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Capitals of Alabama
and Paper Money

by WALTER ROSENE

The medium of exchange in Alabama has been a real
hodgepodge of specie and paper money. Each govern-
ment—when in power—French, Spanish, English and
the United States, brought pressure to bear upon set-
tlers to use their medium of exchange. Merchants from
other countries who traded in Mobile and other Gulf
seaports undoubtedly brought in their paper money;
Indian wampum was accepted here as well. As the state
was settled, paper money issued locally became one
major medium of exchange. How and why this all
came about is reflected in the early history of Alabama
and its various capitals.

E
 ARLY settlers, like the Indians before them, realized

the importance of water, so they settled along
streams or lakes. Back then, water was transporta-

tion and it was, and remains, essential for life. In 1772 the
search was on for locations suitable for sites of habitation.
The French had settled Mobile but it was the English who
began more extensive exploration. As a result of a treaty in
Paris, the English claimed this land for the next 17 years.

On January 14, 1772, the British went up into "Tombigbee
Country" to claim the land for the Crown. They returned by
river and came to the high limestone bluff on the river's west
bank that had been discovered earlier. Below this bluff was a
rapids that could not be navigated by vessels of that day. The
Indians had named the bluff "Hobuckintoopa." The area
gained independence but in the treaty the territory was
ceded to Spain, and the new Spanish governor built Fort St.
Stephens on the bluff After many discussions between local
residents and the Spanish authorities it was decided that all
land north of 31 degrees latitude should belong to the
Americans. After a survey in 1799, Fort St. Stephens was
found to be north of 31 degrees latitude, so, it was separated
from the Spanish lands and was called the Mississippi Terri-
tory. A town was laid out and incorporated in 1807. In 1811,
Washington Academy, Alabama's first chartered school, was
established.

Fort Mims was a short distance down river from Fort St.
Stephens. Here, on August 30, 1813, the Creek Indians con-
ducted the bloodiest massacre ever to occur in the United
States. Andrew Jackson was sent to the aid of the settlers,
and on March 19, 1814 he soundly defeated the Indians at
Horseshoe Bend on the Tallapoosa River, a tributary of the
Alabama. This opened the territory and many settlements
were established on the rich bottom lands along the river
system.

THE CAPITAL AT ST. STEPHENS
DECEMBER 10, 1817–NOVEMBER 21, 1818

Between 1803 and 1817, many petitions were signed and
meetings held, resulting in requests being sent to Congress in
an attempt to work out an agreeable settlement for division
of the Mississippi Territory. Congress finally passed an Ena-
bling Act, making this division possible. The Alabama Terri-
tory was established December 10, 1817 with St. Stephens as
its seat of government. The assembly there chartered the St.
Stephens Steamboat Company in February 1818, and
shortly later the Tombeckbe Bank was established. Both of
these organizations issued notes. However, St. Stephens was
to be the capital for only a short period. Governor William
W. Bibb used his influence to move the capital from St.
Stephens to Cahawba, thinking this would be the permanent
capital. However, a suitable building needed to be con-
structed. Until it was completed, the temporary capital was
to be in Huntsville, a thriving settlement in north Alabama.

THE CAPITAL AT HUNTSVILLE
JUNE 1819–DECEMBER 16, 1819

Much was accomplished in the six months at Huntsville. Fif-
teen delegates were elected. They formed a constitution in
which Cahawba was designated as the capital. The constitu-
tion was completed on August 2. The United States Con-
gress voted admission for the first Monday in December, and
President James Monroe signed it on December 14th; Ala-
bama became a state that day. Other great strides were
made in Huntsville: United States senators, supreme court,
attorney general, treasurer and auditor were elected and a
militia was authorized. Governor Bibb was authorized to
auction lots at the new town of Cahawba. The sale of 182
lots amounted to $123,856. One fourth, or $30,964 was col-
lected at the auction. After deduction of expenses and
$20,405 to the territorial treasurer, the Planter's and
Mechanics Bank of Huntsville (chartered in 1816, the first
bank in the Alabama Territory) got a paltry deposit of
$10,000 to be used for the construction of state buildings at
Cahawba.

Huntsville, a town of twelve stores, a bank, merchants is-
suing scrip, a court house, a market, and over 20 homes,
some three stories high, would have been an ideal seat of
state government. The only objection was that it was not
centrally located and Governor Bibb was partial to Ca-
hawba. The furniture, stoves and other essentials purchased
for use at Huntsville were sold at auction and the town
returned to its former status. The capital was moved on De-
cember 17, 1819. Records were not kept on buildings used.
Though this is lacking historically, the influence of the
citizens of Huntsville, particularly the bankers, had a pro-
found effect on Alabama's government for years to come.
RJ. Manning's notes from Huntsville of 61/4 cents, 121/2
cents, 25 cents, 50 cents, $1 and $2 are dated 1838. In 1840,
the Madison Turnpike Company had notes printed in 6'/4
and 25-cent denominations with illustrations of Spanish
coins. The Spanish monetary system still had considerable
influence on trade.
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THE CAPITAL AT CAHAWBA
SECOND MONDAY MAY 1820—DECEMBER 1825

Governor William Wyatt Bibb's vision of Cahawba as a great
capital was beginning to take shape. Through his influence,
the federal government increased the land grant for the seat
of Alabama's capital from 640 acres to 1620 acres. More
money for state buildings was derived from the sale of addi-
tional lots. Construction started on the capital building in the
summer of 1819. William Bibb was not to see the completion
of the building. While riding over his plantation, he was
thrown from the saddle. He did not recover from this acci-
dent and died August 10, 1820. Thomas Bibb, his brother,
was made acting governor, and, later, governor.

To meet the state's various obligations, comptroller's war-
rants and treasury notes were issued in 1821 and 1822.
LeRoy Pope, president of the Planter's and Merchants Bank
of Huntsville (formerly the Planter's and Mechanics Bank)
was securing money by various means and paying out in
Tennessee bank notes, so the currency was of questionable
value. The Tombeckbe Bank and the Bank of Mobile were
also operating and issuing their own notes. All of these paper
issues were discounted.

There was a need for sounder currency so an attempt was
made to sell subscriptions for the Bank of the State of Ala-
bama in the amount of $2,000,000. However, on December
20, 1823 legislation was passed to organize the State Bank
with headquarters at the seat of government. Branches were
later established at Huntsville, Decatur, Montgomery, Mo-
bile and Tuscaloosa. All branches issued notes.

Dissatisfaction was evident in every legislative session
regarding Cahawba as the capital. Representatives from Tus-
caloosa wanted the capital there but, despite the unrest,
much was accomplished at Cahawba. The first book pub-
lished by the state entitled "The Alabama Justice of the
Peace, Containing All Duties, Powers and Authorities of that
Office, as Regulated by the Laws Now in Force in This State,
to Which is Added a Great Variety of Warrants, Recog-
nizances, Bonds, Deeds of Bargain and Sale, Lease and Re-
lease, of Trust, Mortgages, Bills of Sale, Contracts and Other
Precedents, Interspersed Under their Several Heads: To-
gether with the Constitution of the State of Alabama", com-
piled by Henry Hitchcock, Esq., Attorney General, is dated
1822, and was published by William B. Allen and available
for sale at the book store of Ginn & Curtis in Cahawba. As
most people lived in northern Alabama, reapportionment
became a problem which divided the legislature. However,'
an event of positive nature took place at Cahawba in Oc-
tober 1821, when the steamboat Harriet came up-river and
tied up at the foot of Arch Street. The Alabama, the state's
first steamboat, built by the St. Stephens Steamboat Com-
pany at St. Stephens, failed to ascend the river. The Mobile,
Tensas, Cotton Plant and Tombeckbe  boats made trips to
Cahawba and further up-river, some as far as Montgomery.
River transportation was necessary because more and more
crops had to get to market. The Bank of the State of Ala-
bama was chartered in 1823 with headquarters at Cahawba.
The St. Stephens Steamboat Company issued notes that
competed with notes from the State Bank. This disturbed

the legislators, so in 1829 the charter of the steamboat com-
pany was forfeited.

Cahawba was not the best site for the capital. In 1825
heavy rains flooded the town. Water was so deep that the
legislators had to be transported by boat to the second floor
of the capital building. Every road leading to town was under
several feet of water. Also, "sickness" (yellow fever) was
common. Support for Tuscaloosa was canvassed in the
Senate. On December 6, 1825, this chamber, by a close vote
(11 yeas to 10 nays), agreed to move the seat of government.
The House voted in favor of the same bill seven days later,
and Tuscaloosa became the fourth capital.

Cahawba did not die because the capital was moved. It
was the county seat of Dallas County until after the Civil
War. Large homes, churches, schools and cotton warehouses
were built, and many businesses thrived. The largest busi-
ness was the buying and selling of cotton. All went well until
1865; after the southern forces were defeated, the Con-
federate currency was of no value, the economy was broken
down and the second major flood brought about movement
of the county seat from Cahawba to Selma. This was the
combination of events that doomed Cahawba; very little evi-
dence of the town still exists at the site.

THE CAPITAL AT TUSCALOOSA
1826-1846

The move of the state capital to Tuscaloosa was like all other
moves thus far in that the legislature did not have a perma-
nent place to meet. The first meeting was held in Bell Tavern
and later in the Davis House. A temporary building was soon
constructed. This structure stood until the Civil War when it
accidentally caught fire and burned. A permanent capital
building at Tuscaloosa was erected for $150,000.

Money was needed for the operation of the legislature and
it was secured from the sale of land that had been donated
for the seat of government, and other lands that had been
given to the University of Alabama. In addition, $100,000 in
gold was borrowed in New York.

The Bank of the State of Alabama had been organized in
1823 when the capital was at Cahawba. The parent bank of
this organization was to be located at the seat of government,
so when the capital moved to Tuscaloosa, the parent bank
moved as well. It is interesting to note that the state bank,
which issued paper money at all of its branches, had a state-
ment as of June 1, 1837 as follows:

Capital Stock $10,141,806
Specie 751,772
Notes in circulation 5,569,026
Individual deposits 3,884,269
Notes discounted 22,727,781

Bad debts rose from $100,000 in 1838 to $3,500,000 in 1841,
and to $6,000,000 in 1845. The paper money from this bank
circulated freely throughout its period of existence but was
discounted at various rates. The failure of the bank was
caused by politicians and the Panic of 1837.

Politics entered the picture in a very unusual way. Charles
Lewin, a hotel operator, gained one of the directorships and
soon after most of the directors were hotel operators. Many
of these men, after becoming directors, began issuing paper
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money. Legislators, when they met in the various towns
where state bank branches were located, would he forced to
stay in those hotels. Hotel operators issued scrip as change
for state bank notes. There was a total of five banks, and
each one elected 14 directors annually, making a total of 70
directors of the Bank of the State of Alabama. In 1838,
Governor Bagby stated that the liabilities of the directors of
the bank were over $1,000,000; the liabilities of ex-directors
were over $2,000,000, and the liabilities of some 90 others
were $3,000,000. With such a sorry situation, in 1842 the
legislature repealed the charters of all branch banks and the
charter of the parent bank in Tuscaloosa expired by limita-
tion in 1845. The balance of debt of this venture was reduced
from $9,000,000 to about $3,500,000. In 1951 the interest on
the debt was $22,000,000 and the state was still paying it!.

The state's first railroad, incorporated on January 13, 1832
as the Tuscumbia, Courtland and Decatur Company, soon
began to issue notes. The next railroad to issue notes was the
Cahawba and Marion Company, chartered by the legisla-
ture in 1834; this railroad eventually ended up as part of the
Southern Railway System. R. Jemison, H.A. Snow, Jones
Hagan and John 0. Cummins, all leading merchants in Tus-
caloosa, issued merchant scrip in 6 1/4, 12 1/2, 25, 50 and
75-cent denominations. These men, with the exception of
Jemison, offered to sell 70 building lots adjoining South
Martin Street (presently 15th Street). These lots adjoined the
capital property and were 5 to 7 acres in size. Snow's political
affiliation was Whig.

Less than ten years after the capital was placed in Tus-
caloosa, there were rumblings among the legislators to estab-
lish the capital further east. This laid the way for
consideration of Montgomery, which by that time was a
prosperous town. Wetumpka was also interested in securing
the capital but did not have enough political influence. The
Coosa and Tallapoosa Rivers join to form the Alabama
River just south of Wetumpka. Montgomery lies a few miles
below and Wetumpka a few miles above this junction. In
1717, the French had built Fort Toulouse where these two
rivers join, so the vicinity of Wetumpka had been settled for
a long time. The earliest notes known from Wetumpka are
dated 1836, issued by the Pigeon Roost Mining Company.
Then came notes from the Wetumpka Trading Company,
Wetumpka Banking Company and D.D. Chapman in 1838.
C. Denton issued notes in 1855 and the Wetumpka Insur-
ance Company did the same in 1856. All of these notes were
heavily discounted.

THE CAPITAL AT MONTGOMERY
1846 TO PRESENT

Businessmen in Montgomery went after the capital in ear-
nest. They bought $75,000 in bonds for the capital building.
In fact, the bonds sold so rapidly that many individuals com-
plained that they did not have the opportunity to buy them.
Montgomery was the center of cotton trading for all of cen-
tral Alabama. It offered shipping on the river and had a
healthy climate. Politicians from the Black Belt section,
where many large plantations existed, were partial to Mont-
gomery and used their influence with the legislature. These
plantation owners had considerable influence on the legisla-
ture until the 1930s.

Montgomery was a city of fine homes and hotels, one of
the better being the Montgomery Hall Hotel built in 1835.
In 1851, the Montgomery West Point Railroad improved
transportation by connecting Montgomery to Georgia. This
company also issued paper notes.

The legislature in Tuscaloosa had approved incorporation
of the Montgomery Railroad Company on January 20, 1832.
Its capital was $1,000,000. It issued notes that were payable
12 months after date, so it was not a very liquid organization.
One E. Morris issued scrip in 1832. By 1839, the Bank of
Montgomery had notes printed in denominations of $1, $2,
$3, $5 and $20. Josiah Morris was a prominent banker at
that time. He had banks in Mobile as well as Montgomery
and later moved to Birmingham. His notes are known in $1
and $2 denominations. The Central Bank of Alabama was
incorporated by the legislature in 1854 with a capital stock of
$1,500,000. This bank issued notes in denominations from $1
to $500, and they are probably the most common of all notes
issued in Montgomery prior to the Civil War.

A flood of notes were issued in Montgomery at the time of
the Civil War. It seems likely that Confederate bills had an
influence on the volume of paper money. Confederate bills
were discounted, so it was logical that if local bills were issued
they would be discounted also, so it was just a matter of
"being part of the game" by issuing your own currency.

This brings us to Confederate currency, which is another
story.
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