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Paper Money

With the outbreak of the Civil War, the infant
government of the Confederate States of America found it
necessary to immediately establish a Treasury Department
and produce a national currency to finance the war effort.
As Secretary of the Treasury, it was Curtiss G.
Memminger's task to develop the financial policy, establish
a financial structure for the Confederacy and convince the
public that the Treasury Department would stand behind
its policy in reality, that if Treasury policy was to succeed,
it had to consider public confidence as its basic foundation.

While the ultimate outcome to the war was being
decided on the fields of battle, events in the Congress and
Cabinet contributed to the loss of the war as a result of
their failure to establish an adequate financial program.

Memminger's task was an impossible one. He was called
upon to convert the non-liquid capital of an agrarian
economy—primarily land, slaves, and one season's crop of
cotton—into an immense fund of cash and credit to wage a

Central Bank of Alabama, requesting a line of credit for the
Confederate Treasury, based upon the personal obligation
of the Secretary.

At the suggestion of Seccretary Memminger, a
convention of bankers was held in Atlanta, Georgia, on
June 3, 1861. The object of this meeting was expressed in
the final resolution which recommended that all Southern
banks accept the soon-to-be issued Treasury notes in
payment of all dues. In a circular to the various banks dated
June 17, 1861, Memminger assured the bankers that the
notes would be safeguarded by an early levy of a direct tax
and also would be fundable in 8% bonds to prevent any
depreciation.

Until the first Confederate Treasury notes could be
printed and circulated, Memminger called on the bankers
for a temporary loan of their banknotes to fill the need for
small denominations of currency. On May 28, 1861,
Memminger proposed that the $1,000 and $500

total war for an undetermined period of time. To
compound this challenge, his government possessed neither
a standing army nor the supplies to outfit the army that
would ultimately be called to action. In the opinion of
many historians, Memminger's lack of foresight was
compounded by the fiscal ineptitude of the Congress and
the financial conservatism of the Southern people.

To better illustrate the limited resources with which the
Confederacy began its operations, reference is made to the
first requisition on the Confederate Treasury. On the
morning of February 19, 1861, Captain Deas, formerly of
the United States Army, arrived at the office of Secretary
Memminger and advised Henry D. Capers, private secretary
to Memminger, that "I have been instructed, sir, by the
President, whose letter of introduction to the Secretary I
have handed to you, to provide blankets and rations for one
hundred men, who have reported to him for duty in the
Army. I want the money, sir, to carry out the instructions
of the President." In reply, Capers drew a lean purse from
his pocket and opened it, stating, "I have been on a
considerable frolic in Montgomery for the past two weeks,
and my finances at this moment are somewhat demoralized.
This, Captain, is all the money that I will certify as being in
the Confederate Treasury at this moment." This
embarrassing predicament was ultimately resolved by a
note from Memminger to Mr. Know, President of the

Confederate notes be deposited as security and that interest
be paid on the notes at the rate of 3.65%. The actual
interest paid for the use of banknotes was, at least in the
case of the Bank of Clarendon, 6%. With the issuance of the
first emergency lithographic issues, numerous complaints
were lodged about their inferior quality and resultant
susceptibility to counterfeiting. In October, 1861, the
banks offered a second loan of their notes at 5% interest
until the engraved notes were ready for circulation; a total
loan of $10,602,134 provided temporary relief to the
already overextended Confederate Treasury.

In his initial review of the financial situation, Secretary
Memminger found that, in the period from 1852-1858, the
circulating currency and deposits in the seven Confederate
States where banks were located amounted to $85,000,000
with a total coinage of $18,500,000 on hand. There was
estimated to be another $200,000,000 on interest outside
of the banks, whose capital amounted to $85,000,000. The
Secretary thus reasoned that the Confederacy could easily
sustain $100,000,000 of Treasury notes, especially if a large
portion of the interest-bearing notes were treated as an
investment by the citizens and withdrawn from circulation.
Their use as money was expected to increase their value by
one-half and therefore Memminger reasoned that a
maximum of $150,000,000 in Treasury notes could be
safely absorbed.
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The Provisional Congress, in its first session, enacted a
system of measures designed to produce revenues from
direct taxes and duties. All officers who held any position
connected with the collection of customs, duties and
imposts, as well as assistant treasurers entrusted with the
custody of monies collected from customs, duties, and
imposts remained in office with the same powers and
subject to the same duties. The tariff laws of the United
States were continued in force until the Congress could
find time to alter them. Finally, the duty-free list was
enlarged to include many articles necessary to the
Southern lifestyle. Additional ports and places of entry
were established, restrictive laws were repealed, foreign
vessels were admitted to the coast, a lower rate of duties
was imposed on a number of enumerated articles, and an
export duty of one-eighth of one cent per pound was
imposed on all cotton exported in the raw state.

In May, 1861, the second session of the Provisional
Congress enacted a complete tariff law with a lower scale of
duties than had previously existed. On August 19, 1861, a
war tax of fifty cents on each hundred dollars of certain
classes of property was levied for the special purpose of
paying the principal and interest of the public debt and of
supporting the Government. The different classes of taxable
property were: Real estate of all kinds; slaves; merchandise;
bank-stocks; railroad and other corporation stocks; money
at interest, or invested by individuals to purchase bills,
notes, and other securities for money, except the bonds of
the Confederate States, and cash on hand or on deposit;
cattle, horses, and mules; gold watches, gold and silver
plate, pianos, and pleasure-carriages. The popular aversion
to internal taxation by the Confederate Government was
so strong that, within the first six months, only in
Mississippi, South Carolina and Texas were the taxes
actually collected from the people. The quotas of the
remaining states were raised by issuing either bonds or State
Treasury notes.

The financial system which had been adopted out of
necessity proved adequate to supply, in most cases, the
wants of the Government and the people during this early
period. In the opinion of Jefferson Davis, the first signs of
trouble appeared as an unexpected and very large increase
of expenditures resulting from the expansion of the
military. It is essential to a complete understanding of the
financial situation that the reader understands that both
Davis and Memminger were in full agreement that the
conflict would be brief at best. Their reason for this belief
is found in the declaration of right upon which the
seccession movement was based. Granting the right,
seccession was beleved by some to be a peaceful remedy for
the wrongs which the Southern States had so long endured.
It never entered into the minds of the very large majority of
the Southern Democrats (and was only entertained by a
minority of the North, called "Northern Democrats") that
the States did not have the right to resume their sovereignty
at their pleasure. With this sentiment so widespread, it is
easier to understand why the Provisional Congress of the
Confederate States made no further provision for the
exigencies of the revolution than was necessary to maintain
the Government on the basis of a peace establishment.

Having briefly introduced the initial revenue-producing
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efforts of the Provisional Congress, it is essential to turn
now to a discussion of the over-all ineffectiveness of the
above measures. The total expenditures of the first year,
which ended on February 1, 1862, amounted to $175
million. By August 1, 1862, total expenditures had soared
to $347 million while receipts totalled only $302 million,
leaving a deficit of nearly $45 million.

A cursory review of Table 1 will reveal the dramatic
impact of military expenditures on the total budget of the
Confederate States of America even in this relatively early
period of the war.

TABLE 1

EXPENDITURES AND RECEIPTS TO AUGUST 1, 1862

Expenditures: War Department 	  $298,376,549.41
Navy Department 	 14  605,777.86

Civil and Miscellaneous 	 15  766 503.43

Total 	  $328,748,830.70
Outstanding Requisitions 	 18,524,128.13 

Total Expenditures 	  $347,272,958.85
Total Receipts 	 302,482,096.60 

Deficient Treasury Notes Authoirzed 	  16,755,165.00
Deficient Treasury Notes To Be Provided 	 28,035,697.25 

Total Deficit 	  $44,790,862.25

SOURCE: Jefferson Davis, Rise and Fall of the Confederate
Government, Ed. Thomas Yoseldorf (New York, 1958), p. 485.

Having established the confederacy's dire need for
revenues, it is important to explain why taxation was not
utilized more effectively to maintain the Government.
While the Provisional Constitution placed no restrictions on
Congress in levying taxes except that "all duties, imposts,
and excises should be uniform throughout the States of the
Confederacy," the permanent Constitution provided that
"representatives and direct taxes shall be apportioned
among the several States according to their respective
numbers, which shall be determined by adding the whole
number of free persons—including those bound to service
for a term of years, and, excluding Indians not taxed—and
three-fifths of all slaves." In the opinion of Jefferson
Davis, taxes on land and slaves were viewed both by the
Constitution of the United States (essentially the model for
the Confederate Constitution) and the permanent
Constitution as direct taxes. The Constitution further
required a census within three years after the first meeting
of Congress and ordered that "no capitation or other direct
tax shall be laid, unless in proportion to the census or
enumeration hereinbefore directed to be taken." The
Congress, by failing to utilize direct taxes until the census
was completed, doomed the Confederacy to a policy of
financing the war through the power of the printing press
and, ultimately, rampant inflation and economic chaos.

Early in July, 1861, as a lengthy war appeared more
certain, it became necessary to devise a financial system on
a basis sufficiently large for the vast proportions of the
conflict. The financial plan adopted was based on the
theory of issuing Treasury notes, convertible at the pleasure
of the holder into eight per cent bonds, with the interest



REP Erkfactal IN P,I.V "OAT OPALL ES E 	 LIT EX PORT IR.; T ES ,

Page 160
	 Paper Money

SECOND ISSUE, JULY 25, 1861 — Printed by Hoyer & Ludwig, Richmond. Note is fundable in Confederate
States Stock bearing 8°7o interest.

payable in coin. It was assumed that any tendency to
depreciation which might arise from the overissue of the
currency would be checked by the constant exercise of the
holder's right to fund the notes at a liberal interest, payable
in specie. As Jefferson Davis later remarked, the success of
this system depended on the ability of the Government to
pay the interest in specie. While the initial interest
paments were made from a reserve of coin existing in the
country, the effects of the embargo were soon felt and, as
the initial supply of specie was depleted and could not be
replenished through foreign trade, resulted in a premium
for specie and a discount on Confederate notes. Reference
to Table 2 will provide insight into the progressive
worsening of this condition.

In his report of March 14, 1862, Memminger recognized
the issuance of paper money as the most dangerous of all
methods of raising money and accurately described the
deplorable possibilities which were realized in less than two
years. However, expenditures for the next nine months

were estimated at $215,000,000, and the only practical
thing to do was to request authroization for an additional
$50,000,000 in notes, increasing the limit to $200,000,000.
While this increase in currency was not dangerous in itself,
the tendency to finance expenditures with notes would
ultimately destroy all faith in the national currency.

By June, the situation was critical, with only a few
million dollars of notes remaining unissued of the
prescribed $200,000,000. In his special report to President
Davis on June 7, 1862, Secretary Memminger insisted that
in the event that calls for Confederate currency should
exceed the amount then authorized by Congress, interest-
bearing notes should be substituted for the millions of
bonds which had lost their appeal. Specifically, Memminger
intended to issue $100 notes, bearing interest at the rate of
two cents a day, to exchange them for notes of smaller
denominations; within two months, the banks of Savannah
and Charleston had exchanged $23,000,000 in notes.

The second session of the First Congress -placed the

THIRD ISSUE, SEPTEMBER 2, 1861 — Printed by Southern Bank Note Company. Inscription states
. . will pay Fifty Dollars to bearer with interest at half cent pr day."
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FOURTH ISSUE, 1862 — Engraved by Keatinge & Ball, Columbia, S.C. This note states that the CSA will pay
the bearer on demand One Hundred Dollars with interest at two cents per day.

final seal of approval on the program of printing
government paper in response to every claim on its
creditors. The Act of September 23, 1862, first authorized
an additional $50,000,000 in currency and then eliminated
the limit of $250,000,000 by authorizing notes to be put
forth in such amounts as were needed to meet
appropriations. President Davis, in his message of August
19, 1862, favored giving the people what they wanted—
notes instead of bonds—saying that the accumulated debt
was insignificant when compared with the magnitude of the
war.

New appropriations for the last quarter of 1862 reached
$150,000,000. To meet these appropriations, the
government printing presses produced a monthly increase
of $40,000,000 in notes. In fact, by January 1, 1863, the
total circulation amounted to $290,000,000 in general
currency and $120,000,000 in interest-bearing notes for a
total of $410,000,000. This represented a three-fold
increase in Treasury notes over the past ten months as

compared to the total circulation during the one year of the
Provisional Government. The problem submitted by the
Secretary to Congress was to reduce the volume of Treasury
notes from $450,000,000 to $150,000,000. The Act of
March 23, 1863, limited the issue of notes to $50,000,000
a month and contained refunding provisions which
established the new policy for the withdrawal of the
excessive issues of currency.

Recognition of the inadequacy of the Tax Act of 1863
finally brought sentiment around in favor of a direct tax. In
his report to the fourth session of the First Congress on
December 7, 1863, Memminger said that the necessities of
the situation no longer allowed the strict interpretation of
the Constitution; i.e., waiting for the census before levying
a direct tax. President Davis joined Memminger in asking
for a property tax of 5% on an estimated tax base of
$3,000,000,000 of property which, after allowing 20% for
evasions, expenses and contingencies, was expected to
yield $120,000,000. Half of this sum was to go for supplies

FIFTH ISSUE, DECEMBER 2, 1862 — Engraved by Keatinge & Ball, Columbia, S.C. Printed by B. Duncan.
Refundable in stocks or bonds of the Confederate States.



1861 	 1862 1863 1864 	 1865
January $1.25 $3.00 $20.00 to 20.50 	 $45 to 60
February 1.25 4.00 22.50 to 25.00 	 45 to 65
March 1.30 5.00 23.00 to 24.50 	 70 to 60
April ....	 1.40 5.50 22.00 to 23.00 	 60.00
May $1.10 	 1.50 5.50 18.00 to 21.00
June 1.10 	 1.50 7 to 8 17.00 to 19.00
July 1.00	 1.50 9.00 20.00 to 23.00
August 1.10	 1.50 12 to 13 22.50 to 25.00
September 1.10	 2.50 12 to 13 22.50 to 27.50
October 1.15 	 2.50 14.00 26.00 to 27.00
November 1.15	 3.00 15 to 17 27.50 to 33.50
December 1.20	 3.00 18 to 20 34.00 to 49.00

SOURCE: Richard C. Todd, Confederate Finance (Athens, Ga.,
1954), p. 198.
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SIXTH ISSUE, APRIL 6, 1863 - Engraved by Keatinge & Ball, Columbia, S.C. Fundable in stock and bonds
of the CSA. Receivable in payment of all dues except export duties.

and half to sustain a new issue of bonds designed to
consolidate the public debt. The bill was passed on
February 17, 1864, along with the Currency Act and
Compulsory Funding.

When Congress met on December 7, 1.863, it was
estimated that almost one and a half billion dollars must be
provided for outstanding appropriations and estimated
expenses through July 1, 1864. The Treasury Department
felt that, by retiring $500,000,000 in notes, prices would
return to normal and the expenditures for 1864 would only
require $400,000,000. A new loan of one billion dollars,
payable in twenty years at 6% interest, was introduced with
a dual purpose: $500,000,000 was devoted to the funding
of the excess notes, and $500,000,000 was sold to purchase
supplies and consolidate the debt already funded.

Government expenditures for the first two quarters of
1864 decreased at least partially because requisitions were
held back for the new note issue. Expenditures for the last
nine months of 1864 equalled $608,000,000 while receipts

TABLE 2

AVERAGE VALUE OF ONEDOLLAR IN GOLD IN RICHMOND
AS COMPARED WITH CONFEDERATE TREASURY NOTES

DURING EACH MONTH OF THE WAR,
FROM MAY 1861 TO APRIL 1, 1865

SEVENTH ISSUE, FEBRUARY 17, 1864 - Engraved by Keatinge & Ball, Columbia, S.C. Inscription reads
"The CSA will pay Twenty Dollars to the bearer on demand." No mention of interest.
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since October 1, 1863 were $690,000,000; a considerable
part of this surplus income came from $250,000,000 in 4%
stock and $39,000,000 in call certificates. The problem of
the second session of Congress was to satisfy the claims on
the Treasury without a speedy recurrence of the condition
of overissue from which legislation had so recently set it
free. A brief attempt to meet requisitions by the certificates
of indebtedness, taxes, and the sale of a half-billion dollars
in new non-taxable bonds met with failure and the amount
of notes in circulation again increased. Reference to Table 3
will provide insight into the actual supply of money in
circulation during each month.

While many historians have credited General Lee with
waging war effectively for four years against impossible
odds, history has not been as kind to C.G. Memminger.
After seeing his fiscal and monetary recommendations
repeatedly rejected by the Confederate Congress,
Memminger submitted his resignation to President Davis on
June 15, 1864. Even after the war ended, General Joseph E.

TABLE 3

TOTAL STOCK OF MONEY IN THE SOUTH
IN MILLIONS OF DOLLARS

Bank Notes
Date 	 and

Deposits

1861:

Confederate
Government

Notes
Total

Index:
January,

1861=100

January. . 	 $ 	 94.6 5 	 94.6 100
April 	 121.8 121.8 130
June 	 119.3 5 	 1.1 120.4 130
October .	 . 146.3 24.5 170.8 180

1862:
January. . .	 .	 165.2 74.6 239.8 250
April 	 151.1 131.0 282.1 300
June 	 142.9 166.1 309.0 330
October 	 .. . 181.5 287.3 468.8 500

1863:
January. . .. 	 239.1 410.5 649.6 690
April 	 257.1 561.7 818.8 870
June 	 267.5 637.3 904.8 960
October 	 .. . 274.7 792.4 1,067.1 1130

1864:
January. . .	 . 268.1 826.8 1,094.9 1160

SOURCE: Eugene M. Lerner, "Money, Pirces, and Wages in the
Confederacy, 1861-65," Journal of Political Economy, Vol. 63
(1955), p. 21.

Johnston charged that the failure of its finances and that
the Government had failed to adopt a true financial policy
which was easy enough to see and generally understood in
the Confederacy.

Even under the leadership of Memminger's successor,
G.A. Trenholm, the money machine continued to operate
in excess of the legislated limits. The recurring flood of
currency was marked by successive issues of $57,500,000
on May 31, 1864; $120,000,000 on July 1; $345,000,000
on November 10; and $468,000,000 on January 21, 1865.
While most of the notes were used to satisfy direct
demands, the exchange fo the old currency for the new
required $121,000,000 in the first six months after
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enactment. The utter collapse of the Treasury Department
was evidenced by joint resolutions from Congress and the
Secretary on March 20, 1865, which called for public
donations.

It might be concluded, therefore, that an adequate tax,
levied throughout the existence of the Confederacy, would
doubtlessly have aided in improving the Government's
financial status. However, the decisive factor in determining
the stability or soundness of Confederate finance rested on
the success or failure of the military. In the end, it was the
failure of the armed forces to achieve their goal quickly
that caused the strained Confederate financial structure to
collapse, despite its own numerous and significant
weaknesses.
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TRIO OF OLD NOTES FOUND

Old bank notes were objects of interest even in 1852,
according to a story in "Banker's Magazine," about the
finding of a trio of old notes in the effects of a Dr. Wing of
Albany.

In a package marked "Oram's New York Price Current
of August, 1804," were the following bills: A $10 of the
Farmer's Bank of Troy, serial number 1766, dated Feb. 22,
1802. On the back of the bill was written "John Potter"; a
$2 bill on the Bank of Albany, number 342, dated Aug. 24,
1804, and a $2 bill on the New York State Bank, serial
number 917, dated June 20, 1804.

The editors commented "These notes appear, from a
memorandum on the wrapper, to have been set aside to pay
a bill. But they never performed their intended functions,
and have been lying idle-judging from the date of the
paper in which they were enclosed-at least forty-seven
years!

"It so happens that the three banks which issued these
bills fifty years ago, are still in existence, ready to redeem
these venerable relics of their youth. They are curiosities in
point of engraving-presenting a striking contrast to the
finished work found upon the bank-notes of the present
day."
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