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DURING THE 1930s SCRIP EXPERIMENTS FLOURISHED IN THE
United States in response to the economic crisis. The most successful dur-
ing this period was tax anticipation scrip.   Issued by nearly 100 munici-
pal governments across the United States, tax anticipation scrip func-

tioned as a form of short-term credit that enabled governments to meet payrolls, pay
vendors, and otherwise make up for shortfalls in the tax receipts from economically-
strapped communities. Such scrip gained its acceptability from the prospect of recip-
ients being able to use the scrip to pay their obligations to the governments that
issued it. This assured that it circulated for a far longer time—even into the early
1940s—than any other variety. Such scrip served as a flexible adjunct to the national
money supply until normal fiscal conditions returned.

How Tax Anticipation Scrip Came About

Tax anticipation scrip grew out of the routine fiscal practices of American
municipal governments. Local taxes, typically leveled upon various forms of proper-
ty, were collected at specific points during a fiscal year; in contrast, public disburse-
ments to meet payrolls and payments to vendors flowed continuously. As a result of
this mismatch between the timing of revenue collection and expenditures, some sort
of borrowing facility was necessary to manage municipal expenditures. In normal
times, this could be done either by short-term financing from local banks, or in larg-
er cities by the sale of tax anticipation notes to investors. In effect, tax anticipation
financing provided a source of short-term credit that solved a typical problem of
municipal finance.

While a common financial practice, borrowing against anticipated taxes was
upended by the economic crisis of the 1930s. By 1933 some two thousand municipal
governments had defaulted on payments of interest or principal on their debts, and
only the largest cities retained at least some access to short-term financing through
the nation’s capital markets. To relieve these pressures, a number of state legislatures
authorized the use of tax  anticipation  financing  in  the  form  of  scrip.
Governments could pay this scrip to  employees  and  vendors  in  place  of  warrants
made  out  in  odd  amounts  and  payable  to particular parties. While these instru-
ments could not be redeemed immediately for standard funds, they often bore an
interest rate (which enhanced the willingness of recipients to hold them) and could
be used to pay current or delinquent taxes.

The  funding  of  public  schools  via  property  taxes  was  an  important
function  of  local governments,  and  some  scrip  issues  were  explicitly  labeled
“school  scrip,” issued  to  pay teachers’ salaries and acceptable for school taxes. For
example, in 1931 Michigan authorized local governments to issue interest-bearing
tax anticipation notes, setting up a “Loan Board” at the state capital that would
approve the applications of local school boards to issue scrip. In New Jersey, even as
the County of Atlantic issued “school scrip” on behalf of school districts in Atlantic
City and Ventnor, these communities in turn put out their own separate municipal
scrips that circulated concurrently.
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Whether specified as school scrip or paid out for other obligations, local
governments created forms of local currency out of the prevailing practices of short-
term municipal finance. Authorized by state legislatures, municipal governments of
different sorts—counties, cities, townships, boroughs, school districts—leveraged
their powers to tax in order to sustain local scrip circulations. These circulations had
the simultaneous effects of increasing the purchasing power of governments (thus
avoiding layoffs and further curtailment of services) and improving the rate of tax-
payer compliance by giving citizens an instrument redeemable in their own civic
obligations.

Scrip Experiences

While there was no single formula for issuing municipal scrip, Detroit’s
issues were the single largest example, and its experiences illustrate some common
challenges and responses. The depression had hit the city particularly hard, reversing
dramatically the automobile-fueled boom of the 1920s. Tax arrears collided with
spending for relief, and Detroit’s deficit yawned. On the verge of an agreement with
a syndicate of banks to fund the deficit, Detroit was forced into default when the
state banking holiday of February 24, 1933, deprived the city of the banks’ resources.
At this point, Detroit resorted to scrip as a substitute for short-term bank financing.
On April 5, the Michigan state legislature hurriedly passed the “Wayne County Scrip
Bill” which amended the existing authority of municipalities to use tax anticipation
notes so that such debt could be issued as circulating scrip. While available to all
counties and municipalities in the state, the bill was intended primarily to meet the
fiscal emergency in Detroit. The city set up a “Scrip Bank” in the Union Guardian

The County of Atlantic circulated school scrip for schools in Atlantic City, NJ and Ventnor City, NJ
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Trust Building where the new medium would be disbursed and received. Between
April 1933 and April 1934, three separate issues of scrip totaling $41.9 million fund-
ed the city’s deficit. The first $18 million issue came out in April and May of 1933.
Backed by the prospective receipts of the 1933-1934 tax levy, Detroit’s attractive new
currency bore a maturity date six months after the issue. It paid 5% interest, though
was made callable ten days after an official notice of intent was published by the city.
By city ordinance discounting of the scrip was made an offense, though this feature
seemed to have no practical significance. Paid out to city employees and vendors,
scrip was acceptable at par plus accrued interest for current and delinquent taxes,
water utility charges, and other city fees.

These features of Detroit’s scrip were consistent with the guidelines laid out
by the state legislation that authorized Michigan cities to issue municipal scrip.
Indeed, the state law permitted maturities of up to one-year, and an interest rate up
to 6%. Scrip issues in Michigan were limited to 85% of the amount of current taxes
due, 60% of delinquent taxes, and 25% of future taxes. A second Detroit issue of $10
million was emitted in September 1933, but improved cash collections allowed the
city to call the scrip for redemption in January 1934. Circumstances nonetheless
required a third and final emission of $13.9 million in April 1934, though with the
return of more normal financial conditions, Detroit was soon able to resume short-
term borrowings from banks. Indeed, $1million of the final scrip issue was simply
sold as an investment to a bank at par plus accrued interest.

W.H. Rickel, Cashier (L) and
Charles Williams, City Treasurer
(R) at the Detroit City Scrip Bank
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Detroit’s experience was repeated by more than 40 other taxing authorities
in Michigan. Most of these circulations, like Detroit’s, were retired by 1934, though
some of the more financially-precarious school districts (Ferndale, Lincoln Park, and
several townships in Oakland County) continued to use scrip as late as 1936. For the
city of Owosso, economic conditions as well as public funds locked away in closed
banks led to three different types of scrip, one issued briefly by local merchants, one
by the city government, and one by the school district. In Benton Harbor, similar
circumstances forced both the city and the school board to resort to scrip.

City of Detroit scrip. (Source:  Depressionscrip.com)

City of Lorain, OH scrip.
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Laws passed by the Ohio and New Jersey legislatures set in motion substan-
tial scrip issues in those states as well. In Ohio, the Marshall Act of April 15, 1933,
authorized counties, upon application to the State Tax Commission, to issue scrip if
tax receipts fell below 90% of the anticipated amount. Non-interest-bearing scrip
would then be apportioned by county auditors to the municipalities that applied for
it in proportion to the amounts of their tax delinquencies. Scrip could remain in cir-
culation for a maximum of five years and its redemption occurred through tax pay-
ments only. New Jersey’s law, passed a month earlier, also extended the existing
authority of counties and municipalities to issue tax anticipation notes to include
small-denomination bearer scrip. As in Michigan, interest payable on New Jersey’s
scrip was capped at six percent. By early 1933, New Jersey’s finances had entered a
state of crisis similar to Detroit’s. To maintain their operations, New Jersey munici-
palities developed an extensive network of scrip circulations which, by the end of
1934, encompassed 8 counties, 11 cities, 3 towns, 11 boroughs, and  10  townships,
all  of  which  together  issued  nearly  $27  million  in  scrip.

Details from Monmouth County illustrate how New Jersey’s scrip system
worked. Between September 1933 and September 1935, the County’s Board of
Chosen Freeholders authorized 14 issues each of $200,000 in scrip, bearing 5%
interest, payable at maturity in 1937. The County Treasurer’s office installed a spe-
cial teller window to handle all scrip transactions. Scrip turnover was rapid. By
January 1934, of $600,000 issued, some $340,000 had been paid-in in taxes, leaving
a scrip liability of $260,000 as the year began. Six more scrip issues of $200,000
each were paid out through November 1934. On December 1, 1934, about
$955,000 of this scrip had been redeemed through tax payments. By June 1935,
when the Freeholders announced their 13th issue, the County had put out $2.4 mil-
lion all told, of which only $380,000 remained outstanding.

In effect, by issuing scrip Monmouth County was making each citizen a tax
collector. Other advantages became apparent.  Scrip paid in before 1937 accrued no
interest,  so  the  County  saved  on  charges  that  would  have  been  owed  on  bank
financing. Moreover, instead of accumulating delinquencies, Monmouth taxpayers
not only paid off arrears but met their 1934 obligations in full. Of fifty different tax
districts within the County, all accepted the County’s scrip, as did utilities and out-
side vendors. No discounting of scrip was apparent, at least for the early issues.
Within the County, local governments replicated this success. Of $150,000 issued
by the city of Long Branch, only $8,500 remained unredeemed before a December
1934 maturity date. Officials in Asbury Park claimed its scrip saved the city $22,000
in interest charges which would otherwise have been due to banks. In the tiny bor-
ough of Union Beach, scrip was returned to the treasurer for taxes as rapidly as one
day after its issue.

After some initial problems with the discounting of its scrip, the summer
resort of Ocean City (Cape May County) quickly circulated and retired most of a
$150,000 issue between March and June 1933. Local merchants organized to find

Benton Harbor, MI scrip.
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ways of getting scrip to those needing to make tax payments. Building and Loan
companies took the scrip for mortgage payments, as did utilities for their fees. Chain
stores were less obliging. Many merchants limited their acceptance of scrip to pur-
chases by city employees only, or confined its use to paying customers’ overdue bills.
Other merchants accepted scrip only up to the amount of their own tax liabilities.
Change for the scrip was often made in store credit, not cash. Cape May County
added to local currency supplies with its own scrip circulation in May 1933. Under
state law, municipalities were required to accept county scrip (in addition to their
own scrip) up to the amount they owed their counties in taxes. In addition, the scrip
was good for fines and fees collected by the counties.

County scrip was thus useful locally, within limits. In late 1933, the city of
Red Bank, which itself did not issue scrip, accepted Monmouth County scrip in tax
payments up to the $54,000 it was obliged to remit to Monmouth County. For simi-
lar reasons, the city of Matawan limited its acceptance of Monmouth County scrip
to 20% of taxes owed.

Legal Scruples

Municipal officials during the 1930s were not unmindful that their scrip
issues had legal implications, and had to design them to keep them within the law.
As the American Legislative Association pointed out to its members, the federal con-
stitution explicitly forbade only state bills of credit; the emissions of governmental
units below the state level were not presumptively unconstitutional. In order to min-
imize the possibility of tax anticipation scrip being construed as money, the
Association advised that state laws permitting scrip “should not contain any wording
which might indicate a legislative intention to provide a currency.” Creating a cur-
rency that was not legally a currency required some legal creativity. Beyond the obvi-
ous admonition to not make the scrip look too much like U.S. currency, states were
advised to incorporate a number of features that differentiated it from legal money.
Among other things, states were advised not to make scrip a general or even a limit-
ed legal tender; in contrast, making scrip acceptable for payment of state and local
taxes arguably served to facilitate the scrip’s redemption, and not to promote its cir-
culation as money. Mandating its cancellation upon payment into municipal trea-
suries (rather than allowing it to be reissued) stressed scrip’s purpose as a means of
paying municipal debts, rather than as a circulating medium. Securing scrip with the
good faith and credit of a state implied the scrip was an obligation of the state as a
sovereign entity; better, states were advised, to make scrip the obligation of a specific
state agency and secured by the pledge of specific revenue streams, assets or proper-
ties. Finally, making scrip interest-bearing, and specifying a date of maturity, under-
scored its character as an evidence of debt, and not an illegal issue of currency.

How Well Did Tax Anticipation Scrip Work?

In practice, the success of municipal scrip experiments was due less to spe-
cific features of a given issue than to the overall volume of issues, relative to the com-
mitment of stakeholders, and the economic circumstances that occasioned scrip’s
use.  Detroit managed to issue and circulate more than $40 million in scrip for a
year and a half.  The city paid employees 20% in cash and the rest in scrip, though
vendors were paid entirely with the latter. It issued scrip both in more conveniently
lower denominations (down to $1) to facilitate retail transactions, and in higher
denominations (up to $1000) to provide large holders of scrip such as retailers the
opportunity of exchanging many low denomination notes for the convenience of a
smaller number of the higher-denomination variety. These could be then held either
as interest-bearing investments (as bonds), or used in payment of city taxes. While in
the early days Detroit’s scrip traded as low as 75 cents on the dollar, this discount
soon shrank as business leaders set up a $1 million fund to support the scrip at par.
Additionally, the establishment of exchange bureaus where retailers could exchange
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their scrip for cash from large taxpayers, who then used it to pay their taxes, also
tended to minimize the discount. Interestingly, these exchanges had to take place at
locations outside of Detroit’s city limits, since the City Council had deemed the dis-
counting of scrip illegal! These measures, combined with a successful bond refund-
ing in June 1933 and a brighter outlook for tax collections, returned Detroit scrip to
par.

Other, larger scrip issues elsewhere made use of similar arrangements. To
sustain its circulation of $880,000 in municipal and board of education scrip,
Grand Rapids (Michigan) created a “Revolving Fund” of $150,000 in cash which it
used to purchase scrip from sources that had accumulated excess supplies. The
Fund’s director canvassed the city’s retail establishments to determine where these
excesses were building. Although they were separate taxing authorities, the city and
the board of education agreed to accept each other’s scrip for city and school taxes (a
similar arrangement involving the water utility prevailed in Flint, Michigan). Grand
Rapids merchants  and  manufactures  also  encouraged  the  circulation  of  scrip
by  paying  their own employees 20% of their wages in scrip. In Lorain (Ohio),
industries purchased scrip for their own payrolls directly from the city.

Mobilization of public and business support also bolstered the acceptabili-
ty of scrip circulations. For example, in Birmingham (Michigan), the school board
organized campaigns to encourage the use of school scrip as measure of support for
local schools, and teachers’ clubs marketed it as an investment.  Milwaukee’s “baby
bonds” overcame early problems thanks to firm leadership by the city’s feisty social-
ist mayor, Daniel Hoan. Facing hostility by bankers and large merchants to city
scrip, Hoan organized city employees to keep them from selling their scrip salaries
to speculators at a discount; those retailers willing to take scrip were given public
recognition and patronage by city employees, and their example pressured other
retailers to cooperate with the scrip plan. Initial discounts of 88 cents on the dollar
soon disappeared, and the city’s interest-bearing scrip became sought after as an
investment. Ocean City (New Jersey) promoted its scrip by accepting it at a 1% pre-
mium for timely tax payments, and stood ready to exchange $500 blocks of scrip for
tax anticipation notes that paid a higher rate of interest. The Red Bank (New Jersey)
Chamber of Commerce encouraged local businesses to pay scrip to those employees
with property tax bills; likewise, businesses leasing property were directed to pay
rents in scrip to owners with similar obligations.

Businesses’ support for scrip could also give them some leverage over
municipal finance. Atlanta’s scrip faced a shaky start in 1932, when the banks would
not accept it, until the city’s mercantile establishment, led by Walter H. Rich,
President of Rich’s Department Store, united around a plan to accept scrip partly in
exchange for cash, partly in exchange for goods. Henceforth  the  merchants  held
an  effective  veto  over  the  use  of  scrip  in  city  finances, withholding  for  exam-
ple  their  support  for  a  second  scrip  issue  in  1933,  which  the  city government
attempted even as redemption of the 1932 issue remained incomplete.

In most examples, municipalities paid out less than 100% of their wages
and salaries in scrip, which provided practical support to its value. The proportions
of scrip varied—80% in Detroit, 54% in Paterson (New Jersey), 60% in Americus
(Georgia), 66 2/3% in Pontiac (Michigan), 50% in Milwaukee, and 65% in
Dayton—and seemed to be more a function of the available cash rather than any
other consideration. Atlantic City paid the first $10 of its employees’ wages in cash;
all wages above that were paid 85% in scrip. By 1935, Atlantic City reduced scrip
portion of wages to 50%, and only for paydays in the second half of the month.
Royal Oak (Michigan) which had a comparatively long run of scrip (1931-1936),
varied the percentage of scrip issued in wages and salaries from 25% to 75%,
depending upon the amount of cash on hand. Guilford County, North Carolina,
used scrip for 100% of wages, but only because local banks remained closed through
most of 1933 and communities there were desperate for any kind of circulating
medium. Guilford County issued fractional denominations that minimized the
practical problems of making small change. Otherwise, having at least some wage
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payments made in cash did lessen the problem of people spending scrip simply in
order to receive change in cash, and reduced the need to produce large supplies of
the lowest-denomination bills.

Tax anticipation scrip issued by municipalities suffered at most relatively
modest discounts against standard funds. The discount on Detroit’s scrip was initial-
ly large, but momentary. In his 1948 survey of 74 issues of municipal scrip, the
economist Joel Harper found that at least 19 experienced discounts of up to 10%.
While Harper gave no specific reasons for these discounts, scattered anecdotal evi-
dence suggests some characteristic causes of discounting.

Milwaukee’s scrip plan was pushed through in a hostile environment where
businesses first opposed it.  In Atlantic City, resistance by small retailers caused the
discount on scrip to widen to as much as 20%, although the larger resort hotels
stepped in to exploit this discount in order to meet their own tax burdens. As the
date of redemption for, and payment of interest on, Atlantic City scrip neared, its
notes traded as high as $1.07. As Monmouth County issued $200,000 in scrip
month after month for two years, by 1935 the emergence of a 5% discount suggested
some degree of popular fatigue with the device. Paterson’s (New Jersey) scrip fell to a
discount after local banks refused to handle it. The school scrip of Wildwood (New
Jersey) was boycotted by local merchants until the city made it acceptable for its own
taxes. Although supported by its mercantile community, Atlanta’s scrip did trade at
a discount of at least 5% outside of the major retailers. 

The Legacy of Tax Anticipation Scrip

Whether scrip was interest-bearing, callable, or backed in a particular way
was less important to its success than the credibility of its management. Scrip would
be retired once municipalities returned to a cash basis. Given that defaults on exist-
ing debts had precipitated the turn to scrip in the early 1930s, it was understandable
that future refunding of these debts would involve retiring municipal scrip as well.
Thus, an agreement between Monmouth County and its bankers in July 1935 com-
bined a refinancing of the county’s maturing debt and the redemption of its out-
standing scrip into a twenty-five year bond at an interest rate lower than that paid
on the scrip. In 1936, Atlantic County negotiated a similar agreement with a bond-
holders’ committee that paired the refunding of its defaulted debt with a cessation of
scrip issues. Within Atlantic County, Atlantic City, which had experienced the
largest municipal default in New Jersey, reached a separate agreement with its credi-
tors shortly thereafter.

That scrip was never intended to function as a permanent element of
municipal finance may have conditioned the attitude of participants towards its use.
Employees who took the scrip in wages, retailers who accepted it in payment for
their wares, and governments who received it back as tax payments perhaps dis-
played greater forbearance towards its use, knowing that scrip was a temporary expe-
dient dictated by the economic crisis. For their part, municipal finance experts
evinced ambivalence towards scrip, since these experiments had evolved out of short-
term borrowing practices that skirted the edge of fiscal responsibility. Despite scrip’s
successes, its significance as a monetary medium was widely downplayed. By 1934
these experts had united around a set of ‘best practices’ for the use of tax anticipa-
tion scrip that defined it as a financial, rather than monetary, phenomenon which
would disappear once healthier tax receipts would allow governments to return to a
cash basis.

(A longer version of this article is forthcoming in the International Journal
of Community Currency Research http://www.ijccr.net/IJCCR/IJCCR_Home.html)
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