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PENNSYLVANIA:S
FIRST NOTES

BENEFITED
THE COMMONER

The principal difficulty regarding money in the colonies
was not solely that of scarcity of specie. It was also a
scarcity of working capital available for new enterprises and
expansion of existing ones. Through the error of confusing
monetary with fiscal functions of the government, it was
widely held that paper money could be successfully used in
lieu of specie. This is true only if there are stable reserves to
secure and redeem notes in circulation—reserves that will
not fluctuate in value, as would the proposed use of farm
land, produce, etc.

But the basis upon which notes were issued was wholely
unstable; values of commodities used as security varied
from community to community, as well as from season to
season, thus causing the notes to be discounted despite
legislative efforts to stabilize such values on frequent
occasions. The many inconveniences of this method of
securing the notes led to the popular belief that commerce
and trade were in a serious state.

The mistake was also made of allowing the amount in
bills of credit to be determined by the shortage of fiscal
income. This involved giving up the means of borrowing by
loans at interest in the form of long-term bonds, and
substituting the form of borrowing by bills of credit used as
money payable on demand, and for which, means of
redemption, by keeping the bills of credit at par value, was
disregarded. Instead, taxes to be paid in the future were

levied as the means of retiring the current issue of bills then
in circulation. The result was that immediate redemption,
the only means of keeping the promises to pay at par, was
displaced by a doubtful, uncertain, eventual redemption;
and worst of all, not by a redemption in a fixed metallic
standard, but usually in commodities which would
naturally fluctuate in value, or by a new emission in bills.

Public bills of credit were issued to meet the fiscal
emergencies such as wars, or even the ordinary day by day

expenses of maintaining a government. They were issued to
cover loans to individuals, often used as a means of
providing additional currency; and also, to provide the
opportunity for expansion of the amount of money in
circulation when worn or matured notes were to be
replaced. None of these reasons was of a strictly monetary
nature, independent of fiscal needs, and there was no
chance for the establishment and maintenance of a proper
medium of exchange, redeemable in a metallic standard.
The issuing of bills in the form of loans to individuals was a
particularly serious evil of the haphazard system, for the
borrowers were usually unable to borrow elsewhere, or they
secured their loans through political influence at low rates,
only to lend them out again at higher rates.
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Furthermore, there was constant pressure to encourage
postponement of retiring the bills as the maturity dates
approached, thus tending to lower their value. The habit
then arose, as a natural consequence, of filling the gap
caused by the eventual retirement of the bills at maturity
with a new and larger issue. Pennsylvania, with her sister
colonies, was seeking a medium of exchange through fiscal
methods. The amounts outstanding at any one time had no
relation whatever to the needs of trade, and as the total
amount increased beyond the ability of the colony to
redeem them, they inevitably depreciated in value, which
resulted in lower and lower purchasing power.

On a petition of the freeholders and inhabitants of
Philadelphia, the Assemblymen chosen for office in 1722
turned their attention once again to the paper money
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question, although opponents urged instead that the values
of current specie be raised and its exportation prohibited. A
paper was read before the Assembly on the many dangers
of paper and of the necessity of establishing the bills of
credit on a basis whereby they would be on a par with
specie, and the notes should not be issued on any easier
terms than gold or silver would be loaned.

Governor Keith wrote to the Speaker offering his
assistance to any committee working on the subject and
remarked that this type of credit and the experience and
practice of the greatest banks in Europe was to issue such
bills at something below the usual rates of interest, the
difference being a premium given by the public to
encourage their circulation. He believed that half the value
of land and one-third the value of a house, or of a personal
estate, and nearly all of the principal of a ground rent,
could safely be loaned, whereas if too great security was
demanded, it would frustrate the design of relieving many
persons of little means.

On January 2, 1723, a new petition was placed before
the Assembly, from several merchants and others, stating
"that they were sensibly aggrieved in their estates and
dealings to the great loss and growing ruin to themselves,
and the evident decay of the province in general, for want
of a medium to buy and sell with," and pleading for a
proper paper currency to be established. On Jan. 8, the
House resolved "that it was necessary that a quantity of
paper money, founded on a good scheme, should be struck
and imprinted." Also on January 2, a petition was
circulated among the residents of Chester County against
the creation of paper money, advocating instead the use of
produce. Others from Chester and Bucks counties united in
favor of the paper, and the proposals were referred to the
committee on grievances.

After much discussion and numerous votes, the plan was
accepted in its final form, and on March 2, 1723, the first
authorization of Pennsylvania paper money was formally
passed in an "Act For Emitting and Making Current £
15,000 in Bills of Credit." The bills were to be legal tender
for eight years, when the province was to redeem them, and
were to be in denominations from one to twenty shillings.

The actual notes were dated April 2, 1723, and it was
sincerely hoped that such a modest amount would retain its
value, despite the fact that the notes of the New England
colonies and South Carolina were already being gradually
depreciated as they circulated.

The same day that the Legislature enacted the money
bill wherein the interest rate was established at 5%, interest
on debts between individuals was reduced from 8% to 6%,
and the penalty for usury being forfeiture of the debt to be
divided equally between the governor for support of the
government and the informer. Also supplemental to the
original act, another act was passed on March 30, 1723,
whereby the government ordered that Spanish pistoles and
other gold coins should pass at no other rate than 2 pence
and 3 farthings per grain, or £ 5 10 sh. per ounce.

Two difficulties had escaped the notice of the Assembly
after the act was passed, which stated that real estate
mortgaged should be clear of "incumbrances," and that the
applicant for a loan should take an oath as to value,
ownership and clear title. All land in Pennsylvania, except a

few released pieces, was subject to the Proprietary quit
rent, which might be considered an encumbrance.
Secondly, those Quakers who were in the class which the
act was designed to help, refused to take the legal oath
mentioning God. Accordingly, a supplemental act was
passed correcting these oversights.

Relative to the existing economic conditions, Keith
observed, "It is inconceivable to think what a prodigious
good Effect immediately ensured ... The Shipping from
the West of England, Scotland and Ireland, which just
before used to be detain'd five, six & sometimes nine
Months in the Country, before they could get in the Debts
due to them & loaned, were now dispatch'd in a Month or
six Weeks at farthest. The poor middling People, who had
any Lands ... paid off their usurious creditors . . . lawful
interest was at this time reduced from eight to six per Cent
by which means the Town was soon filled with People, &
Business all over the Province increased at a great rate. The
few rich Men ... were obliged to build Ships, & launch out
again into Trade, in order to convert their Paper Riches into
solid Wealth; & for some Years, while the Province
continued to have only a moderate Sum in Paper Money on
foot, it kept an Equality with Spanish Silver & Gold, or did
not fall above five per Cent, for as Lands there generally
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rise in their Values, & are in Continual Demand, the
Security was unquestionably as good, if not better, than
any that is given in Europe for Paper; & this most useful
Scheme was not attended with any other ungrateful
Consequence, but the removal of a Governor who, contrary
to the Sentiments & private Interest of a few rich Men in
that Place, had passed it into a Law ... "

Further efforts to stimulate trade were made by the
Assembly in May, 1723, when existing duties of 3 pence
per gallon on wine, rum, brandy, spirits, molasses, cider,
hops and flax importations, were reduced to 2d., and ld.
per gallon on rum. Molasses, if "imported in any ship or
vessel built or that hereafter shall be built in this province,
shall be duty free." Added encouragement of a 15%
discount was given to such importers if they would pay the
duties in either silver or gold. Import duties were also
reduced for those who decided to settle permanently in
Pennsylvania, when goods and servants were brought into
the colony.

From all appearances, indications pointed to an apparent
immediate blessing resulting from the meager amount of
paper money created. It was readily accepted by all except

Paper Money

the wealthy inhabitants, whose complaints over expansion
of credit were over-ruled by the great majority.

According to the Act for printing the £ 15,000, notes
were to be struck as follows: "to wit, six thousand bills of
twenty shillings each; four thousand bills of fifteen shillings
value each; six thousand bills of ten shillings value each; six
thousand bills of five shillings value each; four thousand
bills of two shillings six pence value each; six thousand bills
of two shillings value each; and eight thousand bills of one
shilling value each. Upon which bills shall be impressed
upon the left side of the said bills, about the middle of the
side, the arms of Pennsylvania." The law further stated that
the bills "shall be signed and numbered by Charles Read,
Francis Rawle, Benjamin Vining and Anthony Morris, or
the major part of them."

Those who constituted the trustees of the general loan
office, and who were to give receipts for all such bills
received by them were; Samuel Carpenter, Jeremiah
Langhorne, William Fishbourn and Nathaniel Newlin.

The note herein illustrated was in the collection of the
late F.C.C. Boyd.

(All rights reserved by author.)

BANKING IN FRONTIER IOWA 1836-1865. By Erling A.
Erickson. 180 pages, illustrated. Iowa State University
Press, $7.50.

In 1833 the United States government opened the Black
Hawk Purchase to the public for settlement. Within three
years the population in that area increased from 50 to
10,581.

That growth in the Iowa District was accomplished
without benefit of land system, government or uniform
paper currency. At that time, "claim clubs" and people's
courts sufficed in dealing with matters of land and justice.
Not so easily solved, however, were the problems caused by
the absence of a standard paper currency. This deficiency
was an impediment to the development of trade, agriculture
and commerce—and certainly confused the common citizen
in his everyday affairs.

Presented in this book is the story of Iowa's strivings to
create a satisfactory paper currency prior to the
establishment of a national banking system. Iowa, like all
American states, was essentially left to fend for itself in
monetary matters. Her efforts to meet the demand for a
sound and flexible currency would involve three decades of
experimentation with several different banking systems—
and not just a bit of chaos. BANKING IN FRONTIER
IOWA 1836-1865 relates the happenings of those years in
Iowa's history, at the same time giving insight into the
development of banking across the nation. Intriguing—and
often underhanded— methods by which early banks tried to
expand note issue beyond legal limits are described in
detail. It explains the practice of bill shaving or discounting
of other bank's notes and discusses the character of the
political factions and their influence on banking.

Iowa employed various systems to achieve a viable
monetary system, including (1) the specially chartered bank
of issue, The Miners' Bank of Dubuque, with its abbreviated
life and questionable reputation; (2) an unauthorized, but
apparently legal, system of private banks in the late 1840s
through 1860s that could not issue notes but could
discount them; (3) the State Bank of Iowa that despite its

name was privately owned and operated and which created
Iowa's soundest paper money; and (4) free banking, a
system not used by capitalists because of its stringent
regulations. In addition, the book tells of the period 1846-
1857 when the state, following the hard money policy,
attempted to solve its monetary problems by prohibiting
all banks of issue.

This history of Iowa banking is concluded in 1865 with
the development of nationally chartered banks of issue.

Available directly from Iowa State University Press,
Ames, Iowa 50010. Order book No. 0160.

Technicolor Brings Green

The combination of a popular type note, outstanding
condition and a super low serial number resulted in a
record-setting bid of $4,000 for this 1905 $20
"Technicolor" Gold Certificate (Fr. 1180) in gem CU
condition in Stack's Nov. 18-20 auction. From the second
sheet printed, with serial number 8, the note was described
by the catalogers as "easily the finest we have ever seen!"
Current Friedberg catalog value for a new specimen is
$1,650.
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