks followed this early
leade The banks of Mobile, Alabama, did not suspend specie payment un-

til August, 1861, and it was not until September, 1861, that New Orleans



banks followed. After this gold and silver remained hidden in private
hands or in bank valuts until it slowly began réappearing shortly before
the end of the conflict. Coins were, however, continually sold at
auction throughout the war and brokers also did a business in gold
coins, but these did not circulate for a long time. Much of the bul-
lion held by the central government eventually found its way abroad.,

In order to alleviate the chronic small change shortage, a number
of substitutes were tried. Copper tokens saw some use, but these did
not remain in circulation for very long and, for the most part, were
confined to large commercial areas. Soon even these were hoarded. 1In
New Orleans, omnibus tickets, selling for five cents, were pressed into
service instead of coins. Eventually postage stamps of the Confederate
States as well as of the United States, together with privately issued
shinplasters, pieces of paper issued by individuals with little backing,
gained widespread circulation. Shinplasters were even sent from one
area to another, but they usually were adjacent to the area of issue.
Eventually the states stepped in and outlawed these private issuances,
printing their own change notes instead. In 1863, the Confederate
States issued its own fifty cent note. Paper then came to replace coins
in such chronically short supply in all of the Confederate states.5

Paper poured forth from many governmental sources. Even this did
not fully serve the early needs of the Confederate economy. Prior to
the war, the lowest denomination bank note was generally five dollars
and the United States had issued no legal tender paper money. Gold,
silver, and copper coins were used for transactions below the sum of
five dollars in the prewar years. With the disappearance of these

coinsy, it was difficult to pay for small transactions or to make change.
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The earliest Confederate Treasury note issuances did nothing to solve
this problem because no note below the sum of five dollars was
authorized until 1862. 1Instead of the small denominations, the central
government concentrated on issuing the same values that had been used by
the bank notes before the war. Many states quickly empowered their
banks to issue notes between the values of one dollar and five dollars,
but even so there were still numerous complaints of a lack of small
bills. At about the same time that the Confederate government moved to
remedy this situation, the states also began to issue notes in these
denominations.

It was soon obvious to all observers that the Confederacy would use
paper as its domestic currency. It was inexpensive and fairly easy to
produce, and it would not have to be redeemed in specie until after the
war when things had returned to normal. If people, however, wished to
redeem paper money before the end of the war, the only thing that most
states and the central government would give in exchange was bonds.
Thus these paper issuances were backed solely by the faith of the
government and were tied to the people's belief that the Confederacy
must eventually triumph, While the Confederate armies were crowned
with success, the value of the bills remained close to that of gold.
With major battle defeats, the loss of morale, and overprinting of the
currency, the notes eventually became virtually worthless.

When inflation took hold in the Confederate States, the notes be-
gan to quickly decline in value, and the central government looked for
ways to stabilize the currency. Far more paper had been printed than
could ever be absorbed by the Confederate economy, and planners felt

that the surplus must be reduced, The only problem was how to do this
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in a way that would not harm the economy.

Taxes were looked upon as one way of accomplishing this end, but
Congress seemed reluctant to follow this route. And so a law was
passed whereby old Confederate notes would be retired and new notes
circulatede This law, passed in 1864, provided that the old issues
would be converted into bonds at full face value until April 1, 1864,
for those states east of the Mississippi River, or until July 1, 1864,
for those states and the Indian nations west of the river. After these
dates the old notes could only be exchanged for the new issue at a rate
of three dollars of the old bills for two dollars of the mew. This
measure gave some aid and the prices of many items in some areas brief-
ly declined, but it gave no permanent relief, The new law passed Con-
gress in early 1864, but no major battlefield victories occurred to re=-
inforce it after its passage. The public also seemed to be confused
about the workings of the law and were hesitant to give up the old
notes; instead they continued to use them and the parties involved
worked out a rate of exchange for each transaction,

The new issue of notes served one purpose undesirable to the Con-
federacy, for it caused a segment of the population to become alienated
from the government. The Indian nations, loyal to the Confederacy, for
example, feared that they were being required to pay in part for the
cost of the war, although the treaties they concluded with the Con-
federate States government stated that they were to assume none of the
costs. Some people saw this as a default by the Confederate States on
a part of its debt and wondered if it would honor the rest of its debt.
Values continued to decline and prices in Confederate notes soared es-

pecially after the Confederacy allowed old and new paper money issues
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to circulate together instead of forcing the retirement of the old is-
sues as planned.

The depreciation of paper money throughout the Confederacy caused
hardship for many. Gold, jewelry, and silverware were sold off in an
attempt to live through the times. Gold coins were continually pur-
chased throughout the war by the public and the governments. In Rich-
mond, these were of use in the black market, but some people may have
purchased them as a hedge against inflation. Even the Confederate
government stepped into the gold market towards the end of the war in a
vain attempt to bolster the value of its notes.

In order to fight off inflation, some security needed to be found
by the people of the Confederacy. 1In the East, the only alternatives
were trading with the United States or running the blockade. The
former was unthinkable to a number of patriots and the latter was an ex-
pensive proposition. The government of North Garolina was the only
Eastern state to organize a state blockade-running trade., But the Trans-
Mississippi River area offered another alternative for state government
and private citizen as well, for its residents had easy access to
foreign trade by way of Texas and Mexico. This route was continually
employed by the state governments, private individuals, and Confederate
authorities. 1Its use became so widespread that the officials of the
central government limited the number of bales that the Ghoctaw Nation
could export. Among the last legislation of the Confederate Congress
was an act authorizing the various Indian nations to be paid their an-
nuities in cotton at specie value instead of Gonfederate bills. 1In this
way the Trans-Mississippi River area was moving toward commodities and

specie and away from paper money as its medium of exchange.
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Confederate monetary policy thus suffered from several major short-
comings. In the first place, the currency was not tied to anything of
intrinsic value and was fundable only in bonds of the Confederate
States. Although bullion was in short supply during the war, there
were other items with which the currency could have been backed. Most
often mentioned was the cotton crop. It was used with good results in
the Trans-Mississippi River area towards the end of the war, and could
have been used by the Confederate government long before its demise was
imminent. But in order to do this, the government would have needed to
export it. Mexico was one good area for foreign trade, but the capture
of the Mississippi River in 1863 cut the East from this source.
Blockade-running was the only other answer and this became increasingly
difficult as time passed. Perhaps it would have been different earlier
in the war, but then the Confederacy was. committed to a policy of with-
holding cotton from Europe in hopes of forcing its intervention.

Another major flaw in the Confederacy's monetary policy was the
lack of legal tender status for its notes. Not only did the United
States have more commercial activities which absorbed greater amounts
of its paper issuances, but it gave its notes legal tender status which
forced their acceptance by the public for all debts. The Confederacy,
however, did not., It depended on the patriotic zeal of its people and
the necessity of the war to force acceptance rather than legislative
action. This worked well during the early years of the war when
morale was high, but not towards the end of the fighting.

Shinplasters in the Confederacy also created a chaotic condition,
but the central govermment took no basic action to regulate these. Sug-

gestions were made as to a copper token coinage to relieve this plague,
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but no legislation ever passed both chambers of the Congress. It was
left to the states to take some action in this area, but their issuances
to replace the shinplasters were not regulated by a central policy., It
appears that the central government and the various state governments
were more interested in meeting their immediate expenses than with con-
cern for the future. Their planning was uncoordinated and applied to
the immediate emergency only., The Confederate notes may have become the
standard throughout the states, but they never supplanted state is-
suances. In this way, the central government failed to meet the circu-
lating medium needs of the country.

With the exception of bank notes, the paper money that circulated
was not backed by anything more than faith in the Confederacy's future.
Final redemption was postponed until the years ahead and little thought
was given as to how this obligation would be met. Whoever was in
authority in the future could take care of this problem., Thus bank
notes declined very little in value as compared to other bills. Per-
haps this was because bank notes were the most regulated of all the
paper moneye. 3

The Confederacy made use of money unsecured with anything of in-
trinsic value. Unbacked paper currency can be used successfully for a
time, but will not last indefinitely, Sooner or later, some event will
happen that undermines the public's trust of its government, and when
that occurs the monetary situation will show a decline in value which
will further the people's mistrust., Confederate currency was sound as
long as the people's belief in its govermnment was wholly intact. When
faith was shaken, the value of the money of the Gonfederacy could not

be sustained. Had the war been short, the Confederacy's monetary policy
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might have worked. It was not, and the increased demands upon the Con-
federate government resulted in more paper money being printed to meet
its obligations., Faith alone cannot provide for a satisfactory medium
of exchange to offset rampaging inflation. The Confederacy's effort to
establish a satisfactory monetary system is a story of mistaken judg-

ment, poor management, declining morale, confusion, and complete

failure,
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CHAPTER II
COINAGE

As the Confederate States began the arduous task of organizing a
government, the question of money was one of the most vital issues. It
was only logical that the monetary policy of the United States would be
continued, but national pride in the new nation dictated that a differ-
ent system be devised. The only questions were what form it would take
and what the circulating medium would be. The answers to these ques-
tions were first sought in coinage.

Branch mints of the United States were located in New Orleans,
Louisiana; Dahlonega, Georgia; and Charlotte, North Carolina. Almost as
soon as the Confederate government was organized, the states of the na-
tion seized and transferred the mints and other former Federal property
to the new authorities. On March 7, 1861, Louisiana instructed its
state depositor, Anthony J. Guirot, to transfer the bullion fund of the
New Orleans mint and all customs receipts to the Confederate government.
In reporting this action to the unicameral Provisional Congress of the
Confederate States, member Duncan F. Kenner of Louisiana called upon all
the other states to do likewise, especially if war came. On March 25,
1861, Louisiana authorized the transfer of all former United States
government property within the state to the control of the central
authorities. This was accomplished the next day.1

But even prior to this time, William A. Elmore, the superintendent
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of the mint at New Orleans, had opened negotiations with Secretary of
the Treasury Memminger in expectation of the actual transfer. On March
6, 1861, Elmore had asked Memminger if he should begin preparing for
Confederate coinage before the action was accomplished. The same day
the Provisional Congress passed a resolution to keep the mints open and
to prepare dies for a new coin. Elmore told Memminger on March 25,
1861, that dies could be ordered from private concerns at an average
cost of one hundred dollars and required preparation time of three
weeks. Elmore cautioned, however, that there was no insurance against
counterfeits if this method was em.ployed.2

On April 1, 1861, Memminger asked Elmore for designs for a half
dollar coin. He emphasized that he wanted a totally new design that
would break with the past. Elmore soon found a qualified die-sinker
to prepare the coinage dies, but he doubted if the man '"would be will-
ing to work in time."3 It was not until April 22, 1861, that Elmore
was able to provide designs for the new coin. On April 29, he submitted
another design to Memminger; this one had been drawn up by the New Or-
leans architectural firm of Gallier and Esterbrook. The obverse of this
design was similar to those used on the coins of the United States, but
the reverse was a chain of fifteen links with the names of the states
then a part of the Gonfederacy inscribed within some of the links. The
remaining links could be filled in with the names of states that joined
later.4

Finally, Memminger decided upon a design and A. N. M. Peterson en-
graved the dies for a fifty cent coin. Only the reverse was different
from the one=-half dollar coin of the United States. Conrad Smidt, the

foreman of the coining room at the New Orleans mint, prepared the dies
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for the coining press and a total of four specimens were struck. Why
the pieces were even made is uncertain, because on April 13, 1861, well
before designs were even submitted, Memminger informed Elmore that war
had begun and expressed the view that not '"much coinage will be re-
quired while it is certain that the Government will need the Bullion."
He ordered Elmore to reduce his expenses.

It is possible that Elmore commissioned the pieces on his own au-
thority, but there are also hints that this might not be the case, 1In
accordance with Memminger's order of April 13, Elmore planned to suspend
operations at the mind on April 30, 1861. But on April 19, he pointed
out that "there are parties who wish some coining done" and that the
facility could profitably remain open through May. Because of this,
the mint was able to strike the four coins, but whether it was on Mem-
minger's orders or not is uncertain. B. F. Taylor, the coiner of the
Confederate States, later stated that among the several designs sub-
mitted to Memminger, "the one approved" was the one for which specimens
were prepared. Approval would imply that Memminger authorized the pat=-
terns, but this also is not certain.

In addition to the fifty cent piece, a one cent coin is reported
to have been commissioned. Dies for this were prepared by Robert
Lo?ett, Jr., of Philadelphia, Pennsylvania, upon orders of a local
jewelry firm, Baily and Company, of which he was an employee. Twelve
specimens were struck but never delivered. Lovett later claimed the
reason for this was that he feared arrest by authorities of the govern-
ment of the United States and he hid them until after the war. Only
Lovett's word can be used to substantiate this story, and the first of
the coins did not surface until 1874, nine years after the close of the

wWare
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Even though early attempts at a coinage system proved fruitless,
interest in coins did not end. On March 16, 1861, the Provisional Con-
gress had passed an act regulating the value of foreign coins, includ-
ing those of the United States, that could pass as current money within
the Confederacy. This act was amended on August 24, 1861, to raise the
value of English gold sovereigns and French gold Napoleons by three
cents, and Mexican and Spanish gold doubloons by seven cents. An at-
tempt to raise the value of various silver coins in the same act was de=-
feated. These values were to remain at this level throughout the war
for official purposes. The United States silver dollar was fixed at
$1.02.8

In addition to this, there were attempts to establish the weight
and fineness of the non-existent Confederate coins., Even Memminger had
an opinion on this and on August 7, 1861, stated that '"we should start
with a new unit which would assimilate our coins to those of France and
relieve some of the confusion which prevails on this subject."9 On
March 26, 1862, Representative William P. Miles of South Carolina, in-
troduced a resolution into the House of Representatives to investigate
a coinage system, but the resolution never passed. Finally, on April
17, 1862, Senator George Davis of North Carolina introduced a bill into
the Senate to provide coins for the Gonfederacy. This bill passed the
Senate the same day it was introduced and was sent to the House of
Representatives where it died in the Ways and Means Committee., The main
objective to this bill was that it tied coinage standards to those of
the United States. As early as April 10, 1862, one correspondent in

North Carolina had written the Daily Richmond Enquirer and called for

Confederate coins to conform to European and not United States weights
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and values. On April 18, 1862, the editor of the Daily Richmond Exami-

ner complained about the Davis bill because he feared that coins of the
same fineness and denominations as those of the North would mean that
commercial intercourse with that nation would be reintroduced after the
war. Senator Davis resubmitted his bill to the Senate, minus the sec-
tion making the value of the coins equal to those of the United States,
on August 26, 1862, but it met with the same fate as before in the House
of Representatives where it was referred to the Ways and Means Com-
mittee.10

The year 1862 also saw the only active attempt by the Confederate
Congress to alleviate the nuisance of shinplasters, pieces of paper is=-
sued by traders, merchants, railroads, and private parties in lieu of
increasingly scarce small change. Senator Thomas J. Semmes of Louisiana
introduced a bill on September 2, 1862, authorizing the Secretary of the
Treasury to strike copper tokens in the denominations of one, five, ten,
and twenty-five cents to the total of $5,000,000., The bill passed the
Senate on September 25, 1862, and was sent to the House of Representa-
tives. There it was referred to the Ways and Means Committee, like the
coinage bills before it. On October 13, 1862, Representative Duncan F.
Kenner of Louisiana, a member of the same committee, reported it back
with the recommendation that it lie upon the table. His suggestion was
quickly approved. No further attempt ever came before the Congress to
establish a system of token coinage.

Even though tokens were notnreconsidered, the question of a standard
for Confederate coins did not die, On January 22, 1863, Judah P,
Benjamin, the Secretary of State, contacted Senator Clement C. Clay of

Alabama, chairman of the Senate Committee on Commerce, proposing the
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issuance of a five dollar gold coin, which he called a cavalier, of the
exact value of the English gold sovereign. Benjamin argued that this
would facilitate direct commerce with Europe and not with the United
States. He also proposed ten and twenty dollar gold pieces called double
and quadruple cavaliers respectively. Here once again was the urging of
a system tied to European standards. Interest for this was probably
strong enough to have forced it after the war had the Confederacy sur-
vived. But Benjamin appears to have been the last Confederate official
to discuss the subject, even though earlier a number of Confederate
citizens were quite anxious to have their silver coined as a patriotic
gesture.

As it became apparent that coinage would play but a minor role in
the Confederate States, the question of what to do with the mints had to
be settled. At first there were only two mints to be considered, those
at New Orleans, Louisiana, and Dahlonega, Georgia, but the admission of
North Carolina to the Confederacy brought another at Charlotte. The
story of what happened to each of the three is about the same.

On March 6, 1861, the Confederate Provisional Congress had passed
a resolution to keep the mints open and working. The mint at New Or-
leans had been the only one to produce silver coins on any large scale
before the transfer, but all of its dies had been destroyed by officials
of the United States before they fled. New dies had to be prepared and
this was the réason for Elmore searching out a new die sinker in March,
1861. Both Louisiana and Georgia turned over their mints to the central
government prior to the waf, but North Carolina, which did not secede
until May 20, 1861, did not transfer the mint at Charlotte until June 27

of that year. By that time the decision had been made to close all of
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the mints, for Congress had passed an act on May 14, 1861, requiring the
mints to close as of June 1, 1861.13

The New Orleans mint had been the most active mint in the South be-
fore the war. On March 30, 1861, its total count of coins on hand
amounted to $431,954,86. With the outbreak of war, Elmore set April 30,
1861, as the closing date, but an additional deposit of bullion en-
abled him to remain open during the month of May. On April 17, 1861,
he begged Memminger to enable him to keep his staff together if there
was any possibility of the Confederacy resuming minting at a later date.
But on August 7, 1861, Memminger went on record as considering coins "a
waste of means and money" because he thought most of the coins would be
exported and remelted outside of the nation. There was little possi-
bility of minting operations being resumed in the near future, and even
if there were, Memminger would want only the amount of coins that could
be used by the country's internal commerce.

While the New Orleans mint began to wind down its operation, its
supplies were being used for other purposes. In late April, 1861,
Governor Thomas O. Moore of Louisiana had inquired of Memminger if he
could use the mint's copper for percussion caps for his soldiers' guns,
and on May 3, Memminger telegraphed both Moore and Elmore granting per=-
mission for this. On May 16, 1861, Memminger instructed Elmore to close
his deoors on June 1, 1861, in accordance with the provisions of the May
14 act of the Provisional Gongress. He also asked Elmore to dispose of
all perishable items, retain his dwelling in order to look after the
property, and dismiss all other workers, The mint was closed on the day
appointed and all the gold and silver coins and bullion were transferred

. 1
to Assistant Confederate Treasurer Anthony J. Guirot in New Orleans.
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The mint at Charlotte, North Carolina, was unique in that John H.
Gibbon, the assayer of the mint, proposed to Governor John W. Ellis that
the gold at the mint be used to make 1,000 five dollar gold pieces, im-
pressed with a design unique to the state; in other words, a state coin
or token, He also suggested that bronze and copper proof specimens be
made for libraries and colleges. Apparently, the governor never took
the suggestion seriously, for there is no evidence that the matter was
considered further.16

The central government was slow to assume control over the mint at
Charlotte. Although the ordinance of the North Carolina Secession Con-
vention transferring the property was approved by the convention on
June 27, 1861, there was still no formal transfer of control as late as
September 30, 1861l. Green W. Caldwell, the superintendent of the mint,
reported to Memminger but glso continued to correspond with the governor
as well. In the meantime, the employees were paid with the coins on
deposit. This was done in accordance with instructions received from
Governor Ex-Officio Henry T. Clark (Ellis had died shortly before this;
Clark eventually became permanent governor), but Caldwell had asked
Memminger for authority to do so on September 14, 1861. On July 31,
1861, coins and bullion on hand reached the total of $28,195.04, By
the time that the actual transfer of the property was made on October
18, 1861, this amount decreased to the sum of $26,229,61l, The differ-
ence likely represents the salaries of all employees who were paid from
the fund,.

To make matters more complicated than they were, on August 24,
1861, the Provisional Congress had voted to keep the mints at Char-

lotte and Dahlonega open as assay offices, and on January 27, 1862, New
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Orleans was added to the list. But little assaying seems to have ever
been done at Charlotte, and the mint's facilities appear to have been
used for other functions. On October 18, 1861, the coins and bullion
were turned over to Benjamin C. Pressley, the assistant treasurer of
the Confederate States at Charleston, South GCarolina, and by October 26,
1861, copper pipe was being sent to the mint for rolling into copper
wire. 1In early 1862 percussion caps were also being made at the mint
for the use of the Confederate States Army, and on May 27, 1862, as-
sayer John H. Gibbon was instructed to turn over the buildings to the
Navy Department and store his equipment. Thus ended the operations of
the Charlotte Assay Office.18

However, there was one other problem that needed to be settled,
the question as to whom had the right to the mint's bullion fund.
Governor Clark maintained North Carolina should have kept it because
the funds were not mentioned in the act transferring the property to
the central authorities, and he so informed Memminger on December 20,
1861, asking for its return to the state. Memminger replied on Decem-
ber 23, that it would take an act of Congress to release the funds and
that the bullion had already been exchanged for coin at Charleston
banks. It was then that GClark decided to recognize the accomplished
fact and assented to the transfer, but he made it clear to Memminger
on January 18, 1862, that the state had not relinquished all claim to
the funds. He asked that North Carolina be credited with the amount of
the funds, but he also seems to have had hopes of recovering the coins
and bullion after the war.19

At Dahlonega, Georgia, affairs seem to have continued in a fairly

normal manner at first. Superintendent George Kellogg reported for the
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first quarter of 1861 that the total amount of precious metals on hand,
coined and in bars, came to the sum of $27,526.46. On May 16, 1861,
Memminger contacted Kellogg as well as Elmore in New Orleans, instruct-
ing them to close their mints, discharge all employees as of June 1,
and ship all coins and bullion on hand to the assistant Confederate
treasurers at Charleston or New Orleans. Memminger also asked Kellogg
if he could find someone to take care of the property in exchange for
the free rent of the superintendent's residence., Kellogg answered on
May 21, that he would comply with Memminger's wishes as well as he
could, but he did not feel that he would be able to get the bullion and
coins ready for shipment that quickly.

But this was not to be the last precious metal to pass through
Dahlonega during the war. It was there that the only Confederate Assay
Office to remain active for any significant period of time was estab-
lished.s On June 10, 1861, Kellogg informed Memminger, in answer to his
communication of June 4, that an assay office could be run profitably
at Dahlonega, but not if the gold was shipped elsewhere to be coined.
He also noted that the man who was then the mint's assayer, Lewis W.
Quillian, would be willing to assume this duty. The mention of coining
was obviously an attempt to get Memminger to keep the entire facility
open, something he did not wish to do, because at the end of his com-
munication, Kellogg even asked for this, stating that the people of the
area desperately needed it for the gold that was being mined.21

When Memminger contacted Congressman Robert W. Barnwell, chairman
of the Committee on Finances of the Provisional Congress, about the
legislation proposed to establish assay offices, he stated that an as=-

say office could be made to pay only if the gold was cast into bars and
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the whole expense of the office was borne by the assayer. These sug-
gestions became the guidelines by which the assay establishments were
put into operation by ﬁhe legislators. On September 25, 1861, Memminger
asked President Jefferson Davis to appoint Quillian as assayer at Dah-
lonega, and on October 1, 1861, Memminger told Quillian that his po-
sition had been confirmedo22

Quillian began his work quickly and dutifully made his quarterly
reports to Richmond, Virginia., In the first quarter of 1862, he assayed
$8,235.09 worth of bullion and the reports continued to come through the
first quarter of 1864, when he handled a total of $1,040.76. The larg-
est amount to pass through his hands came in the third quarter of 1862
when $41,945,76 worth of bullion was processed. The reason for this
large amount during this quarter can only be explained by one event,
the fall of New Orleans and its mint to the United States.23

The idea of sending the precious metals to Dahlonega seems to have
been first broached by Assistant Confederate Treasurer Guirot who was
by then at Jackson, Mississippi. It was on May 28, 1862, that Memminger
telegraphed Guirot to "send the bullion as you propose to dahlonega
[sic]... with orders to assay and cast into bars and hold subject to my
order.”24 All in all, a total of $29,571.61 was sent by Guirot to
Quillian, and he dutifully assayed it and dispatched the final product,
as bars, to Augusta, Georgia, in late September, 1862. By late Novem=-
ber of that year, the gold was still there, but it probably found its
way overseas, since the seaport of Savannah was just down river from
Augusta and the river was navigable from Augusta.

Although the bullion from New Orleans may have been dispatched to

Europe, this was not the case for the coins from New Orleans,
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especially those of the banks. On July 2, 1862, Guirot informed Con-
federate States Treasurer Edward C. Elmore that he was transferring
$20,000 in coin to an undisclosed destination., It is not clear if these
coins came from the New Orleans mint, the banks of New Orleans, or from
some other sources, but it shows that there was some activity. If they
were from the banks, they must have been transferred for safe keeping
because the Treasury Department's estimate of appropriations for the
first half of 1864 included $559 "To defray Expenses incurred in the
transportation and safe keeping of Coin belonging to the New Orleans
Banks." Nothing is said about the coins from the New Orleans mint, and
they could have been dispatched anywhere, or even used within the Con-
federacy prior to the fall of New Orleané.2

The amount of gold assayed by Quillian from sources other than the
Confederate government was minimal. One of these sources of precious
metals appears to have been as a by-product from the mining of other
ore, In addition, some of the gold mines continued a minor role as a
result of small operations. For the most part, it was the central
government that sent most of the gold and silver to be refined. Even
so, on August 23, 1862, Representative Hardy Strikland of Georgia had
presented a resolution to the House of Representatives to instruct the
Ways and Means Committee to inquire into the expediency of beginning
coining and placing the Dahlonega mint into operation once more. The
resolution, however, never came up for a vote.

Thus Confederate coinage never developed momentum. There was early
interest in a coinage system for the Confederacy, but Memminger was op=
posed to it on a large scale, He preferred to keep precious metals in

bars. This was probably wise because coins would not have circulated
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to any degree due to uncertainty in people's minds as to Confederate
success. In any emergency, there is usually hoarding of precious metals
and this has been true in most every country at war. The government
needs precious metals, but people want to hold on to as much as they
can, in case defeat overtakes the government. What would have been

done after the war is a matter of speculation, but it is reasonable that
if Memminger had still been in office he would have continued with the
groundwork he had built.

The interest in coinage exhibited by Confederate lawmakers indi-
cates that some form of coinage was desired by the people. It had been
widely used in the United States and the people trusted it. Some
favored using United States standards for new coins, but most seemed to
prefer European weights and values, such as those of England or France.
It seems likely that these would have been adopted by the new nation
after independence.

Memminger seems to have been the hand behind the scenes concerning
coinage. Apparently, it was only through pressure by Elmore and the
Provisional Congress that he even gave the slightest consideration to
coins. Even the four coins that had been struck as patterns might not
have been done on his orders. He was quick to end the idea of coinage
when war broke out, and some of his statements were openly hostile to
coins in general. It is as though Memminger felt that specie had no
place in gammerce. Even after the war he might have been more support-
ive of a token coinage, which would have definitely prevented coin ex-
porty, than a precious metals system. Memminger's opinions about the
proposed assay offices make it appear that he only approved of these

grudgingly. Perhaps he felt that requiring the assayer to bear all
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costs would make it impossible to find any man to take this position.

If this was the case, Quillian must have disappointed him. Memminger
wanted to use billion and coins abroad, and make very limited use of
coins at home. In some way, he must have gained the support of the Ways
and Means Committee of the House of Representatives, because they were
the ones who killed every coinage bill, including the one for tokens.
Eventually the realities of the war halted the calls for a coinage sys=-
tem, By 1864, within a year of the close of the war, people seemed to
have forgotten about coinage.

Coins were kept by the banks and to a lesser extent by the govern=-
ments., After closing the mints, only Dahlonega, Georgia, played any
significant role as an assay office; it sent the refined precious metals
to other locations, likely including points abroad. Thus coins never
materialized. A circulating medium, however, was needed by the people
of the Gonfederate States as well as the central government to be used
internally while the precious metals were exported and used for foreign

purchases. This was found in paper money, and with it a Pandora's Box.
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CHAPTER III
TREASURY NOTES

On March 9, 1861, the Provisional Gongress of the Confederate
States of America authorized the first issuance of Treasury notes.
There was to be a total of $1,000,000 printed in denominations of $50,
$100, $500, and $l,000,fwith interest of one cent per day for each
$100, and the entire ambunt was to be retired at the end of one year.
But because of high face values, these bills were not intended to serve
as the general circulating medium. This was left, at first, to bank
notes and coinage. Unfortunately, the war changed this, and acts for a
virtual flood of non-interest bearing paper were quickly passed into
law and Treasury notes became the medium of exchange.

Once paper money began to come from the printing presses, it was
not long before it was accepted by the people., As early as October 15,
1861, Memminger declared that "treasury notes have become the currency
of the co‘untry."2 But there were difficulties to be surmounted before
- the bills were released, The first issue of March, 1861, ordered from
New York before the outbreak of hostilities, still had not been re-
leased by April 1, 186l. As war drew nearer, Memminger contacted the
Bank of the Republic in New York City on April 11, asking that all im-
pressions and plates for‘£he Treasury notes be forwarded. Apparently
the $1,000 notes were little in demand, because Memminger mentioned

that he had intended toforder more $50's and $100's in place of these
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and suppress the $1,000's., The printing of these notes, according to
Memminger, was to be resumed at New Orleans after delivery of the
plates.3

With the rapid disappearance of specie, Memminger decided that the
best way to alleviate the shortage was to issue Treasury notes for
general circulation. An act was quickly passed on May 16, 1861, author-
izing $20,000,000 in small denominations, with five dollars being the
smallest as had been the case with bank bills, But it would require
time for these bills to be printed. 1In order to meet the existing
emergency, it was decided to use the notes of the banks to fill the in-
terval. 1In May, 1861, Memminger contacted the directors of several
banks asking for a loan of their bills, not to exceed $300,000 from each
bank. This loan was to be secured by a deposit of the interest bearing
$1,000 and $500 Treasury notes then available, followed by the eventual
return of the bank paper or the small denomination Confederate Treasury
notes when they were ready. The Confederate issue was to be distributed
to the public in Pensacola, Florida; Charleston, South Carolina; and
Richmond, Virginia., Memminger contacted only the banks whose bills were
circulating in these places at the time.

The banks qﬁickly responded to Memminger's call, and a circulation
was soon established. Bank notes eventually received for the first Con-
federate loan of April, 1861, were even sent back to the banks, and
made subject to Memminger's orders. One bank even asked for the return
of its notes held in trust by another, and the opening of an account
with them. Except at Mobile, Alabama, and New Orleans, Louisiana, Con-
federate paper currency was eventually received and paid out at par with

gold by most banks before the end of July, 186l. The amounts loaned to
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the government by the banks were reported to be large and liberal, and
as late as August 28, 1861, one bank was still offering notes to the
central authorities, in one and two dollar denominations, to a total of
$60,000.5

Apparently the Confederate issue could not be produced fast enough
at first., Not only were bank bills being used continuously during 1861,
but on August 23, 1861, Memminger, who was a member of the Provisional
Congress as well as the Secretary of the Treasury, introduced a bill
into Congress to allow the Secretary of the Treasury to endorse bank
bills to make them an obligation of the central government. Confeder-
ate authorities would then be obliged to pay such notes and not the is=-
suing bank, and they would be retired with Confederate currency. In
essence, this would produce a national currency in a short amount of
time. The bill was placed on the calendar but never acted upon and died
when Congress later adjourned. It would seem from this that the situa-
tion corrected itself. A shortage of paper may have been one cause of
the delay in distributing paper money.

Memminger looked upon Confederate Treasury notes as a way for the
government to meet its obligations at a minimum of expense. When a
proposal was made to have the government loan cotton planters money on
the entire crop, he refused, stating that his department would then have
no money to use and would only receive its own notes back from planters
when the crop came to be sold. He proposed that planters go to the
banks instead, and invest their excess crop in Confederate produce loan
bonds. But Memminger felt that if his monetary plan was to work, the
national bills must be received as currency by all banks in the Con=-

federacy. He told the planters that such was the case at the time, but
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in truth, it was not.

Although most banks quickly suspended specie payment and received
Treasury notes at par with coin, those at Mobile and New Orleans did not
fall into line so easily. Because of this, some merchants refused to
accept notes except from these banks, and they discounted the rest.
Some banks in Mobile were even discounting Confederate paper because it
was not readily convertible into specie. Memminger then brought pres-
sure to bear on these banks. By August, 1861, some of the Mobile banks
assented to his desires and served notice to their depositors that Con-
federate currency would be received for all debts made after September
10, 1861, but it was up to any creditor who had debts made before this
time as to what currency he would accept in payment.

As early as June 15, 1861, Memminger had contacted J. D. Denegre
of the Citizens Bank in New Orleans asking him to accept Confederate
notes as currency, but this did not help the situation. Therefore, on
September 11, 1861, Memminger communicated with the directors and presi-
dents of the banks in New Orleans as well as Louisiana's governor,
Thomas 0. Moore. Memminger told the banks that the value of the Treas-
ury notes depended upon their acceptance as a circulating medium
throughout the nation. GCalling upon the bank officers' patriotism,
Memminger urged them to suspend specie payment immediately and receive
the notes of the central government as money. He stated that he was
asking for this with the concurrence of President Davis and the entire
cabinet.

Memminger asked Governor Moore for his cooperation in gaining the
desired results. He urged Moore to immediately convene the necessary

people and give them whatever assurances were needed. Under the laws
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of Louisiana, the banks could not suspend specie payments but Moore
acted on his own initiative. On September 16, 1861,.he issued a procla-
mation, which might have been one of the conditions that the banks re-
quired to act, asking the banks to cease specie redemption and to ac-
cept Confederate paper money. The banks then moved quickly, and specie
disappeared rapidly because it was hoarded by people. One newspaper re-
ported that there was a considerable number of large and small specula-
tors engaging in this, but it is safe to assume that many other people
participated also. Another newspaper feared that shinplasters would
soon appear in daily commercial life and it urged the municipal author-
ities to issue change notes. By November 2, 1862, often change was im-
possible to obtain and even five-cent omnibus tickets were being used in
lieu of specie by some.10

The problems, however, were not only with banks, fof some indi=
viduals even refused GConfederate Treasury notes. While Mobile banks
were still paying silver, Memminger contacted Major J. D. Leadbetter,
the paymaster at Fort Morgan in Mobile, Alabama, instructing him that if
public creditors refused to accept either Treasury notes or the bank
bills he had on hand, they could wait until after the war for payment.
Previously Secretary of the Navy Stephen R. Mallory had pointed out to
Memminger that merchants in Florida were refusing GConfederate paper.
Memminger retorted that if sutlers and store keepers at Pensacola,
Florida, were refusing to accept the bills, then new suppliers should
be found. Obviously, Memminger was using the power of necessity to
force acceptance of the notes.11

But no matter how much Memminger used pressure, he did not resort

to the final effort, the Congressional enactment of legislation
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conferring legal tender status on Treasury notes., The main support for
the act that would force acceptance of the bills for the settlement of
all public and private debts came in 1862. But on July 26, 1861, a
resolution had been introduced into the Provisional Congress by member
Augustus H. Garland of Arkansas calling for an investigation of the
possibilities of making Confederate paper money legal tender, but no ac-
tion was taken at the time, On March 4, 1862, Senator Robert W. John-
son of Arkansas introduced a bill into the Senate to make Treasury
notes legal tender, but this attempt never came up for a vote on the
floor. A similar idea was being considered by the House of Representa-
tives and Memminger contacted Representative Lucius J. Gartrell, chair-
man of the House Judiciary Committee, outlining his view on the subject.
In essence, Memminger stated that Treasury notes by this time were
being accepted by everybody, and even the courts made awards in no other
medium, so there was no need for a statute to force people to take them.
He also felt that all creditors would be against the legislation be-
cause it would mean that their debts would be settled with a cheaper
money than was originally 1oaned.1

Even with Memminger's opposition, attempts were still made to ob-
tain legal tender status for the bills, so the debate continued. Ap-
parently it was felt that legal tender status would halt depreciation
of the paper. An effort was made to pass a bill in the House of
Representatives in 1862, so legislation was introduced on August 18,
referred to the House Judiciary Committee, which reported it back on
September 20 with the recommendation that it should not pass. Con-
sideration of the bill was postponed and it never came up for debate.

On September 24, Senator Landon C. Haynes of Tennessee presented a
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memorial from his citizens asking for legal tender status. The next
day, the Senate Gommittee on Finance asked for and was dismissed from
further consideration of the petitionu13

While Congress flirted with the issue of legal tender, the coun-
try's citizens actively debated it. John B. Jones recorded in his
diary on October 14, 1862, that because Congress failed to pass the
bill he felt '"there will be a still greater depreciation."14 Even
General Robert E. Lee indicated he was in favor of legal tender, but
Davis echoed Memminger when he stated that the courts could not enforce
payment in anything else, so the notes were already substantially legal
tender., Others also opposed the measure. One anonymous writer, using
the pseudonym ""Cato," decried the efforts. He argued that those who
depended on a fixed income or any income at all, such as widows, people
who invested most of their capital in bonds, salaried people, and
others were entitled to receive the best money possible. He also made
it clear that while inexpensive legal tender money might appeal to a
debtor, "a debtor to-day may be a creditor to-morrow.' Apparently,
Congress agreed with this opinion.

In 1863, several state legislatures took up the debate on legal
tender. On January 11, 1863, the Virginia legislature passed a resolu-
tion to investigate the legal tender status of Confederate notes and to
prescribe the punishment for those who did not accept them., Even Texas
proved not to be far away from the action, and in November, 1863, a
resolution was introduced into its legislature urging Congress to make
the notes legal tender for debts. The editor of the Austin, Texas,

newspaper The Tri-Weekly State Gazette however, felt that if a similar

law passed in Texas, the public would not sustain it. Even one
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correspondent in Alabama argued that legal tender would not help solve
the problem of depfeciation of the currency because it would not reduce
the amount of paper in circulation, nor lower prices, and he urged a
tax instead-.16

Before the legal tender debate, a plan was developed to subordi-
nate Confederate Treasury notes as a circulating medium. This was like-
ly done in early 186l. Not only is a cut=-off date of January 1, 1863,
mentioned in the document, but it also speaks of Treasury notes as being
about to be issued and recommends reliance on bank bills as the main
currency. By 1862, Confederate paper money was called '"the only medium
of exchange," and had assumed this role by late 1861.17

The journals of the Confederate Provisional Congress show only two
possibilities for the introduction of the plan to subordinate Confeder-
ate Treasury notes as a circulating medium. On July 23, 1861, member
John Perkins, Jr., of Louisiana, presented a memorial to the unicameral
Provisional Congress ''containing suggestions as to the financial re-
sources of the Confederate States'" and, at a later date, a communication
from Mississippi was presented to Congress and was reported to contain
statements about finances.18 Because the plan involved bank notes, it
would have been more likely to come from Louisiana than from Missis=-
sippi. Also, at the time cotton planters were interested in getting a
loan on their crop from the government and the Mississippi communica-
tion may have involved this, for planters dominated the state. Later,
they even obtained the desired loan from Mississippi authorities.

Apparently this was the plan suggested by Congressman Perkins to

provide '""a Currency of known and certain value.'"' The banks would pay

into the Treasury, for some consideration, an amount of notes and leave
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collateral by using coupon and non-coupon bonds of the Confederacy. The
non-coupon bonds were referred to as stocks by the governments at the
time. The Treasury would then affix a statement to the bill that it .was
backed by the deposit of the stocks and bonds and use them for Con-
federate governmental debts., This paper would then be receivable back
for debts due the central government. The arrangement would continue
until January 1, 1863, or longer, if required. Face values of the bank
notes were to be five, ten, and twenty dollars, ''leaving the larger de-
nominations of the general circulating medium to be furnished by the
Treasury notes about to be issued."19 This part was struck out, but it
further indicated a July, 1861, date or earlier. The first issue of
Treasury notes which appeared in April, 1861, was of the values recom=-
mended, but was not intended for general circulation. Perhaps this
requirement was deleted from the original plan because it was deter=-
mined that both the higher and lower denominations were already con-
tracted by the Confederate government., The plan might have worked for
a time, but it was never enacted by GCongress.

However viewed, the Gonfederacy was committed to a policy of paper
money. But even so, the government continued the use of specie, and
the methods of procurement and the use to which it was put were tied to
paper money., Even Memminger, who was totally loyal to the power of the
printing press, was not about to turn his back on coins,

On April 17, 1861, the first Confederate loan was offered to the
general public. But prior to this date, Memminger had written to the
banks that had already suspended specie payment, stating that the value
of their notes had declined against specie as well as the bills of

those banks that still redeemed their paper. Memminger felt that this
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would create a hardship for those who used the depreciated bank notes
and asked the banks to redeem any of their bills for specie which could
be received by the government in subscriptions to the loan. If Mem-
minger's interest was to avoid problems for the public, why did he de-
clare only two months later that drafts drawn by the government were to
be paid in current bank notes and the banks ''need pay no coin unless ad-
vised by me?"21

The banks responded quickly to Memminger's request. The Commercial
Bank of Columbia, South Carolina, the Commercial Bank of Alabama in
Selma, Alabama, the Central Bank of Alabama at Montgomery, Alabama, and
others agreed to redeem in coin their notes received for the loan, al-
though some set a maximum to be exchanged. If the circular that Memmin-
ger sent gave his true thoughts, and the banks affirmed his request,
why did he still tell government officials to receive notes at their
specie conversion rate? Memminger told E. Stames, the chaimman of the
loan officials at Augusta, Georgia, that he was trying to get the banks
there to redeem the notes, but it is not clear that he made this point
known to the general public., The banks likely tried to disseminate this
information, but it is also fairly obvious that Memminger seemed more
interested in getting coin than he was in obtaining bank paper.

But the loan was not the only source of specie for the Confederate
government. In June, 1861, Memminger instructed the customs collectors
at Augusta, Georgia, that only coins or Treasury notes could be received
in payment of custom duties. Although a generous amount of silver was
turned over when Gonfederate authorities first assumed control of oper-
ations, that source declined drastically soon afterwards. In 1861

alone, ninety-nine percent of the funds received was in the form of
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Treasury notes and the remainder was silver. The total never rose much
above this ratio for the remaining years of the war.

Another source of specie was from postal receipts, both those
turned over by former United States postmasters and those delivered be-
fore Treasury notes began to predominate in commerce. Postmaster
General John H. Reagan later maintained that fees '"were paid in coin
alone up to the date at which postage stamps were furnished [October 16,
1861]." Reagan continued: ''Most of the post offices were not furnished
with postage stamps for a long time after this, and they continued to
receive and pay in specie until a long time after this."24 Indeed,
Reagan asserted that within the first few months of 1863 the postmaster
at Savannah, Georgia, had deposited $3,000 in gold and a total in ex-
cess of $68,000 was placed on account up to the middle of 1863. Al-
though this amount was small when compared to governmental expenses, it
was still a minor source of specie.,

Taxes also brought in some gold and silver. On August 19, 1861, a
new issue of Treasury notes had been authorized by the Confederate Con-
gress, a limit of $100,000,000 was placed on all issues of these bills,
and a war tax was levied on all citizens in the country in order to re-
deem these notes. The tax was intended to be paid in Treasury notes,
but some specie was apparently also received in payment. In August,
1862, John Handy, the chief collector of the war tax for Mississippi,
submitted to the assistant treasurer of the Gonfederate States, Andrew
J. Guirot, who was then in Jackson, Mississippi, after the fall of New
Orleans, the amount that he had collected, a total of $30,033.99, of
which $64.05 was in gold and silver. Later on, other taxes were as-

sessed. A tax was authorized by the Confederate Congress on February
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17, 1864, which fixed a five percent duty on gold and silver coin, gold
dust, or gold or silver bullion held by any citizen within the Confeder-
acy or abroad. Memminger ordered on March 4, 1864, that coin was to be
taxed in kind, but on July 29, 1864, Attorney General George Davis de-
cided that because an amendatory act had been passed on June 14, 1864,

the tax could be paid in Confederate Treasury notes at their specie

value. This probably cut down on the total coin received by the central
government, but the tax must have brought in some specie.

Undoubtedly the largest source of coin was from either direct pur-
chase, for notes or bonds, or the sale of commodities such as cotton,
which had either been purchased for Confederate paper or received for
the produce loan. Throughout the war, James D. B. DeBow, Produce Loan
Agent for Mississippi and Louisiana, bought cotton with bonds and Treas-
ury notes and sold them for pounds sterling and gold, which was then
used to make purchases in Mexico or overseas. Confederate money could
not be used in payment of foreign contracts and because of this the War
and Navy Departments set up their own system, They used the paper
within the Confederacy to purchase steamers and cotton, and then shipped
the commodities to depositors overseas. This was then sold abroad and
the funds kept in trust. The Post Office Department was able to use
some of the specie it had received in payment for fulfillment of foreign
contracts, but by 1863 Memminger was insisting that even this department
had to buy coin on the open market for Treasury notes.,

The local purchase of coin appears to have been the only other
major producer of specie for the needs of the government. In June,
1862, gold and silver were offered for sale by a Virginia concern for

ten percent premium on gold and a five percent rate on silver. 1In
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December of 1862 silver coin was purchased in Augusta, Georgia, for the
Confederate depository. In the calendar year 1862, the total of
$162,087.99 was expended for the purchase of specie, and in the first
half of 1863 the Treasury Department estimated it would need $4,000,000
for buying hard money. This state of affairs continued throughout the
rest of the war, and by its close in 1865 the need was so great that
drastic measures had to be taken by the government.

Without legal tender status, there was no statutory requirement
that people had to accept Confederate bills for debts, and by 1865 many
individuals were declining them. In order to combat this, various
schemes were tried. 1In 1865, the new Secretary of the Treasury, George
A. Trenholm, began to sell specie in an attempt to bolster the value of
the Treasury bills, and an act was even passed by the Confederate Con~-
gress on March 13, 1865, to allow Trenholm to borrow specie from any
source, up to a limit of $30,000,000, '"to be applied to the redemption
and reduction of the currency."29 But the attempts proved useless and
the value of paper money continued downward. Four days later another
bill, introduced into the House of Representatives by Francis S. Lyon
of Alabama, was passed into law in an attempt to raise coin in order to
supply the army. Like the March 13, 1865, act, this law also provided
for bonds for the $3,000,000 that was to be loaned. While this bill
was being debated, Representative Charles M. Conrad of Louisiana at-
tempted to have the coin of the New Orleans banks added to the coin to
be loaned, but this failed. It was decided, however, that if the
money was not loaned, a special tax of twenty-five percent, payable in
kind, would be levied to obtain it. Apparently this tax, due April 1,

1865, was fully anticipated because on March 24, 1865, Attorney General
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George Davis clarified an obscure section of the act for Trenholm. This
would not have been required, especially so quickly, if it were not felt
that the tax would be required.30

Trenholm's policies, although slightly different from Memminger's,
were essentially a continuation, for Memminger was Trenholm's early ad-
viser. Trenholm was born in Charleston, South Carolina, on February 25,
1807. He was a leading merchant of that city and enjoyed almost un-
limited credit at home and abroad. He joined the firm of John Fraser
and Company and soon rose to the position of senior partner and finally
owner. His firm engaged in blockade-running and even gave the use of
its vessels to the central government. He was known as a staunch sup-
porter of secession and had a hand in shaping the fiscal policy of the
Confederacy., When he entered the cabinet on June 18, 1864, he was
hailed as the one man capable of bringing order to the situation. The
Liverpool, England, branch of his company, Fraser, Trenholm, and Company,
became the European financial agent of the Confederacy. He served as
Confederate Secretary of the Treasury until forced to resign in 1865
due to ill health. He died in Charleston, South Carolina, on December
10, 1876.°!

But what of the specie of the New Orleans banks? Confederate au-
thorities had kept close watch over this ever since it was removed
prior to the fall of the city. As early as April 30, 1862, Memminger
had telegraphed the Confederate Comptroller to determine what had hap-
pened to the coin. After that, the authorities of the central govern-
ment kept a part, if not all, of this in trust. As noted, an attempt
was made in early 1865 to transfer this to the Confederate government,

but it failed. On March 17, 1865, another law was passed that allowed
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the Secretary of the Treasury to accept specie from the states in re-
turn for Treasury notes at market rate, and this time the coin from New
Orleans was included in the specie to be transferred, a last desperate
effort by a government whose faith in paper money had undoubtedly been
shaken to the core.32

The Confederacy had need for specie and used it in various ways,
especially during the early part of the war., It was Memminger's in-
tention te pay for the interest on the bonds of the first loan in
specie, as well as any bonds that were given for the conversion of
Treasury notes. He hoped to do this with funds received as export duty
on cotton, the only duty for which Treasury notes could not be used.
Apparently this was carried out, even though the expected revenue did
not materialize, for in December, 1861, Assistant Treasurer Andrew J.
Guirot reported that he continued to pay the bond interest in specie,
even though he had to draw it from the New Orleans banks., In January,
1862, Memminger still advertised interest payments on certain bonds in
specie, even though he was buying it at a fifty percent premium, and the
bonds themselves were being sold for Treasury notes. John B. Jones, a
clerk in the War Department in Richmond, commented on this actions
"What sort of financiering is this?”33 But specie payment was eventu-
ally stopped on these bonds, and non-interest bearing paper was issued
in lieu of coin under authority of a law passed on February 11, 1864,
This non-interest bearing paper was receivable for all debts due the
government, including the export duty on cotton, and was, in essence,
coin. The first issue of Treasury notes, which bore interest, was to
expire in 1862, and this caused people to ask if they were being re-

deemed that year in specie, They probably were not, because a total of
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$2,000,000 plus interest, twice the amount originally authorized, was
eventually due and on December 14, 1861, the Confederates had only
$736,468.07 in specie. Indeed, in January, 1862, the customs collector
at New Orleans even had to borrow specie from the‘banks to settle a con-
tract. 34

Gold was also shipped around to satisfy various obligations. Dur-
ing the first year of the war, the success of the foreign loan did not
require the shipment of quantities of coin overseas. But Guirot had to
draw on Richmond's supply in 1862 for $20,000, so gold was already in
short supply. By June, 1863, James Spence, the Confederate financial
agent in Europe, advised shipment of the government's gold to England,
and John B. Jones recorded that Memminger started sending weekly ship-
ments of $75,000. In August of the same year Jones noted $20,000 was
going by each steamer out of Wilmington, North Carolina., On July 19,
1863, Major Thomas L. Bayne of the Ordnance Department, reported that
$10,000 in coin was to be sent to Bermuda, and on July 25 he affirmed
that it was gone and the entire amount was in gold coin. In 1864 some
gold was even sent to army commanders such as General Joseph E. Johns-
ton. This was probably used for supplies.

The year 1862 was witness to other major events that occurred in
the monetary picture. The first of these was the issuance of an interest
bearing Treasury note not intended for general circulation. A total of
$165,000,000 was authorized by the April 17, 1862, act, all in $100
bills; only $122,640,000 were ever issued. Some people hoped to use
these like money and attempted to deposit them to bank accounts, but the
banks refused to accept them and Memminger defended their action. He

explained that these certificates were designed as investment media and
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that it was neither intended nor desired for the banks to take them for
deposit. Both interest and principle on this paper were not payable
until six months after a treaty of peace between the United States and
the Gonfederate States, but the Treasury refused to exchange these for
non~interest bearing notes. Some of the notes are also found today with
endorsements on the back showing that interest was paid during the war,
so some of the rules must have been relaxed. The only way the bills
could be used was to pay any debts owed to the government, except ex-
port duties, or after November, 1864, exchanged for coupon bonds. By
April 30, 1864, a total of $22,658,100 had been received back by the
central authorities.36

With the government obtaining all of the coin it could, and the
public hoarding as much as possible, a scarcity of small change soon
existed in business circles. Shinplasters were tried, but they proved
to be a nuisance. But even if this had not been the case, these were
mostly for values below one dollar and did nothing to alleviate the
shortage between one dollar and five dollars. 1In April, 1862, the Con-
federate Congress moved into the void. On April 7, 1862, a bill was
introduced to allow the printing of notes below the denomination of five
dollars. When it was signed on April 17, only one and two dollar bills
were included, but the original wording would have provided for values
of one dollar and fifty cents, two dollars and fifty cents, three dol=-
lars, and three dollars and fifty cents as well as the ones that sur-
vived. It was not until March 23, 1863, that the first fifty cent note
issuance was authorized. Interestingly, the fifty cent bill was the
only one in the Confederate series that was not signed by hand: the

signatures were printed. On August 27, 1862, an attempt had been made
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to allow printed signatures for all Treasury notes. Robert W. Barnwell
of South Carolina introduced the legislation into the Senate and it
quickly passed. But it died in the House of Representatives. Thus all
currency above the denomination of fifty cents continued to be signed
by hand.>’

In addition to the flood of paper money coming from the government,
authorities had another monetary problem with which to contend. This
was the annoyance of counterfeiting, compounded by the economic warfare
practiced by some citizens of the United States. By August, 1862, the
problem had become great enough that Robert W. Barnwell introduced a
bill into the Senate to allow the Secretary of the Treasury to appoint
a person at all places where public moneys were kept whose sole job
would be to examine bills to determine if they were genuine. The leg-
islation also provided for a stamp to be placed on issues known to be
widely counterfeited but found to be genuine., This bill passed the
Senate, was amended in the House of Representatives, and then tabled in
the Senate, where it died. The means used to combat counterfeits was
either to have the differences in the notes explained to bank tellers,
or to send people to examine them. In the summary of appropriations,
the total requested for travel expenses connected with this activity
went from $35,000 to $10,000 during the course of the Confederacy's life=
time.38

Counterfeiting was not only being done locally, but as a business
in the United States. Samuel C., Upham, a Philadelphia printer, stated
that from March 12, 1862, to August 1, 1863, he printed notes, public
and private, with a total face value of $15,000,000, and denominations

from five cents to one hundred dollars, in addition to Confederate
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postage stamps. Prior to Upham's efforts, a five dollar Confederate

note had been printed in the pages of a March, 1862, issue of the

Philadelphia Daily Inquirer, and a ten dollar bill had been reproduced

in the March, 1861, issue of Frank Leslie's Tllustrated Newspaper. Up-

ham sold his products as souveniers for one cent each or fifty cents
per hundred, without regard to face value, and many of these found
their way into circulation in the Confederacy. His endeavors were well
known by the Confederate government and he was condemned by the Gon-
federate Congress, President Davis even reportedly offe;ed a reward of
$10,000 for him, dead or alive, and Congress passed an act making the
importation of such bills into the Confederacy punishable by death.
Some of the counterfeits circulating within the nation\pfoved to be so
good that the Treasury Note Division of the Confederaté Treasury De-
partment sometimes unknowingly redeemed them; in one reported case over
$200 was so allowed.39

In addition to counterfeit Treasury notes, there were other prob-
lems that undermined the credit of the Confederate government. As early
as September, 1861, sheets of the bills were stolen and falsely signed
and then passed. On November 13, 1862, one of President Davis' negro
slave servants was arrested for stealing $5,000 in unsigned Treasury
notes. In addition to theft, there were also forgery problems. On
August 27, 1863, Memminger told Comptroller Lewis Cruger about forger=-
ies of quartermaster's checks that had been paid, stating that the only
recourse for recovery was to institute a lawsuit. Widespread counter-
feiting in the United States and Gonfederate States, plus theft and
forgery helped to undermine the government's credit base.

Confederate printing presses worked hard and by April, 1864, a
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total of $1,097,942,963,50 in paper money had Leen placed in circulation,
of which $851,582,125,25 was still outstanding by the last day of the
month. But April 1, 1864, was the day that a new currency law went into
effect, Under it all old issues of notes were to be redeemed after
April 1, 1864, for a new series at a rate of three dollars old for two
dollars new. It was hoped thereby to reduce the volume of currency and
increase its value. But at the end of the first month of full opera-
tion east of the Mississippi, only $246,360,838.25 had been redeemed,
and some of this may have been redeemed before the law was passed. The
law did not take effect until July 1 in the Trans-Mississippi Depart-
ment, In addition, $48,076,000 of the new notes had been issued by
April 30, 1864, Understandably, the government by March, 1865, was
forced to resort to specie.

When Confederate Treasury notes appeared, they were accepted as
currency through the patriotism of the people. Those individuals who
did not receive them at first were easily sidestepped. So successful
were Memminger's efforts, that paper money became a virtual legal ten-
der, but because this was never enacted by Congress, it became increas=-
ingly difficult to use them later in the war., The Secretary of the
Treasury found the notes to be an inexpensive way to secure specie
needed for overseas trade, but even this became more difficult as the
war progressed.,

The image of Memminger seems to pervade the entire story of Con-~
federate Treasury notes. It was he who first set out to make paper the
circulating medium, it was he who pushed and pressured to get paper ac-
cepted as money, and it was he who oversaw the results. Memminger

seemed obsessed with the example of Great Britain and even used it when



53

he advocated the idea of keeping gold in the form of bars. England had
issued paper money through the Bank of England, and Memminger now
wanted the Confederate States to issue its own paper money. He was
openly hostile towards the idea of coinage, especially during the war,
and seemed to be possessed by paper money. But the history of the Con-
federate Treasury notes shows what happens to most governments that is-
sue paper currency, for they tend to overprint and the value declines.
Even Memminger could not halt this, and eventually '"paper specie' had
to be issued in the form of non-interest bearing paper receivable even
for export duties. But nothing seemed to replace hard money in people’s
minds, and the central govermment finally had to use every means avail-
able to obtain the coveted item.

The monetary policy ofvthe Confederacy was paper money backed
solely by faith in the govermnment. This was used by the Confederates
to pay their internal debts, but as the amount of debts rose, paper
currency swelled to a level that could not be absorbed by the economy
or even possibly redeemed for many years even with Confederate success

and independence.
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CHAPTER IV
EASTERN STATES PAPER MONEY

Military considerations made the Confederate government turn to a
policy of internal pagper money to obtain specie to use elsewhere. But,
in addition, the state governments also faced wartime emergency needs,
and they coveted hard money as much as the central government. For the
most part, the Eastern states of the Confederacy followed a plan of is=
suing state treasury notes throughout the entire war. Most of these
outpourings were fairly large in volume, but Georgia and North Carolina
far exceeded the others in total amount. Florida, however, pursued a
more orderly policy. Of the thirteen states considered by central au-
thorities to be a part of the Confederacy, all except South Carolina and
Kentucky issued some form of paper currency. South Carolina decided to
use the notes of its banks, as well as those of the central government,
and continued to collect taxes throughout the entire war. The only
other state that did not issue currency was Kentucky, which never had
more than a provisional Confederate state government, and it fled the
state shortly after being inaugurated. The remaining states resorted to
the printing press for money at one time or another. Each of the states
apparently hoped to gain a wide circulation for its issuances, but for
the most part they received only local use. In the end, state officials
had to face the same problems as the authorities at Richmond. And the

ways that they found to deal with them were very much the same.
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Alabama

Long before war came to Alabama, the state government was con-
cerned with monetary matters. A shortage of small change must have been
evident as early as February, 1860, because on the eighth day of that
month, the legislature authorized all of the banks conducting business
within its borders to issue notes in denominations between one and five
dollars. As hostilities came ever closer, Governor Andrew B. Moore be-
gan to worry all the more about specie. On December 4, 1860, he told
the president and directors of the Central Bank of Alabama that the
suspension of specie payment by the banks of the neighboring states of
South Garolina and Georgia was imminent, and such an action would cause
a run on Alabama's banks. In order to prevent this, and keep all gold
and silver in the vaults of banks in Alabama, Moore requested all banks
within the state to suspend specie payment at the same time. But only
three banks heeded Moore's urgings, even though he assured them that he
felt confident the secession convention and legislature would sustain
the action.

In the beginning, Alabama seemed to be more interested in securing
specie held by the banks than issuing paper money. To this end, the
secession convention authorized $1,000,000 worth of bonds, and the
general assembly later gave permission for the banks to suspend specie
payment provided they purchased the bonds. This was done on February
2, 1861, and on April 9, Governor Moore informed James J. Donegan,
president of the Northern Bank of Alabama in Huntsville, that he was
sending him fifty bonds of five hundred dollars denomination. 1In order
to remit the $25,000 due to the state for these bonds, Moore wanted

$10,000 in bank notes upon receipt and the rest in weekly shipments of
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specie in $5,000 units. As of January 1, 1861, one Alabama bank, the
Bank of Selma, had $70,926.10 in its specie fund and much of this prob-
ably went into the state treasury.

Apparently Moore's efforts to secure coin were fruitful. As early
as January, 1861, he was able to dispatch $200,000 of this to the
Citizens'Bank of Louisiana which was to be used for state purchases. By
March, 1861, the bonds were nearly ready to be issued and they were to
be sold for specie or its equivalent; the notes of unsuspended banks
were valued the same as specie, The banks responded well to the offer-
ings and as late as October 18, 1861, the government's account at the
Southern Bank of Alabama in Mobile totaled $90,316.38, of which
$51,040.38 was in hard money. On March 31, 1862, Governor John Gill
Shorter even turned away a Richmond, Virginia, investor when he in-
formed him that Alabama had '"sold all the bonds I wish to dispose of for
the present.”4

February 8, 1861, was the day that the first issuance of Alabama
treasury notes was authorized. A limit of $1,000,000 was set for these
bills, and they were to be of no greater denomination than one hundred
dollars and bear six percent interest. They were to be receivable for
all sums due to the state and could be reissued with the same interest
requirement; however, there is no evidence that these bills were ever
issued. The bonds were sold, but bank notes and specie were used. 1In
August, 1861, Governor Moore states that only suspended bank paper re-
mained in the treasury and offered to pay public debts with these or a
bank draft. As late as February l, 1862, a plan was proposed to have
the state suspend the collection of all taxes and issue treasury notes,

redeemable by a future tax, to meet its obligations, but Governor
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Shorter resisted.

If Alabama hesitated to issue paper money, the merchants did not.
Shinplasters began to appear quickly when the Northern Bank of Alabama,
among the last of the banks to suspend specie payment, did so on Septem-
ber 18, 1861. Problems associated with these shinplasters continued to
grow and the state was finally forced to act. On November 8, 1862,
Alabama voted its first issue of $3,500,000 change bills, redeemable
for Confederate Treasury notes, and on December 9, 1862, the private
shinplasters were declared illegal. On November 11, Governor Shorter
sent a man to J. F. Patterson and Company at Augusta, Georgia, to con-
fer on the form of these bills, but the first proofs were not sent until
January 13, 1863, having been delayed by the engravers.6

Apparently Alabama's resistance to state treasury notes was over-
come, for on the same day that change bills were authorized, an un-
limited issue of six percent state bonds to meet deficiencies in the
treasury was also enacted. But by the terms of this law, instead of
bonds, state treasury notes, redeemable in either Confederate Treasury
notes or state bonds at the state's option, could be issued. And this
time they were printed and the next year were paid from the state
treasury.

After this the floodgates were opened and paper money poured forth.
In August, 1863, a new law was passed in order to provide support for
the destitute families of Alabama's soldiers, and if there were not
enough funds in the treasury, the governor could use the December, 1862,
issue of notes. On December 13, 1864, the final step was taken when
blanket authority was given to issue paper for any and all deficiencies

and these notes, as well as all old issues, except for the change bills,
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were made redeemable with the new issue Confederate Treasury note only.
No. longer was there even‘a hint that a bond could be obtained for this
state paper. The same act also empowered the governor to borrow up to
$1,000,000 at no more than eight percent interest.7

Apparently, the only other problems faced by the state government
of Alabama concerned Confederate bills; people did not want to accept
them at first. In order to combat this, a law was passed on November
17, 1862, which provided that if any creditor refused these notes in
payment, he could collect only one-quarter of one percent interest per
year on his debt. This might have made the paper more attractive to
many.

In sum, Alabama had the authority to issue paper money in 1861,
but the bills authorized bore interest and none seem to have been is-
sued. Perhaps one possible reason was that until nearly mid-year the
seat of the Confederate government was also in the state, but this
changed after Virginia seceded and the Confederate capitol was removed
to Richmond. After a non-interest note was permitted in late 1862,
there was no halt to the printing presses. The fact that more bonds

and loans were continually needed suggests an unsound monetary policy.
Mississippi

Although Alabama was slow to use paper money, such was not the case
in Mississippi. The first issue was voted into existence by the seces=-
sion convention on January 26, 186l. This was to be $1,000,000 worth
of notes, bearing ten percent interest, one-third of which was to be
redeemed each year until they were fully retired in 1864. 1In order to

withdraw these from circulation, a special tax was levied by the same

(-ilCt.9
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Not all of these notes were issued in 186l. A reduced number ap-
peared in 1862 and an even smaller amount in 1863. 1In November, 1861,
it had been decided that they could be received by the state treasurer
at all times, both before and after the redemption date, in the satis=-
faction of amounts owed to the state. And on January 29, 1862, the
treasurer was permitted to pay out again any bills received by him, but
not due for redemption until 1863 or 1864, In a move to cut down on
interest payments, Governor John J. Pettus issued a proclamation on De=-
cember 9, 1863, that all notes that had been due in June, 1862, would
be redeemed in specie upon presentation; but all interest would cease
sixty days after the date of the proclamation. By virtue of a December
5, 1863, law, the remaining convention bills were to be exchanged with
eight percent bonds or notes; these were to be payable in ten years from
date, By October, 1865, it was estimated that $641,000 was still out-
standing in convention notes and bonds.10

But the convention notes were not the only bills issued by Missis-
sippi. The cotton planters had tried to get the central government to
loan them money on their crop in 1861 and failed, but they were more
successful in Mississippi. On December 19, 1861, a series of state
treasury notes was authorized for this purpose, with a limit of
$5,000,000. They were issued in denominations of one, two and one-half,
three, five, ten, twenty, fifty, and one hundred dollars, and they were
loaned on cotton that was stored, at a rate of no more than five cents
per pound. The notes were to be redeemable whenever sufficient gold and
silver had come into the treasury from the sale of the cotton, or after
the blockade had been raised. The amounts loaned to the planters could

be repaid only in specie or these notes, and they were receivable by the
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state for all sums due it, except the tax leveyed by the convention for
the redemption of its paper.

It would appear that the demand for these Mississippi cotton notes
was great. On January 29, 1862, before the bills were even printed, an
advance was allowed with the stipulation that one-half of one percent
was to be deducted to cover the cost of the printing plates. This
paper, however, was not designed to circulate very long. In the origi-
nal law it provided for the cancellation of all bills redeemed in gold
and silver, but on December 5, 1863, it was further ordered that all
cotton notes received or to be received by the treasurer were to be de-
stroyed. At least in Mississippi the cotton planters had their way,
and the state tried to keep some control over these issues,

But on January 29, 1862, non-interest bearing notes, known as
military notes, were also authorized by the Mississippi legislature.
These were supposed to have been in denominations of‘five, ten, twenty,
fifty, one hundred, and five hundred dollars, but the last two Qalues
do not seem to have been printed. A limit of $2,500,000 was placed on
the issue, and they were to be used for military expenses. The only
provision for redeeming these was that the faith of the state was
pledged for their final redemption, and they could be exchanged for
eight percent bonds. Any of the notes so exchanged were to be can-
celled, but this intention was defeated on August 12, 1864, when the
state treasurer was permitted to reissue any military notes that had
been redeemed, and the same law also provided for an additional
$2,000,000., These acts, plus others that provided for reissuance,
managed to keep a total of $2,500,000 outstanding, $180,000 of which

was in 1864 notes, by October, 1865.13
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The final type of bill issued by Mississippi concerned the problem
of small change. 1In 1861 the banks were allowed to suspend specie pay-
ment until after the blockade was raised and shinplasters soon made
their appearance. Some companies and municipalities were permitted by
law to issue small change bills, but the situation grew critical. On
January 3, 1863, private bills were taxed out of existence by a law
which levied a tax of one hundred‘percent on the highest amount of
these bills outstanding after March 1, 1863. But since the banks could
only issue notes as low as one dollar, which was allowed as of December
16, 1861, and the municipalities were limited in the amount they could
issue, this still left a void. On April 5, 1864, the state finally
acted by providing that its treasury notes could be redeemed for state
warrants in the denominations of twenty-five and fifty cents as well as
one, two, and three dollars. A total face value of $500,000 was per-
mitted for these warrants. It must have been hoped in doing this that
the total debt of the state would not be raised; but this purpose was
defeated when, on the same day, a state law passed authorizing the re-
issuance of state treasury notes so exchanged, if the governor felt it
was necessary. Apparently the change bills were not well received, be-
cause on March 3, 1865, it was directed that $150,000 in state treasury
notes could be reissued in lieu of the change bills. Even so, by Oc-
tober, 1865, a total of $496,622 was still outstanding in change war-
rants, even though $146,522 had been destroyed between the months of
January and May, 1865.14

The monetary situation in Mississippi was as severe as elsewhere,
and the state was concerned with the issues of the GConfederate govern-

ment as well as its own. On August 6, 1861, the legislature had made
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Confederate Treasury notes receivable for all sums owed to the state
except the tax passed by the convention for redeeming its paper and the
national notes circulated. As the value of these declined, the legis-
lature asked Congress to retire all of its bills and issue new legal
tender notes. On June 13, 1863, John G. Humphries, a member of the
Winston County Board of Police, noted that cheap money was becoming so
plentiful that many people preferred to trade with it when they could
rather than commodities. And to compound problems, Major General S. J.
Gholson of the state troops stated that Mississippi's treasury bills
were probably being counterfeited and distributed to United States
soldiers.15

By 1864 all remaining monetary stops in Mississippi were pulled out
and the scramble began. When the new Confederate issue was produced,
the old Confederate bills could be converted into bonds. Acting on
this, the governor was instructed to dispose of any of the bonds there-
by received for state notes, cotton money, or new issue Confederate
notes. And after July, 1864, the state treasurer could not accept old
bills, except those below five dollars, for taxes. On August 6, 1864,
the county treasurers and other county officials were instructed to
dispose of Confederate Treasury notes on the best terms possible and
distribute the results to the destitute. This may have been referring
to the old issue, but it was not made clear in the law. By November,
1864, the state treasurer reported that he had $5,430.75 in specie and
$5,120.00 in counterfeit Confederate notes that he was not distributing.
The situation by then had obviously deteriorated. 1In October, 1865,
the entire indebtedness of the state was estimated at $4,979,324.53,

but this seems extremely low and may not have included the bonds that
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had been issued.

Overall, through the use of taxes, bank notes, and Confederate is-
sues, Mississippi was able to bring some order to its own monetary
policy. Specie was also used in a few payments, and cotton, a staple
commodity, backed another portion of its currency. Perhaps this one
fact alone tended to give credit to the majority of the state's issues.

But not every state government of the Confederacy was as fortunate.
Tennessee

A large debt did not plague Tennessee, but neither did it exist
for long as a Confederate state government. Even before the war began,
a monetary crisis existed in Tennessee. The focus of the controversy
seemed to be the earlier so-calléd conventional or ten percent interest
bill. People complained that it embarrassed the finances of the area
and forced the collection of money by merchants and others to get what
was needed to loan others. Another group asked for the repeal of the
law, stating that the '"Money crises is bad enough without such a
law."]'7 In July, 1861, the legislature passed a law containing a pro-
vision that the banks of Tennessee must stop the practice of retiring
and diminishing their circulation. This action was declared "detrimen=-
tal to the public interest" and must be reversed.18 With apparent lack
of money in the state, it would seem logical that the government would
be more than willing to issue its own currency, but such was not the
case.,

Specie payment by the banks had been suspended before 1861, In
January, 1861, this was extended until February 8, 1862, but this date

requirement was repealed on July 1, 1861, It was also in January,
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1861, that the Bank of Tennessee was allowed to issue notes in the de-
nominations of one, two, and three dollars, but it was not until No-
vember 23 of the same year that the bank was permitted to issue change
bills. 1In the meantime the state, under the leadership of Governor
Isham G, Harris, pursued its own course in regards to money.

Tennessee did not formally ally itself with the Confederacy until
May 7, 1861, but the day previous to this it provided for funds for its
army by passing a $5,000,000 issue of ten year bonds, bearing eight per-
cent interest, and a tax for their eventual redemption. On June 27,
1861, the governor was given the authority to change $3,000,000 of this
amount to treasury notes, with denominations from five to five hundred
dollars, bearing an interest rate no greater than six percent. These
were to be receivable for all debts owed to the state and new treasury
notes could be issued for any amount redeemed. Considering the scarcity
of money, and the lower interest rate, it would appear that Governor
Harris would have immediately printed these notes, but he did not.20

Governor Harris did not want a state issuance of notes. Instead
he worked té make the Confederate Treasury note the circulating medium
within the state, correctly declaring on June 16, 1861, that the Con=-
federate States must have a uniform currency. Harris privately tried
to get the banks in Tennessee to receive and pay out the Confederate
notes as money. He told Major General Gideon J. Pillow on June 20,
1861, that his "opinion is that they will do all we desire.,'" He fur-
ther added that the "Bank of Tennessee, and the Planters Bank are doing
all in their power to consummate the necessary arrangements."21 In
order to further ensure this, the legislature passed a law requiring

all the banks in Tennessee to receive and pay out the notes as money.
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In addition, on March 14, 1862, the comptroller of the state was di-
rected to pay the state's bond interest with the same Confederate
paper.

But no matter how much the governor might fight it, events were
to dictate a state issuance. In early 1862, with Nashville in danger
of capture, the legislature met at Memphis. Here Harris declared that
all of the state's military forces were in Gonfederate hands and that
the small militia left was undisciplined and unarmed. On March 18,
1862, a further $3,000,000 was authorized on terms similar to the 1861
issues. Three days prior to this, the banks doing business within the
state had been permitted to remove from the limits of the state, but
were required to return after the war; by June 7, 1862, even the banks
at Chattanooga were sending their assets south to safety. With these
developments, the Gonfederate state government had to fly before the
pursuit of the invading forces of the United States.23

It was the mobile Confederate government of Tennessee that finally
issued a series of notes, but these were not issued on the terms es=-
tablished in the previous laws. They bore no interest and were only
change bills, redeemable in Confederate Treasury notes when presented
in a total of ten dollars or more. The first type known was supposed
to have been issued from the town of Cherry Valley, buﬁ the surviving
bills have this place lined through and Smithville inserted instead;
all of these were dated January, 1863. The denominations are twenty-
five and fifty cents and one dollar, with a possible two dollar issue.
The only other known specimens are one and two dollar bills dated at
Kingston in February, 1863. Documentation of this paper money is scarce

and only the notes themselves can suggest what was occurring at the

tim9024



71

In summation, fennessee sought to make Confederate paper money and
bank notes the only circulating medium within the boundary of the state.
Its army was in Confederate service but when war came to the state a
regional currency was required. 1In order to satisfy this, change bills
were finally issued by the exiled Confederate government of Tennessee.

The war had dictated this drastic change of policy by state officials.
Virginia

Fighting came to Virginia much sooner than in Tennessee and the
state responded more quickly. It was unusually conservative in its
monetary policy, but even this did not prevent large early issues of
paper money. Since it had a number of banks, and the seat of the na-
tional government was in Richmond, it had access to other paper money.
Even so, Virginia still issued currency through the year 1863. Most of
this money was authorized by the secession convention, but one series
of small notes came from action of the state's legislature. The lowest
denomination ever issued was one dollar, and the state never issued a
change bill.

The first four series of state treasury notes came from actions of
the secession convention. In ordinances passed on March 14, April 30,
June 28, and December 30, 1861, a total of $9,000,000, in the denomina-
tions of five, ten, twenty, fifty, and one hundred dollars, was author-
ized. As with most of the states, the first issues bore six percent
interest, but the bills below twenty dollars had no interest requirement
and were merely payable on demand at the state treasury.

On March 31, 1862, the General Assembly of the state passed a law

giving the governor authority to issue $1,300,000 in state treasury



72

notes in order to raise money '"to arm and equip the militia of the
state, and for all defensive and offensive operations of the army and
navy."26 These were to be no lower in denomination than five dollars,
but on May 14, 1862, this was changed to allow any part of them to be
issued as one dollar bills. The state took this authority to heart and
the entire sum was printed as one dollar notes; in fact, the final total
ran to $1,309,200. This should have been more than enough to meet the
demand for dollar bills within the state.27

But what about the question of change? On March 1, 1861, specie
suspension was permitted and hard money disappeared. Of course, the
state reserved the right to obtain coin for notes any time it wished,
but the general public was excluded. As was the case in other Confeder-
ate states, shinplasters soon proliferated. By October, 1861, there

were so many that the editor of the Daily Richmond Examiner estimated

that the total was no less than one-tenth of all the other currency in
circulation combined. In November, 1861, one soldier, John S. Foster,
stated that there was no gold or silver in circulation and all he saw
was Virginia shinplasters., This state of affairs demanded actiona2

It was on January 24, 1862, that the General Assembly required
banks to issue notes in the denominations of one and two dollars and
forbade them to pay out shinplasters of unauthorized corporations or .
individuals. On March 29, 1862, banks were further authorized to print
notes between the values of one and five dollars, including fractional
amounts. At the same time the city government of Richmond, and all the
other cities, towns, and counties, were permitted to print change bills.

Ten days prior to this, every shinplaster in circulation had been le-

galized and all penalties for issuing them had been removed. But this
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amnesty did not apply to unauthorized change bills issued after the law
was passed or to any parties or person who did not call in their bills
within ninety days. Apparently this did not work fast enough for some
because on April 16, 1862, Brigadier General John H. Winder, commanding
the District of Henrico, issued a general order outlawing shinplasters
within his district.29

By 1862 the last issuance of Virginia notes was authorized. When
it came time to pay the Confederate war tax in 1862, or to make up any
subsequent deficiencies in the state treasury, short terminterest bear-
ing notes were sold. For the most part, it was the banks that pur-
chased these, but some individuals also invested in them. Although
there were large amounts of treasury notes: issued early in the war, a
halt was called to this by March, 1862, but the authorized notes con-
tinued to roll from the presses through 1863. Bonds came to be the
main brace of the state's monetary policy.30

Virginia, in retrospect, was unique in that it did not issue change
bills. It was also able to hold a fairly good check on the total volume
of outstanding state currency. With the Confederate Treasury Department
and the Army headquartered in Richmond, its need for military protection
was not as great.

These Eastern states of the Confederacy demonstrated several com-
mon features in relation to money. In all there was a tendency by the
state governments to desire specie for their own use while prohibiting
citizens from securing it from banks. This was essentially the same
policy that the central authorities followed.

Like the central government, the state officials had to find some

way to finance their role in the war. Their early answer to this



74

problem was to use bonds on which interest had to be paid to raise
money, The example of the GConfederate government, however, appeared to
inspire the state governments. They soon began printing paper money.
This currency was accepted by the citizens of the issuing state. When
the central authorities passed the War Tax to help the value of their
issues, the state governments responded by assuming the obligation for
their citizens. This extra expense was met by either selling bonds or
by a further issue of treasury notes.

All of these states discovered that their paper money was being
supplanted by Confederate Treasury notes. When this happened, the
states found that their iésues were not being returned to the state
treasurié;. The result of this was to prevent the easy retirement of

the majority of the state notes. Increased monetary demands could be

met only by further issuances of state paper money.
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CHAPTER V

CONTRASTS IN EASTERN STATES

PAPER MONEY ISSUES

The three remaining Eastern states--Georgia, North Carolina, and
Florida--met the monetary challenge differently. Although most of the
other Eastern states attempted to be orderly until war expenditures
forced greater outpourings of paper currency, Georgia and North Carolina
showed very little restraint. Florida, on the other hand, not only be-
gan the war with small quantities of paper money, but continued so for
the remainder of the war. Even with an orderly monetary policy,
Florida still encountered problems. An examination of these states
provides a study in contrasts.

Georgia and North Carolina were not hesitant in resorting to the
printing press. Paper money issues were authorized in 1861 and con-
tinued until the Confederacy collapsed. In both states it appears that
many of the bills were collected by people as investments, and did not
circulate to any great extent until produced in large quantities. The
change bills that were printed, however, did circulate, some for a
long time after the war. Florida on the other hand, was quite conser-
vative in its state issuances. There were only small amounts of paper
money printed at any one time and it took the government a relatively
long time to exhaust the first series. There could not be wider di-

versity than between Florida and the states of Georgia and North

Carolina.
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Georgia

In the first year of Georgia's history as a Confederate state,
paper money was not issued. Instead the bonds of the state were sold
to the banks. In this way two things were accomplished. First, the
state treasurer had several different accounts upon Which he could draw
at any time. Second, besides establishing an account, bank notes were
sent to the state treasury and paid out there. On April 16, 1861, the
Bank of Columbus in Columbus, Georgia, was sent $35,000 in six percent
bonds. John Jones, the treasurer of Georgia, asked the president of
the bank, William H. Young, to dispatch $25,000 in bank notes and keep
the remainder of the amount due on the account. These accounts were
then drawn upon for governmental debts, as when a specie check was sent
to the Tredegar Iron Works in Richmond, Virginia, for supplies pur-
chased from them. Apparently this arrangement proved to be satisfactory
for most of the first year.

But this state of monetary affairs in Georgia did not continue for
long. With the first appropriations bill passed by the legislature dur-
ing the war came the initial mention of state treasury notes. As with
all the subsequent authorizations by Georgia, no mention was made a% to
the total amount to be printed. Instead the December 14, 1861, act @e-
clared that if the governor found any deficiencies in the treasury a%d
could not pay all the appropriations, he was to issue eight percent !
bonds maturing in thirty years, or treasury notes, fundable in eightw
percent stock or specie, but not until six months after a treaty of
peace between the two nations. It was left to Governor Joseph E. Brown

to do as he saw fit, and the governor was quite vocal as to how he felt
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the state's interests could best be served.

Brown indicated his feelings to R. R. GCyler, president of the
Central Railroad and Banking Company in Savannah, Georgia, on December
30, 1861. He declared it was his intention to raise the money needed
for military operations by issuing treasury notes, He intended to use
bonds to procure bank money only for the three or four months that
would be required to get the state bills printed. He admitted that in-
creased paper would bring about depreciation, but he could not see any
difference in the final outcome if the extra paper was in the form of
state notes or bank bills. His final argument was that the 'true and
only question is one of interest.'" He expla;ned this statement by.say-
ing, ""Shall the State use her own bills withéut interest ... or shall
she pay the Banks interest for their bills?"  Governor Brown's answer
to his own question was that he had resolved to look after the interests
of Georgia, "and save her the interest ... if I can."

And Brown was a man of his word. In laying the groundwork Re-
tonion Sheveatt, the comptroller general of the state of Georgia,
sought information from Confederate Secretary of the Treasury Memminger
as to how the central government kept a register of its own notes.
Treasurer John Jones informed the banks of the state that any bonds de-
livered to them would be drawn up for the entire amount loaned instead
of by denomination. Although the comptroller general stated tﬂét
$5,000,000 was to be registered in this initial issuance, the Eétal ac-
tually produced was $2,320,000. This was only the beginning, and as

. :
the expenses continued to climb, so did the amount of money printed.
With the Georgia appropriations bill passed on December 13, 1862,

came another authorization for an unspecified total of notes to supply
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any deficiencies. These bills were to be redeemable in specie or six
percent bonds instead of the previous eight percent bonds. Again, like
the earlier issue, neither principal nor interest were payable until
six months after a treaty of peace. This may have been done to make
the notes less attractive to investors, but in April, 1862, one man, a
Dr. George D. Phillips, had asked about the possibilities of investment
in these notes. He had, however, been advised against it by state of-
ficials, because any interest would bellost until after the war, and he
would only be betting on the length of the struggle. Nevertheless, some
people still held on to large sums. The amount of notes required in
1863 was more than double that of 1862, as $5,268,000 was printed.5

By December, 1863, the volume of paper money in Georgia had grown
fairly large. But the bills were congregating in only a few hands as
was attested by the fact that some people were clamoring to be re-
lieved of quantities of these notes. On December 14, 1863, the general
assembly of Georgia passed a law allowing the state treasurer to accept
these bills and issue certificates of deposit in the sums of $10,000
and $20,000 in lieu of them. These certificates hadvthe same pro-
visions for redemption as the original paper and only served to cut down
on the volume. A total of $560,000 was so exchanged by the end of the
war. On December 12, 1863, a new type of treasury bill was authorized.
The governor could have issued these notes or negotiated a loan until
taxes were collected, but Governor Brown chose the cheaper way. These
new pieces of paper were to be redeemed at the end of 1864 for Confeder-
ate Treasury notes, and when the central authorities changed to a new
issue in early 1864, the law was amended on March 17, 1864, making the

Georgia paper redeemable in the new Confederate note. 1If the state
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bills, however, were not presented within three months of maturity,
that is December 25, 1864, they could only be received for sums due to
the state. But on March 9, 1865, this date was changed to March 25,
1866, The bills were issued in denominations of five, ten, twenty,
fifty, one hundred, and five hundred dollars, to a total of
$8,895,000.6

On November 18, 1864, the Georgia governor had been once more em-
powered by the general assembly to make up any deficiencies in ap=-
propriations with treasury notes, and he again followed through with
his instructions. By March, 1865, a total of $1,700,000 had been is=-
sued, all in the denominations of five and fifty dollars. And in May,
1865, $70,000 in ten dollar bills, redeemable for Confederate notes on
December 25, 1865, came off the presses., This was the last paper money
to be produced by Georgia. Unlike most of the other states in the
former Gonfederacy, no further issue was ever printed during the period
of Reconstruction,

In 1864 authorization finally came in Georgia for the destruction
of state notes, when in November the treasurer was permitted to burn
any paper redeemed in accordance with the December 25, 1864, deadline,
as well as any other bill found unfit for circulation. When the troops
of the United States began to close in on the capital of Milledgeville,
and the government had to flee, the state treasury was permitted to re-
move from the area by action of the general assembly. In addition, the
state treasurer was authorized to burn any amount of the notes he
thought proper in order to reduce the great bulk. Because of this
blanket authority, there is no way of estimating the amount outstanding

at the end of the war.8
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But besides these monetary problems in Georgia, there was also the
question of change. On November 30, 1860, a suspension bill had been
passed over the governor's veto. Later, a requirement was added that
all suspended banks, after January 1, 1862, must issue small change
bills in the denominations of five, ten, twenty-five, and fifty cents.
On October 26, 1861, shinplasters were legalized, but had to be de-
stroyed as they were redeemed and not reissued. GChange bills were
later authorized for the city of Augusta and the Western and Atlantic
Railroad. The former was limited to $100,000 and the latter to
$200,000. On December 1, 1863, the banks were further required to is-
sue a seventy-five cent note in addition to the previously required
fractional amounts, as well as one, two, and three dollars.9

It would seem though that this did not satisfy fully the change
demand in Georgia. On December 5, 1862, the state entered the arena
with notes in the values of five, ten, fifteen, twenty, twenty-five,
fifty, and seventy-five cents as well as one, two, three, and four dol-
lars. A total of $1,000,000 could be printed and they were to be ex-
changed for bank, Confederate, or state notes but could be redeemed only
later for Confederate notes. By the end of 1863, an amount of bills
equal to $501,660 had come from the presses. On December 14, 1863, an-
other series of small change bills was granted, to the total of another
$1,000,000. Although they were to be issued under the same terms as
the others, it would seem that only denominations of fifty cents, plus
one, two, three, and four dollars were printed. And it also appears
that they continued to be printed in 1865, The amount printed in 1864
came to $809,782, and an additional $15,250 was produced in April,

1865. The total sum of change bills issued then came to $86l,532.10
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Georgia, therefore, provides an example of indiscriminate printing
of paper money by a Confederate state. Except for the change notes, no
limit was put on each issue when authorized. It is to Georgia's credit,
however, that it showed some restraint in printing paper money. Even
so, a total of $19,716,192 was printed, and this does not include the
state's bonds. There is little wonder that Georgia did not need to

print more money during Reconstruction.
North Carolina

An equally bad offender was North Carolina, which had committed
itself to a policy of paper money long before Confederate history began.
As late as June 30, 1823, the state was still redeeming and destroying
the currency it had issued in 1783 and 1785. And the next year came re=-
ports of the destruction of worn and redeemed North Carolina treasury
notes issued in 1814 and 1816, It is possible that the treasury notes
were not intended as a general circulating medium, but this does not
seem likely since some were worn by use., |

In keeping with this background, as soon as North Carolina joined
the Confederacy, it provided for paper money. On May 11, 1861, the
legislature voted $3,250,000 in treasury notes. Unfortunately, the
secession convention did not agree with the legislature. On June 28,
1861, it passed an ordinance which authorized $200,000 in change bills
of the values of ten, twenty-five, and fifty cents, redeemable on Janu-
ary 1, 1866, as well as $3,000,000 in six percent bonds, payable in one
year., This ordinance further abrogated and annulled the May 11, 1861,
act of the legislature. It also permitted the banks to suspend specie

payment, which the legislature had done on November 24, 1860, and
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allowed the banks to print notes of one, two, and two and one-half dol-
lar,values.12

The secession convention of North Carolina provided that the ordi-
nances it passed could be changed by the legislature, and that is what
happened on September 20, 186l. A total of $1,000,000 in state notes
in denominations of one and two dollars was authorized, and change bills
were issued with the addition of a five and twenty cent note added to
the list of those already authorized. Apparently both the May 11 law
and the June 28 ordinance were ignored in favor of this issuance. Both
of these types of notes appeared with October, 1861, dates printed on
them. When the secession convention met again, it amended the legisla-
ture's act, providing for $3,000,000 in treasury notes of five, ten,
twenty, fifty, one hundred, and two hundred dollar amounts, bearing six
percent interest. Principal and interest were payable at maturity and
the notes could be exchanged for six percent bonds. This ordinance was
passed on December 1, 1861, but on January 25, 1862, the secession con-
vention amended it to rescind the interest and provided that all the
remainder of the notes to be issued would be in denominations of five,
ten, and twenty dollars. 1In all, the denominations printed were five,
ten, twenty, fifty, and one hundred dollars. Some of the amounts above
twenty dollars may have come after a February 4, 1862, ordinance au-
thorized them. The final amendment to this ordinance came on February
26, 1862, when the sécession convention provided for funding the notes
in eight percent bonds or in six percent bonds, the latter being con=~
vertible into state treasury notes. This was done in order to achieve
acceptance of the bills by the banks.13

An additional $1, 500,000 was authorized by the February 26, 1862,
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North Carolina ordinance as well as another $1,000,000 in notes of ten,
twenty, twenty-five, and fifty cents, and one and two dollars. These
and the other notes could also be reissued by the state treasury any-
time they had been paid to the state. Thus a total of $5,500,000 had
been authorized, but only the change notes were redeemable on January 1,
1866, and the rest were due one year earlier. 1In an act of peace keep-
ing, both the September 18, 1861, act and the December 1, 1861, ordi-
‘nance and all issues of notes and bonds were ratified and confirmed.
The final ordinance of the secession convention dealing with money was
passed on May 12, 1862. It granted an additional $2,000,000 in five,
ten, and twenty dollar values as well as $20,000 worth of five and ten
cent notes. The total that could be printed came to $7,520,000.14
North Carolina was not slow in issuing this money, for in one month
alone, April, 1862, a total of $85,978 was printed in fractional notes
and $228,000 in the larger denominations. But very soon even more money
was needed by the state. On December 20, 1862, another $4,500,000 was
voted in the denominations of one, two, three, five, ten, twenty, and
fifty dollar, as well as five, ten, twenty-five, fifty, and seventy-
five cent values. All of these notes were payable on January 1, 1866,
as were most of the other issues. On December 12, 1863, another
$400,000 was printed in twenty-five and fifty cent bills. The final
authorization came on May 28, 1864, when another $3,000,000 was voted,
payable two years after the treaty of peace ending the war. This act,
however, was amended on December 14, 1864, to make these fundable on
January 1, 1876. Indeed, the December 14 law made all state treasury
notes that had been or would be issued fundable and payable on January

1, 1876, instead of January 1, 1866. And when they were redeemed. in
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1876, they could only be exchanged for coupon bonds which were not due
until January 1, 1896. Obviously the state needed more time to meet
its obligations. Although an additional $3,000,000 was authorized,
there is no evidence it was ever issued unless the sum was printed from
old plates. No bill has yet been found dated late enough for ;he
$3,000,000 issue.15

The ordinances produced a currency for North Carolina, but there
was continual need for state money for several reasons. The main cause
for this condition can be found in the fact that the state attempted to
keep close control over all of its economic and monetary affairs. 1In-
deed, the authorities even tried to pay their troops in the Confederate
Army with state treasury notes but failed. A committee was appointed to
look into this and found there were several explanations for this in-
ability to pay the troops with state money. When the banks in North
Carolina refused to accept the state bills, the secession convention
passed an ordinance making them fundable in eight percent bonds. This
was designed to make the bills a currency, but it also served to make
them command a premium in Richmond, Virginia. When the North Carolina
notes were delivered to the state paymaster in Virginia, they im=-
mediately found their way into the hands of brokers and speculators who
converted them. Bonds were then sold for Confederate Treasury notes at
par and a rapid profit was made. 1In this way the larger notes did not
readily circulate and greater and greater quantities were required. It
was also found that, except for purposes of conversion, Virginia mer-
chants tended to reject the North Carolina paper. Eventually the volume
of money issued by the state became quite large.

Confederate paper money soon flooded North Carolina. When it came
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time to convert old issues of Confederate notes to new in 1864, one pay-
master alone reported that he had $112,817 on hand by April 1, 1864, and
by August 23 had received another $2,550. When the banks had refused
in late 1861 to take North Carolina notes, state authorities first de-
bated forcing their acceptance under penalty of law, but this was
tabled when funding was considered. Slowly state bills gained intra-
state circulation alongside Confederate paper. Eventually there was so
much paper that the value began to decline. When that happened,
Governor Zebulon B. Vance started his own blockade~-running business for
the state. A ship was purchased and cotton was shipped to Europe, sold
for pounds sterling, and the proceeds used for purchasing supplies
which were then shipped back to North Carolina. Therefore, beginning
January 4, 1864, Vance was able to bypass the monetary problems en-
countered by the state.17

North Carolina overextended monetarily and could save itself only
by entering the blockade-running business. Well over $10,000,000 in
state treasury notes was issued and it took many years for these to be
liquidated. Probably because of this, North Carolina, like Georgia,
never issued a treasury note during the Reconstruction period; however,
the issuance of bonds by North Carolina during Reconstruction was

large.
Flogida

While Georgia and North Carolina exercised little control over
their monetary volume, Florida was much more orderly. Its issues were
small and it took time to exhaust each issuance. Like North Carolina,

Florida had conflicts between the legislature and the secession
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convention over the control of monetary policy. On February 14, 1861,
the general assembly of Florida authorized $500,000 in treasury notes,
with the stated denominations of one, two, three, four, five, ten,
twenty, fifty, and one hundred dollars. The notes were to be legal
tender for all payments to the state and were encouraged to circulate
as currency. Shinplasters were declared illegal and banks were forced
to accept Florida notes upon danger of having to remove from the state.
A debt limit of $1,000,000 was placed upon the state by this law, and
the total included treasury notes, bonds, and any other liabilities.
The secession convention, however, had other ideas. On April 26, 1861,
it passed an ordinance which authorized $500,000 in eight percent bonds,
payable in ten years, in lieu of the treasury notes voted by the Febru-
ary 14 act of the legislature. The bonds were printed but problems
arose concerning their sales, As John C. McGehee told the secession
convention on January 14, 1862, the bonds could not be fully marketed.
Obviously, something needed to be done.18

Apparently the legislature acted to correct this situation. The
first issue of Florida treasury notes, probably with the same $ 500,000
limit that had been set previously, appeared with the date of October
10, 1861. These notes bore the denominations of one, two, three, five,
ten, twenty, fifty, and one hundred dollars, with a possible five hun-
dred dollar bill., When the Confederate war tax was passed, Florida had
to find some means of paying it., The first idea, proposed in December,
1861, was to use Florida notes to pay its citizens the money owed to
them by the central government, and return a part of the Confederate
appropriation of $300,000 which was due to the state, but this plan was

defeated. Instead a general assembly bill was passed on December 16,
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1861, providing for an issue of $ 500,000 in treasury notes which would
be exchanged at the banks for Confederate bills. Any bank receiving
these Florida notes at par could suspend specie payment. These bills
were issued in 1862 and used at that time.19

On December 6, 1862, the Florida general assembly forced the gov-
ernor to issue the remaining'bills that had already been authorized and
use them, with at least $200,000 of these going to the relief of dis-
abled soldiers and their families. The reason for this action may have
been the proliferation of Confederate notes. Even in late 1861 the
quartermaster general of the state, H. V. Snell, had to use Confederate
paper money for purchases in Georgia because Florida notes did not pass
out of the state. But they still had a circulation within the state
and this required even more to be printed to meet state debts.20

The next issue of paper money in Confederate Florida was approved
on December 13, 1862, Originally the $300,000 authorized by this law
was to be divided among the denominations of one, two, three, five,
ten, twenty, fifty, and one hundred dollars, but an amendment made
$ 50,000 of this sum printable in fractional amounts. On November 30,
1863, a further amendment deleted the $50,000 in one hundred dollar
bills and changed it to one dollar bills and fractional amounts. When
the notes were issued there were no fifty or one hundred dollar values,,
and the fractionals were in the denominations of ten, twenty-five, and
fifty cents.21

The requirements of the poor in Florida again became a problem and
money was needed for their relief. On December 3, 1863, another
$300,000 issue of Florida notes was authorized for the relief of desti-

tute soldiers' families and other indigent individuals. These bills
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came from the printing presses in 1864. As can be expected, the high-
est face value issued was ten dollars. The final issue of notes came
when $350,000 was approved on December 7, 1864, to meet the wants of
the government, They were being issued in 1865 when the end of the war
called a halt to this activity.22

Even though suspension of specie payments was not allowed at
first, specie still began to disappear. When the Florida government
could not issue its own notes in the beginning of the war, it had to
borrow bank notes at rates as high as eight percent. Most state revenue
came from land sales, and only coin or solvent bank notes could be used
for these purchases. But on January 23, 1862, Gonfederate paper was
added to the list. As this and other state sources dried up, it led
John C. McGehee to comment on January 14, 1862, that it had become
necessary for the state to use credit for money. It had been on Decem-
ber 14, 1861, that specie suspension was approved until twelve months
after the end of the war, and some action was needed ‘on change bills,.
Attempts to legalize all shinplasters failed, but certain ones were al-
lowed by the general assembly. Pensacola, for example, was permitted,
on December 17, 1861, to print $25,000 in five, ten, twenty-five, and
fifty cent notes. But private change bills were produced without re-
gard to whether the state permitted it or not. All shinplasters were
finally outlawed on December 13, 1862, when the state issuance of small
change notes was authorized.23

As Confederate paper appeared more often in daily business affairs
within Florida attempts were made to assure its acceptance throughout
the state. One proposal was to have a law whereby any creditor who re-

fused either Confederate or Florida notes in payment of a debt would
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loose all the interest on the loan and could only recover the principal,
but this failed to pass the general assembly. Finally, a resolution was
passed on December 3, 1863, that if any man refused Gonfederate bills
and was exempt from military service, he would be impressed into the
armed forces immediately. As the war progressed, all paper money de-
clined in value, few Florida notes returned to the state treasury, and
the Confederate paper was used for all taxes and land sales. 1In 1864,
with the small total of only $1,103,622,.07 outstanding, even Florida
notes declined. The governor blamed the Confederate bills for dragging
down the value of Florida's notes. To remedy this, he urged the general
assembly to make only Florida paper receivable in payment of Florida
taxes. A bill providing for half of the state taxes to be paid with
state bills was proposed, but it never passed. On December 7, 1864,

the governor was empowered to sell all Confederate bonds and Treasury
notes on the best terms and use the money for state expenses.

By the end of the war, Florida's entire debt could not have ex-
ceeded $1,500,000. 1In this way it was the most orderly of all the
Eastern Confederate states and was commendable in its monetary en-
deavors. Even without a single large issue of bonds, the state was
still able to provide for its needy and its military forces, and it did
so at far less cost than any of the other states. Thus Florida could
have served as an example for all other Confederate states.

The Eastern states of the Confederacy varied slightly in their ap-
proaches to the monetary needs of the war, All except South Carolina
and Kentucky issued treasury notes, but depending on military necessity
- and the degree of control the states exercised over their affairs, the

volume of paper required by the note issuing states was anywhere from
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orderly to outrageous. Only Florida can be applauded for its monetary
control efforts, while Georgia and North Carolina, both of which tri;d
for strong restraint over all of their affairs, had the greatest debts.
North Carolina salvaged itself through blockade-running and a large is-
sue of bonds after the war. Georgia was also to place a strong reliance
on bonds after the war.

The Eastern Confederate states also show what happens with the use
of paper money unsecured except for faith in the states themselves.
All states either authorized or issued interest-bearing notes at first.
As long as these were small in volume, they seemed to be acceptable to
many people. When North Carolina's first notes were not backed by
bonds, they were usually not acceptable anywhere. After they were made
convertible into bonds, they became more valuable than Confederate paper
money and did not circulate outside of the state; only through over-
printing was intrastate circulation achieved. Mississippi's cotton
notes were also acceptable to the public because they were convertible
into cotton. But when states began redeeming their paper money with
Confederate bills alone, the monetary needs of the state governments
dictated the volume of notes outstanding must climb. Even Florida had
to resort to the printing press more ofter: in .the later part of the
war as the value of its bills declined. Beginning with the notes au-
thorized on December 13, 1862, Florida's bills contained the wording
that public lands of the state were pledged for their eventual redemp-
tion. Perhaps because of this, Florida's paper money declined com-
paratively little in wvalue.

The Eastern Gonfederate states also exhibited jealously between

the secession conventions and the state legislatures over control of
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monetary policy., In several states, these arguments led to the cancel-
lation of early series of notes voted by the legislatures in favor of
bond issues. But this conflict did not last for long. As Georgia's
Governor Brown wisely observed, it cost the Confederate state govern-
ments less to print their own currency than to borrow bank notes for
interest-bearing bonds. This consideration must have been of supreme

importance, for bond issues grew smaller as the volume of paper money

grew larger.
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CHAPTER VI

THE TRANS-MISSISSIPPI MONETARY SITUATION

The Trans-Mississippi Gonfederacy faced many of the same problems
as the Eastern states, but was blessed with one great benefit that the
rest of the Confederacy did not enjoy. Because these states were west
of the Mississippi River, they had an unobstructed land route to
Mexico and a foreign market. Arkansas, Louisiana, and Texas could all
make use of this advantage. Missouri could have and probably would
have, but the quick capture of the state by the forces of the United
States and the subsequent exile of the Confederate state government,
made its monetary history unique. Arkansas and Texas relied on treas-
ury warrants; Louisiana, on treasury notes; and Missouri, on bonds
that circulated. as currency. These Trans-Mississippi states were sim-
ilar yet different from the Eastern states, for all of them turned from
paper money to a reliance upon commodities and specie, and thereby

steered a different monetary course from the Eastern Gonfederacy.

Arkansas

The coming of secession, and later war, brought a grave problem
to Arkansas. Although most of the other states had been able to count
upon their banks for paper money, this state could not, because there
were: no banks in Arkansas prior to the war. The only money that could

be associated with the state and circulated in Arkansas before
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secession was known as swamp money scrip, authorized on January 6,
1851, by the legislature, This money represented one-quarter section
tracts of undeveloped swamp land and was transferable. Although there
was continual talk of retiring the scrip, it was kept alive from year
to year by legislative action, and on November 22, 1862, all of the
issue was revived once more. Obviously it was felt that there was a
need for it. The only other money circulating in the state prior to
1861 was specie and the bank notes of other states, particularly
Louisiana.

The Arkansas Secession Gonvention was the first to act in monetary
matters., On May ll, 1861, two ordinances were passed., The first
levied a tax of one-quarter of one percent on the value of all property
and appropriated all funds in the treasury, except the school fund, for
military purposes. The second voted a $2,000,000 issue of eight percent
coupon war bonds, with values from five to five hundred dollars, and per-
mitted the state treasurer to issue warrants, also bearing eight percent
interest, any. time he did not have enough funds in the treasury to pay
the auditor's warrants. The state treasury warrants were to be dated and
numbered and were to be paid according to the date and number; however,
these warrants were also receivable for payment of state debts at any
time. On June 1, 1861, the convention decided that no more than two-
thirds of any tax could be paid in state bonds, the coupons of these
bonds, or treasury warrants. The remainder of the tax was to be paid
in coin or overdue coupons. The same day, June 1, the denominations of
all treasury warrants were limited to five dollars and above. The way
was then open for the legislature to act.

Arkansas treasury warrants did not circulate well at first. North
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Carolina surmounted this problem by making its notes fundable in bonds,
but the Arkansas warrants already carried interest. On November 18,
1861, the legislature circumvented this annoyance by passing a law
which stated that any creditor who refused Arkansas treasury warrants
or Confederate Treasury notes and bonds in payment could take no fur-
ther action to collect the money due until two years after the end of
the war. The same day the legislature declared that any bank note could
circulate within the state, but shinplasters "or other irresponsible
paper' were not allowed.3 In order to supply the need for small de-
nominations, the June 1, 1861, ordinance fixing five dollars as the
smallest value warrant, was repealed on November 18, 1861, and non-
interest bearing notes of one, two, and three dollars face value were
authorized. Four days prior to this action, the requirement that one-
third of all taxes be paid in specie or overdue coupons had also been
repealed, and Confederate paper was allowed in payment of all sums owed
to the state.4

Like all the other states, Arkansas also had to face the problem
of the Confederate War Tax. On November 18, 1861, it was proposed to
pay this by cancelling as much of the debt the central authorities owed
to Arkansas as was required to meet the payment, but this plan was re-
jected. On March 21, 1862, it was decided to pay the tax by having the
state treasurer pay it with warrants bearing eight percent interest.
If the central government refused this offer, then Governor Henry M.
Rector was empowered to dispose of these, at the best terms possible,
and use Confederate bills in settlement of the tax. A total of
$650,000 was then appropriated for this purpose on March 22, 1862,

Rector had to sell these warrants because the answer by the Confederate
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authorities was that the tax must be paid either in specie or Confeder-
ate Treasury notes.

As the needs of Arkansas continued to mount, the interest-bearing
warrants became less and less attractive to state officials. On No-
vember 21, 1862, this provision was deleted and from then on the war-
rants were non-interest bearing. Confederate paper became more
accepted in the state and circulated widely. On December 1, 1862, the
collection of any and all taxes, except those due for 1861, was sus-
pended until further notice. That same day fractional notes, in the
denomination of twenty-five and fifty cents, as well as the one, two,
three, and five dollars previously authorized, were permitted to be
paid out on demand. This law was to take effect on December 15, 1862.
On October 1, 1864, the final step towards a state currency was taken
when the treasurer was empowered to reissue non-interest bills for the
amount of principal and interest of deposited interest-bearing war-
rants,

Shinplasters contrary to law and county scrip were circulating in
Arkansas, but there still must have been need for fractional notes.
None of the state change bills, however, have survived the passage of
time. Either they were never issued, or the quantities were so small
that they have disappeared. The latter would seem more likely, as
every other state that authorized change bills had a large demand for
them. It may be that the county scrip and suspension of taxes dried up
demand, but this does not appear reasonable. In all probability the
twenty=-five and fifty cents state change notes existed. The suspension
of taxes would have forced the state to use some form of small change

to meet its own requirements.
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By September, 1863, one man living in southwestern Arkansas com-
mented that only Confederate notes were in circulation in that area.
In October, 1864, the state passed a law forcing county treasurers to
accept Confederate notes as well as state and county paper. Thus Con-
federate paper money was slowly supplanting all other currency within
Arkansas. When the time came to convert the old Confederate issues,
the state depositor, Edward Cross, informed Governor Harris Flanagin
that the paper was being presented daily and that considerable amounts
were being funded in bonds.8

But in 1864, the state of Arkansas was slowly moving away from its
total reliance on paper money. No Arkansas treasury warrant has been
found dated later than 1863, and state officials were looking to other
means of helping their citizens. Cotton and wool cards were necessary
to convert raw products into a form more easily made into fabric, for
clothing was desperately needed by the people. On October 1, 1864, a
total of $35,000 in specie was appropriated by the legislature to pay
for cotton and wool cards and medicines to distribute to the families
of soldiers. Governor Flanagin, however, was also investigating the
possibilities of setting up machines to manufacture cotton and wool
cards rather than buying them. Governor Henry W. Allen of Louisiana
advised him that it would take four months to set up the machines and
urged him to purchase them at Memphis, Tennessee, instead. But Flana-
gin went ahead with his plans even though he ran into problems. The
specie appropriation was needed because Governor Flanagin's agent, H. H.
Carter, advised him that the old Treasury note issues would not buy

anything in the places he went. Thus Arkansas came to rely more on
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specie and commodities, while paper money lost value and favor. Ef-
forts to force acceptance of currency seemed to have worked only for a

while.

Louisiana

The state of Louisiana would cling to paper money for a longer
period of time, but even this area eventually turned its back on it.
Perhaps this was because some of the state was located east of the Mis-
sissippi River, but by the end of 1862 most of this section had been
lost to invasion by forces of the United States. Louisiana state au-
thorities had found themselves in an enviable position during most of
1861, for the state was blessed with an abundance of specie, and the
banks were required to redeem their notes for coin whenever people re-
quested it. The port of New Orleans, a main trade area for decades
before 1861, provided a vast amount of wealth for the state, and the
notes of the city's banks enjoyed wide circulation and were highly fa-
vored by many people. 1If it were not for the fact that fighting came
early to the state, it might have made it through the entire war with-
out issuing paper money.

There was enough money in Louisiana so that the secession conven-
tion could generously transfer its bullion fund and all its customs re=-
ceipts, a total of $536,787.72, to the Confederate government. Most,
if not all of this sum, was probably in specie. The reason for this
superabundance of specie may be found in the banking laws of the state.
Even as late as March 27, 1861, an ordinance of the secession conven-
tion required new banks to have two-thirds of their capital in coin

before they could begin operations, and the rest must be made up in the
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first year of business. No bank note lower than ten dollars could be
issued, and the total outstanding could not exceed three-fourths of the
bank's paid capital. With this ordinance, the secession convention
ended its concern with money.lo |

The Louisiana legislature was also delving into the problem of
state finances. On March 20, 1861, the governor was instructed to bor-
row $300,000 in specie or bank notes from the banks, provided it could
be done without interest; the money was to be repaid out of the state's
revenues for 186l. The money was soon loaned, with the Citizens Bank
at Opelousas and similar institutions joining in the effort. But the
situation in early 186l did not continue to be as favorable for the re-
mainder of the year. Specie and bank notes were beginning to be with-
drawn and times got harder. By May one woman, Kate Stone, was com=
plaining that her brother, William R. Stone, found.it difficult to
raise enough money to keep their upper Louisiana plantation open. He
finally obtained the money by pledging cotton at a bank in New Orleans.
By July it was becoming difficult to even break a ten dollar bill in
the city of New Orleans. To make matters worse, Governor Moore urged
the banks in Louisiana to suspend specie payment on September 18, 1861,
an action that the legislature legalized on January 20, 1862. No longer
could the public obtain specie until twelve months after the war, but
the banks could loan coin to both the state and central governments.
In New Orleans there was a dearth of silver money by September 22 and
no specie at all by November 2.11

With suspension of specie payments in Louisiana came a number of
remedies for the shortage of change. Shinplasters, omnibus tickets,

and all manner of other items were pressed into service., Rising prices
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were also noticeable inside and outside of New Orleans. Even as early
as September 28, 1861, there were complaints that prices were ex-
orbitantly high, and by November a bar of soap, which had cost twenty
cents before the crises, was selling for one dollar., On January 20,
1862, banks were allowed to print bills under the denomination of five
dollars, but the state did not act for some time after that.12

Also in January, 1862, the Louisiana legislature authorized
$7,000,000 of eight percent bonds, payable in three to ten years, or
non-interest bearing treasury notes. Both of these were to be sold
for New Orleans bank notes or Confederate bills. The bonds were sold,
but, for the most part, only until the treasury notes were ready; they
were delivered by April, 1862, and used immediately. A safe estimate
of the total amount of notes issued in this first authorization is
$4,000,000. They were needed because, on January 23, 1862, the col-
lection of all taxes was suspended. The same day Confederate notes
were made receivable for all amounts owed to the state and local govern-
ments.

A hard blow was dealt to Louisiana by the loss of New Orleans in
April, 1862. On April 29, 1862, a notice appeared in New Orleans news-
papers urging all shops to remain open and receive any ordinary cur-
rency. The people who wished to divest themselves of GConfederate bills
were instructed to take them to the Committee of Public Safety where
they would be exchanged for City of New Orleans bills. The committee
was also responsible for issuing a list of corporations and cities that
had issued change notes which were considered sound. Memminger saw to
it that some of the banks' specie was removed before the city fell, and

Governor Moore helped supervise the removal of the rest. Only
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Confederate paper was left in New Orleans, and Major General Benjamin
F. Butler had the Confederate government accounts seized. He later
dispatched the total confiscated to the Secretary of the Treasury in
Washington, D. C.14

More money was then required by Louisia