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Many of us learned the Confederate States lost the war due to lack of resources, soldiers, 
materials, manufacturing and that slavery played a central role[1]. From my research, and I’ve read a lot of 
original material from the period, the number one cause for defeat was slavery (loss of any moral standing 
in the world for independence as well as loss of people, skills, etc. that could have been better utilized if 
the slaves would have been offered freedom). But surprisingly, I found that finance was the second major 
cause of defeat. Indeed, Doctor Douglas Ball did in-depth research and published his findings in his 
academic, but thorough, Financial Failure and Confederate Defeat, published in 1991 by the University 

of Illinois Press. My recent project illustrates directly what Dr. Ball 
presents – that the Confederacy’s meager finances were mismanaged, 
compared to the Union’s financial system. 

I’ve had the opportunity to study and broker a deal for an 
original hoard of mostly Confederate paper money with some obsolete 
bank notes, local scrip and State issued notes thrown in for good 
measure. This hoard was gathered by a local depository office in the 
deep South during the War and remained intact to this day. This project 
is now complete and I will share some of the key findings which support 
our understanding of how finances worked in the war-torn South in the 
early 1860s. 

In antebellum America, money came in a variety of forms. A 
significant means of exchange was United States coins from half cent 
and one cent copper coins up through $20 gold coins. Another major 
means of exchange was bank issued notes against their gold reserves 
that circulated as money. Banks went to contract printers for notes 
which resulted in thousands of different designs. Most of these notes 
would only be accepted locally where the bank and bankers were 

1863 Confederate $10 Treasury Note that has been cancelled (knife cuts in center of note) - typical of 
what was in the hoard 
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known. This complexity spawned many counterfeits, spurious notes, notes issued by fraudulent banks, 
and more. The US government issued no paper money[2], that is until the Civil War broke out. 

Upon formation in February 1861, the Confederacy sought to institute a financial system to keep 
the wheels of commerce turning. The United States mints at New Orleans and Dahlonega Georgia were 
seized and coins continued to be minted using US designs. The Charlotte North Carolina mint would be 
seized in the spring of 1861 when that state left the Union. The CSA government also contracted with the 
American Bank Note Company and National Bank Note Company in New York City for interest bearing 
notes and bonds. The start of the War soon curtailed these activities[3] which forced the Confederacy to 
look to its own means to print money. 

The Confederacy issued paper money in seven series authorized by Act of Congress spanning 
1861 through the act of February 1864 which authorized the large 1864-65 printing of red Confederate 
notes with blue backs. These were Treasury notes, most did not pay interest, and were not legal tender 
which meant a seller was not required to accept them. However, the notes were mostly accepted on good 
faith. Secretary of the Treasury C. G. Memminger contracted out the work of printing the new 
Confederate notes to printers located in New Orleans, Richmond VA and Columbia SC. The printers 
would deliver sheets of money to the Treasury in Richmond. The sheets of notes would be serial 
numbered and signed by hand. Then they would be cut. The CSA government also created a distribution 
network of depository offices to handle transactions regarding its money and bonds. These offices, along 
with the military exchanged the money for gold, silver, supplies, guns, etc. to get the money into 
circulation. 
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Some of the Acts of Congress, most notably the 1864 Act, would invalidate or even tax previous 
series of Confederate money out of circulation forcing people to go to their depository office to exchange 
old notes for new notes or bonds. The old notes would then be cancelled with knife cuts or punch holes 
and stored at the depository, no longer valid for use. This was a cumbersome and failed attempt to control 
inflation by managing the supply of money in circulation with a system that depended on a robust 
transportation network, something the South lacked[4]. 

The complexity of this system and the failure to adequately supply money across the Confederacy 
imposed major handicaps for manufacturing, trade and the funding and feeding of its armies. Shortages of 
money sprung up all over and slowed down delivery of food, materials, weapons and even people to the 
armies. Two stories illustrating these problems follow. 

In 1861, the Confederate government contracted to build an ironclad ship to defend New Orleans. 
This was to be the CSS Louisiana and was said to be more fearful and powerful than the more famous 
CSS Virginia (Merrimack). However, due to shortages of money, the contractors could not be paid in a 
timely fashion and so stopped work. This work stoppage occurred even though money was being printed 
in New Orleans. But that money need to be sent to Richmond VA to be signed and registered before being 
sent back out to be used!  Finally, money arrived in early 1862 and work began again. However, the CSS 
Louisiana was not finished when US Admiral Farragut steamed up the Mississippi River past the forts 
below New Orleans and captured the city. The CSS Louisiana would have been powerful enough to lay 
waste to Farragut’s wooden fleet[5] and the battle for the forts below New Orleans would have turned out 
much differently. Lack of money cost the South its largest city. 

In 1863, Union General U.S. Grant was having a difficult time capturing Vicksburg Mississippi, 
an important river port needed to control the Mississippi River. He embarked on a brilliant, but risky 
strategy to march down the west bank of the river and take Vicksburg from the rear, a strategy that 
ultimately worked. However, how was it that he could march unopposed down the west bank? The 
Confederate Army of the Trans-Mississippi nominally had 80,000 men on its rolls, more than Grant’s 
army. However, the Confederates had a great deal of difficulty keeping the areas west of the Mississippi 
supplied with valid money. CSA General Kirby-Smith could only muster 20,000 troops, not enough to 
seriously threaten Grant. Most of Kirby-Smith’s army was not present and was either sick (some of which 
was due to lack of supplies, clothes, and the weather), or back home tending to their families as they had 
no money to buy food, etc. and were not getting paid to be in the army. Lack of money to pay its soldiers 
caused the Confederate to lose one of its most important river ports. 

The depository hoard that I handled was a direct result of this monetary system. Its many 
thousands of notes were cut-cancelled and rendered not valid for further use. So even with offices full of 
expired and cancelled money all over the South, the Confederacy could not pay its troops nor its 
contractors with regularity! 
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The Union system was a lot better. The US had five offices to disperse money and issued the 
specie-backed Demand Notes of 1861 to expanding funding of commerce while maintaining its mints at 
Philadelphia and San Francisco releasing coinage. As it became apparent the war would be long, the 
Demand notes were redeemed at these offices for gold which was hoarded. Coins disappeared from 
circulation too. However, the Federal answer to this was much more robust, create a legal tender system 
of notes backed by the faith in the US government. Hence the green backs of 1862-63 which were legal 
tender (must be accepted to satisfy debts) for all but import duties paid to the US government. The US 
government wisely let these circulate throughout the war and did not create a new series of notes until 
1869 which did not replace these 1862-63 notes. Fractional currency and encased postage stamps would 
substitute for the coins that were withdrawn from circulation. The US government had challenges 
implementing its system, but nothing like the challenges faced in the South. 

The past two months have been interesting and I am honored to have had the opportunity to 
handle a key piece of American financial history. As far as I know, this hoard will remain intact for the 
foreseeable future, which is my hope. Too many of these types of hoards get broken up by the promoters 
selling the notes as souvenirs to the general public, which is their right. But it would be good to see a few 
of these preserved outside of the huge Richmond hoard in the Smithsonian.   

[1] The causes of the Ware were many and included defending slavery for at least a wealthy 
contingent of plantation owners best represented by VP Alexander Stephens. Other Confederate leaders 
abhorred slavery and pleaded to free the slaves to help the military, notably Generals Robert E. Lee and 
Bedford Forrest. Many of General Forrest’s slaves rode and fought by his side after being freed. The 
debate over the primary and secondary causes of the War are beyond the scope of this article, but almost 
everyone can agree that keeping the slaves in bondage did not help the Confederate cause for 
independence.  

[2] The US government issued paper money during the War of 1812 as well, but it was the Civil 
War issues that were the foundation of today’s monetary system. 

[3] There is a story (perhaps folklore) that the second shipment of Confederate $50 and $100 
notes and bonds from New York was almost intercepted by US Federal agents running down the dock as 
the ship pulled away two days after Ft Sumter started the war! 

[4] That meagre rail and river transportation network was increasingly damaged and destroyed by 
invading Union armies. 

[5] While the USS Monitor could save the day in Virginia, monitors were not ocean going vessels 
and Farragut would not have been able to have any to defend his wooden ships at New Orleans. 
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