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State•ank Notes for
Tennessee in 1893?

by FORREST W. DANIEL

Legislation of a ten percent federal tax on state bank
notes at the end of the Civil War drove the notes from
circulation in a very few years. States revised their
constitutions and banking codes to eliminate
authorization for the notes. But belief in state banks of
issue died hard. North Dakota authorized state bank
notes in its constitution written in 1889, and the state
examiner, in October 1892, suggested that the state
prepare the mechanics in case the tax should be
repealed.

Apparently the Tennessee legislature felt the tax
would be eliminated and actually passed the necessary
legislation. A newspaper article headed "Tennessee
Will Have a Circulating Medium of Its Own" appeared
in the Bismarck Daily Tribune, in North Dakota, on
April 25, 1893:

Chattanooga, Tenn., April 24. — An act was passed by the
legislature of Tennessee and since approved by the governor
giving authority to state banks to issue a circulating medium.

The act requires a deposit of United States, State of
Tennessee, or county bonds, and the currency will be issued for
the bank on these securities not in excess of 90 per cent of their
market value. The act limits currency to be issued by the state
to $25,000,000. Periodical examination of banks, redemption of
currency and other features of the national banking law are
adhered to. The banks must redeem its (sic) circulating notes in
gold or silver. No county bonds will be accepted where the
indebtedness of the county exceeds 5 per cent of the taxable
property, and if the county has defaulted any time in years
prior on its interest. The circulating medium is to be signed by
the president and cashier of the bank and countersigned by the
state comptroller. The act says: The object sought by this
legislature being to furnish the citizens of this state a safe,
sound and trustworthy currency, possessing sufficient
elasticity to meet the demands of the manufacturing, farming

and business interests and exigencies of the times, a currency
based on some securities, the stability and sufficiency of no one
question or doubt to be overlooked, supervised and guarded by
the state's chief officers for the benefit and protection of the
public.

There must have been some hint that the federal tax
was to be repealed — or was it only coincidence that
authorities in two states almost simultaneously
suggested or enacted a bank note law? Was similar
legislation suggested in other states about that time? It
is a subject to keep in mind when doing research in that
period.

An inventory of state currency based on local bonds
ready to be released in an emergency would have come
in handy in many states just a few months later to
provide the elasticity needed during the harvest season.
In August, 1893, a shortage of currency forced business
to a near standstill all over the country. Clearing house
certificates and scrip were used in many communities,
but there was serious delay before it was prepared and
released. If Tennessee banks had had a supply of state
bank notes in reserve, local pressure might have been
almost totally eliminated.

Hopefully, some researcher near to the sources in
Tennessee will look into the records and let us know
some of the more intimate details. Who were the
principal supporters of the bill and what were the
arguments for its passage? Did the legislature foresee
the near immediate need for the notes? Were any efforts
made to implement the act? Was there any editorial
comment during the stringency that state bank notes
would have eased the currency shortage?

Newspaper articles can be so tantalizing.
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