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PIZFACE

The purpose of this prper is to analyss the principal mediz of
exchange used in Virginia during the colonial perlod, showing why these
media were used and how adeguately or inadequately they performed the
function of money. This analysls will be limited primerily to the role
played by Ptobacco monsy,” coin, and paper meney in tho local econumy of
Virginia, The role of credit as a madium of axchsing,e will o touched on
only briefly, although its importance 1s recopnlised,

The paper falls rather naturally into thres chronolegioeal perlods:
(1) the period 1607«1700 during which an analysis 49 made of the nse of
tobacoo and coins &8s money, (2) the pericd 1700-.175L during whioh the
use of coins and tobacca notes as money is discussed, and (3) the poried
175L=1775 during which an analysis i¢ made of Colonial Virginia's experie
ence wWith paper monoy, the medium of exchange which was overwhelmingly
predominant during this period,

The latter pericd is the koot controvorsial perdcd from the point
of view of historiuns' varying interpretations of Virglala's experionce
with paper money., Traditionally, listorians have adopted the view thal
colonial paper money resulted in severe depreciantion and price inflation

throughout all or most of the GOZGnieﬁ-l These historians were appire

1sunan 5, Burr, Moncy Orcows up in fmerican History (Fublication

Bumber L3e Service Conter for Toacnurs oOf LAStorys washington, 1562},
pe 73 Hlchsrd &, Lestor, Monetory Exnorimentss Zarly fmerdcan and Recend
Secardtinavian {Princeton: Princaton Unlversily Fress, 1959); P. Ly ond
Y. damea Ferguson, "Currenty Finance: An Interpretation of Colonisl
Honetary Practice,™ in William and Mary (varterly, third ssries, X




118
ently providing baskground for the price inflstion during the Hevolue
tionary VWary, and based their conclusions on the experience of Messaohue
setts, Rhode Island, and the Carclings, where depreciation was smmuz

This position has been challenged by several recent works, Such
hiatory_has been written, sccording to Richard A. Lester, in his studles
of individual colonien, by so=-c¢alled "sound money™ menewby suthors like
¥illian Graham Svmner, Horace ¥hite, A. Barton Hepbwrn, Charles Jesoe
Bullock, and faviz R, Jowey. “Aotually the paper money issued by the
middle colonlese«lew Tork, New Jorsey, Pennsylvanis, Delawsre, and Mary=
land,* stated Lester, "depreciated relatively little belore the Bovolu=
tionary Yar,® His study, however, did not embrace Virginis and no
direct oplnion was given on Virginlat's psper roney expermma.s

The wwost recent and perhaps the best study in this {ield, which
includes Virginia, are the two recent works by B, Janes Ferguson, A
viow of the evidence,” stated Forgueon, "suggested that generabions of
historigal scholarship have fostered a mistaken ilmpression of the mone-
tary practices of the oolom.es.”" "Ifhe predeminant fact," atated Fergue
gony Ywas not the failure of paper money but its success and' good credit

in the solonies, from Hew York to Haryland, in Virginia, and in South

(1553), 153«5L, This will hereafter be referred to &s Fergusan, “Cure
rency Finance,®

2&3!’2" D0 g}ﬁ.; P Te
awater, it E—%&" e b
I‘Farguacn, OPe Eé-_gug Pe 180,



iv

Carolina during its later devalopmnt.“g

Typical of the description of Virginia's experinent with paper
money, vy those suthors following the "traditionsl view® (and few,
indeed, deviute from this view) is =3 follows.

%The axperience,” stated George L, Beer, “with Virginia Faper
Honey durdng the war and the justifisble complaints of the british nozw
chants fnduoed the imperisl goversment to take steps to prevent guch
ovils in the future,”® According to Oscar T, Barck, dr, and Hugh T.
Leflor, the issucs of paper noney wore anybhing but successful in the
southern cclonies, ncbably South Carolina and Virginia, whore over-
erdasions resulted in 'severe depreciation,'®! M, R, Caine and Willism
Je Shults stated that Korth Garolinats paper monoy fell on sane 0CCam
glons to ten per cent of their value wiithin a ysar and "Wirginia ine
dulged in still wider meases."a Lawrenca i, Gipson concurved with
bhis majority views "The expansion of ourrsncy," stated Gipson,
"y o » resulted in lts xapid depreciaticn [ia Virg;ﬁ.nig."g Horbert Le

SE. Jares Ferguson, The Fower of the lurss (Chapel Hills Unlvere
sith of North Carolina Pruss, 1901)y Ps lbe 3his will hereafter be
reforred to a8 fsrguson, fower of the furse.-

6:e0rge Lonis Beer, British Colonial Pollcy 1751765 (New Yorks
Peter Smith, 1933), p. 186. ,

Tsscar 7, Barck, Jr. and Hugh T. Leflor, Colonlel imerica (New
York: The Hacnillan Company, 2958), pa 375

awnlim Jo Jhults ard A B, éaine, Financlal Development of the
United States (Now York: PrenticeeHall, Ince, 1937), ppe 35=36.

J Lowrence fl, Gipson, "Virpinta Planter Debts Befors the American
Tevolution,” The Virpinla Bagasine of Bistory and Blopraphy, vol. 69,
noe 3 {July 15cl). '
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Osgood oxpresses a more moderate view ochout Vimgintials paper money dee
preciation: "Ixchange in the pesntime sank lower then had been customary,
creditors lost correspondingly on their long term debts and Eritish amd
Virginla merchants again began to complam."m

Ona of the purposes of this pm of the paper will be 1o invesbie
gate this traditional historical oritlelsnm thod Virginlats paper money
sxperionce was unsuccessful and resvlied in sovers deprecisilon, Mapw
thermore, and related to the above, tho osbjections of the Hritish more
chants to Virginia's paper money will be analyzed to seo to what extent
thoy vere justified,

A further purpose is to present an historicsl survey of the uze
of paper money in Virgimia from the French and Indlan War to 1775.

10ertort L. Oogood, The Aserican Colopdes in the Eiphteenth

Century {(New York: Columbia Uriveralty Press, 192L), 1V, 233,
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CHAPTER I
THR DLVRLOFSENT OF TUE USE QF TOBACCS AS MOREY
Ie IHTROGUCTION

fetwaen 1607 and 1700 the populabion of Colonisl Virginta ine
creased from several hundroed to many thousands, The financlal aysten
of Virginia was based o a gread extent upon exchange in the slmplest
ard ecrudest formeebarter, An agricultural product was exchanged for a
mammfactured product or vice vareu.l The esonomic success of the colony
wap assured with the development of the tobagco cmp.'?" Tobagco rathay
than coins was used in all payments whether external or domestic, ine
cluding texes, tithes, dabis due merchants, free mechanica'! remuncrae
tion, wages of servants, and land purchases, In the early decsdes of
the solony there was virtually no clreulation of colns, and eveon afier
nmine decades, the supply was quite small, The inportunce of tobacco in
the Virginia econcmy has been well desoribed by Fnilip A, Hruces

In no slmilsr instanve has an sgricultural product oentered so

1Such a barter arrangement was not pogsible in the How Fngland
colonies, which lacking 4 staple crop in demand by the nother country,
had to trade with the Wesb Indles and interwpolonially to oblain money,
eredit, or other producte to gettle their Lalances with England,

zbue to the nature of the native plant, Virginla obacco was of
poor quality until John Eolfe revolutionized the industry in 1612 by
bringing in the seed of tho swael-sconted ard the orinoco varieties of
nieotianl tobagum, flgh Jones, Fresent Strte of Vlr?inia, od, HRichard
e dorton (ChapeI lii.ll, 1956; orig. e&.%ndon, Clily Pa 197,




decply and so sxtensively ints the spirit and framework of any
modern commnity, It was to the colony what the potato had boen
%o Ireland, the coffee~berry to Brasil, the grape to France, and
com to Egypts and it was something more. It was, as il wors, ab
once an sgrioultural and a motallic commodity, whichk owing to the
perverso taste of nenkind, was as valuable in itself as the potato,
the coffeowberry, the graps, the grain of wheat and at the saus 3
‘moment as precicus as gold or silver and more preciocus than igron,*
In the early otages of colonization each settiler was largely
selfeaufiiciont in the esatisfactlon of hia everyday nceds., As Barok and
lefler Andicate so woll, the farmer #, o o wag a jock-of=all trades:
carpenter, mechanic, primitive engineer, tanney, hunter, and Lrappofes
t0 mention only the most irportant avocotions, ind his wife vas Just
ag versatile around the houge oy the fam, making soap, candles, bute
ter, clothing, and the uka."l‘ Thers was, therefore, little need for a
medium of exchange. Only the exchange itself wos needed, the buyer and
geller exchanging nmiclaa.s
As the population and volume of trads expanded, the colonisto
dosired England's manufactured products in inereasingly lerge quanti=

ties, mnd the Englieh merchants were anxious to obtain all the tecbacco

'39111119 As Bruce, Leonomic History of Virpinia in the Sevenw
teenth Century (aecoml oditony Hew Yorks Peter faith, 1935), 1ls 196

hz:arck and Lefler, OPe« m». Ps 335

5"'i'ha contents of the magaszine established in 1616 were dolive
ared by the Cape Merchant to the planters in return for tobacce. In
later periocds such & magasine was precticelly established upon each
estate where imported poods wore exchanged for the planters! tobacco.®
21!??.;5’. ope Cit,, PP. 198-99, Thus the need for coin was greatly
inine




ava:ti.tl.a’tble-6

IX, TOBACGY BECUMES HEDIUK OF EXCHANGE

However, with respoct to local transactions the need for a legal,
circuloting medium of exchange becane inorsasingly acute to pay various
local debis, taxes, wages, et cetera, In an effort to meed thle nsed,
arxd Lecause of the scereity of coins or other satisfactory media of exe
chang.e,'? tobscco was resertod to, beooming ‘the legsl medium of exchange
in 1621, "That comoditle 48 become thely monny and 1s valued att 38 the
pound certain, (be 1tt good or badd)s o » ."8 The use of varicus commoe
ditius as monoy was comuon throughout the coloniel period and is kmown

as comnodity money or "country pay. n?

6‘1‘%113 ins what England hed anticlpated and desired at the begine
ning of the foundation of the colony in accordance with the prineiple
of marcantilism, Importation of Virginia tobscco enabled Zngland to
reduce her imports of Jpanish tobacco, an important mercantilistic
objeative because of her unfavorable balance of trade with Spaing and
as production incressed; England recelved more than she could consume
and re~exported vast quantitise to Furope, thereby having a favorable
effect on her balance of trade with Europe, obvlating the necessity of
meeling balances with specie, Avtimr P, Middleton, Tobacco Coast, ed.,
Goorgie C. Hason (Newport News, Va,t The Mariner's Muscum, 3953/ Pe 2s

Tsea belows ppe LeS,

» B&aan Y. Kingsbury (ed.); Hecords of the ¥irpinia Company of
Lordon (voshington, 1906-1935), i, 519

9Gcm, cheeps cabtle, furs, wheat, rice, mm, flour, whale oil,
wera ancng the more commonly used ones, and et one 4ime MHorth Carolins
declared more than twenty items to be logal teader in payment of finane
cial obligations, Harek and Loflers ope €its, Ppe 37172,




11T, OTHER BUBSTITUTES FORl A YRARD CURRERCY®

There wore severasl other media of exchanse or substitutes for
noney in the colony, Hoanoke and wampumpeke, a form of money origingm

10

ting with the Indlans, had igpal tender atatus, Besver skins were

used on the Hastern shore as money., None of these were used excest to

& very linited extertb.n

Other substitutes for money insluded tills of
exchanze, specisltles, credit, nonemonetary remnaration to indentured
sarvants and slaves, reciproeal labor arrangements among the coloniats,

and even labor 1t5e1£-12

Bills of exchanze. A bill of exchange is an unconditionsl write

ten order from one person to ancther to pay some designated person a
definite sum of money. "i‘hay were excellent media of exchange in trade
with Fngland, being partiolarly smportant in the Northern colonlese
Thelr use in Virginia for interw ox intrascolonial use was very }.imiwd.u

3pecialties. A specialty rofers o a dontract or obligation under
soal or bond ususlly providing a upecifiéd mebhod of payment, For exsme

mhillima Waller Hening (ed.), The Statutes at Lar'-e,
Collection of All the Lows of Virpinia (Richmond and “Tmph 2y 1809w
TC237, 1s 357 1Inis will horeafter be referred to as enin,c‘a Statutes,

ufm&co, Spe 9&0, PPe 520w21,
anrhis Putnam Hettels, The Monoy Supply of the fmerican Colow
nies Lefore 1720 (Madison, Wisconini University kumoer @s 1934)s Pe
157« Gee also parck and Lefler, pe Cite, ppe 22Le25,

Blbm-, P» 37hs
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ple, cider was used fregquently in thie mannor &8s & subsiitute for hard
k¥

ey

Crodit. FEecuuse of the lick of s sotdisfastory medlum of exchange

in the colony, coredlt was used extensively as & substitute for mn@y.ls

Indontured gservants and slaoves, Indentured sarvants and slavos

were pald in the form of feod, clothing and care Linatead of money, ree
ducing greatly tho need for monoy,

Reciprocal lebor arrangements, Such arrangamants intluded housew

ralsings, corn=huskings, caring for a neighbor?s fleld at a time of
miafortune, ot cetera. This refuced the need for employing persons st

money wages to porform thest taske.

labor, The individuzl's labor ltself was occasionally the paye
ment for goods amd services, such a3 carpentry work, lubor in the

tobacco fleld, et cetera,

iIV. RUCESSITY OF THB COHTINUED U3E OF TOUACCO
AS A WEDIUM OF EXCHANCE

There 18 much evidence of the necessity of the contimed use of
tataseo instead of coing {Lecanse of their scareliy) a2 the ciroulating
modium of exchange throughout thoe century; as indicated in the following

uﬁbm., Pa 225.
15368 bolow, ppe 13-1ha



&
illustrationss On July 31, 1619, the Cenerel Assembly passed a law to
the offoct that quit-rents'® were to be payshle in tobacco even though
lozally they should be paid in coin, an indication of the acute scarcity
of specia.u On June 26, 1636, $ir John Harvey wote to Secretary
© ¥indebank in England and set forth the acarcity of money in the colony
and the injury to trads in Virginia caused by their lack of means to pay
for labor untll the crops of tobacco were ready, and made, in part, the |
request "that some farthing tokens ba. gent over and made current tham-“m
On april 6, 1638, coins belng extremely soarce, the Croun was petitioned
for five thousand pounds sterling anmually in coins Y, , , uwhereby artie
ficors might be encouraged to use their tradna."w In March of 1642, a
law was passed providing "that noe debts made within the colleny for
money shall be pleadable ard recoverable in any court within the same”

oxcepd those contracted for horses, mares ard shoep (for tha encouragae

ment of those omem).m This vas passed becsuse of the extrome diffie

w”Qui.t-renta vere yellcs of feudaliam brought to the colonless
An originsl part of the old panorial system, they were a money gsubsiie
tute for produce or laborj by paylng 8 fixed nomey rent, the payee was
fquit! from every other anmal feudal requirement.® Dorck and Lofler,
2_&3&0, Po 319

Myaws of tho Assembly 1615, Coloniad Records of Virginia (State
Senste Dooct, Extra, 16116)3 e 16,

28y, Noel Sainsbury {ed.), Calendas of State Papers, Colonial
Series, 157L~1660 {london: Longman ord RobGerts, 1BCDJ, Phe 230=30e

w’vander Faperss Helng coples of Jtate papers now in British
Publie Record Offlce, Lomlon, relating to Virginia in Seventeenth Cene
© tury (2 volm,3 Virginia State Library), I, 1ll.

20
Honingp's Statuten, 1, 26788,




culty of meeting such contracts in coin. This was the law until 1656,
when, with specic apparently becomlng somewhat loss scarce, & repeal was
passed 80 Pthat all money debis mede in the colony shall be pleadable
excopt only such as were made in time of & former prohibition of money
dabts being pleadsble /Farch 26, 1643, to Octobor 10, 161;27.".21 Thas
only contracts that specifically provided for payment in money were aene
forceable, |

In the latter helf of the seventeconth century there are many
indleations of the econtinued soarcity of coine A law passed in 1661
provided that quite-remts be payable in tobacco at two pence pe.r pound
Uy s « quiteronts being due in money which wa, beaing destitute of coins,

22

cannot procure " After the Glorlous fevolution (1688}, quiterants

wore 8t1ll usually paid in tobacco.zs
V. SUMHARY

Prom the foregolng discussions we see that the circulation of
coin was quite limited during the enlire seventeonth century, particu-
larly during the f£irsd half; that a medium of exchange was noeded greate
1y for local transactionsg and that tobacco bocamg the medium of oxe

changa,

2lmpia,, pe 27
22n44,, 111, 1.

2iartuell, Chilton, and Elatr, Present State of Virginis (Lone
don, 1697), pe S6a




CHAPTER 1X
TOBACCO HMONEY VENSUD COIN AS A MEDIUM OF BACHANRDEL
I, GUALITLES OF A GOOL nOuY

The qualities of a good mom;'J include wide noceptnbilﬁ.ty,
stability of value, divisibility, portability, durebility, and cogni=
gability,? Lot us seo to what extant tobacoo has or lacks thess impore
tant attributes of o good monsy ar tosparcd to coins, Soms other
camparisons with coins, as a medium of exchange, will also bo made.

Wide acceptability, Commodity money differs in one important

reapect from barber. It has logal tender status, and as such rust be

accepted in all payments, whother public or private., There was always
a demarxd for commodity money, being used in cormection with the fiseal
needq of the colonlal governmarnd &s well a8 in various private trange

actions, Eo a poraon could receive such & produot with the Imowledge

that, like coin, it could essily be dieposed of eithepr in the payment

of taxes or in private transactions, whereas, other commodities couvld

ke refused when termdered to meel o deble

":éoney may Lo defined, apart from its lezel tender statue, 23
any nedium of exchange which is widely accepted in paymend of goods,
garvices, and dobta, and is sccepted without referouce to the ¢redit
starding of the person offoring it in paymentj checks and promissory
notaa would not, therefore, qualify as money. Jules I Dogen, et al,
Money and Bar (third editiony Now Tork: PrenticeeHall, Inc.,
19227% 3 PPe Sely

2Ibido' PPe 1k-15,
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In simple barter a sstilor traded sn article he possesssd for the
one he wished to consume., Whereas, in the cuase of comnodilty nmomey, the
exchange contemplated not the consumpllon of such money, Wutl wsing it to
purchane sowme other article, The intermediate commodity thus performed
the function of money,

Gbebility of volue, Turing the century tobacco was used a8 &

standard of value a8 wall as a modlun of exchenge 4in the great najority
of transact:lons.3 When tobacco prices began to fluctuate, 1t bosame
highly advisable to use the €igures of Inglish ourrancies in nost
transmtiona.h In 1623 the Assembly passed an act requiring that in
caleulating the value af estales of deceasad persons that %, o ¢ 811
estates of any deceased person, be appralsed after the rates of money
ond mwt in tobacco s hath teen the cust«m."s Thus, coin alone, rather
than tobacco, was required to be used as the sxpression of valus, this
being because of the loss caused by any sudden drop in the price of
tabacco. ’

In 1638 office holders were paild in tobasco although theiy salary
wag rated in coln,; an indication of the importance of using coln s a
megsure of value.6 A docline in the price of tobmoco would have

331‘!30@’ Lp. 2_5_.3-) Fe ’JSS.
bﬁid-, Ps Mt
Stentog's Statutes, I, 170,

Ssatnsbury, ope clte, 1636-1639, pe 267,
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fnflicted a very serious loss on colonial officials aince thalr purw
ohasing power would have besn raduced in direst proportion to the price
reduction of tobacco, Howsver, in the vexy great mejorlty of othoy
transactions tobsoco was 5611l the standaxd of wvalue, e.gs in remunore-
t1on to doctora’ and mochanlcs, tithes, various debts, et ce%era.a
Debtoxrs invariably walted until) tobacco was plentiful and prices low
inflicting thereby a loss to the creditor.’

By 1670, oa a protection against the fluctuation of tobacco
prices, 1t had become increasingly frequent to draw apmlnlm.esw in

mongy sterling, although 1t is doubtful whethor they were actually paid

in mnoy.n

Diviaibility and cognisability. In order that monsy may be used
in s~all payments 43 is necessayy that the fractions be equal in a1l
respecta, Jilver snd gold have thls quality, tut not tobaces, which
has an uneven quality of laavaa'.m A8 a result,; disputes about the
quality and amount of tobacco terdered were commonplace.

Ttn 1670 Dr, Haddon eharged 1160 pounds of tobacco For twenty
doys attendance, lucluding modicine, Iovrk County Aecords for Sevene
teenth Century, 166L=1672; p. 117. Virginia State Library.

8see below, ppe 13-1lL,

9Joasph Ce Lobari, _‘_I_'_};g Story of Tobasco in Amerdca (lew York:
mma A, Knﬁpr, 3'9’-59)3 po 1 35

10,
[

es abwve, pe L
nﬁruce, 9P 2}&;, Ps 507!

roverty 0y Sltes o 35,



¥hether in public or private transactions, there was a strong
tandenoy for the most inferior product to be used. In raising tobacco
the golonists werse actually oporating mints singe tobacco was moneyl
The temptation was indeed groat to pub worthless or inferior products
into clrculation, Oreshan's 1nw13 regarding noney was cortainly oqually
applicable to tobasco money, for the colonists ware inclined to pass off
their worst grades for local use and withhold their best gredes for
foredgn consumption, In 1670 an act expressed these sentiments and
required certoiln dutiea to bo paid in money., %There appesarea an incone
" venionce in the act vhich allowed the duties to bs paid in gocds, which
are found 40 be unsaleablo or perishable, , « « It 18 therefore enscted
that o » o the duties /ars/ enjoyned to be paid only in mony or good
1L

bills of axchange well secursd.® Furthermore, tobacco currency could
te debased by giving its inferlor predes a decsitful appearance of good

quality, and by packing trash in hogsheads of tobacco,

Portability, An inmportant quality of any good money is that it
has a relatively high wvalue per unit of sige and weoight, If the value
is too low, the coat of storing and Sransparting it wil) preclude itas

Lngreshants law® states that "money that has value in @ none
metallic use (including use in another coundry) will tend to rove, if
1% 15 free %o do so, to the use (monetary or nonemonotary) in which its
value is the Nhigher,® Charles K, Whittlesey, Principles and Fractices
§§ Honey snd Danking (New Yorks The Macmillan Company, 15L8), Ppe 107~

-

U‘In 1670 an sct required certain duties to be paid in money bew
cause of the practive of the colonists in meking payments in unsalable
tobacco, Hening's Statutes, 1I, 283.
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use a8 a standard money in transsactions of any mgmmdo.ls_ Tobacco waas

nlky and heavy in rolaiion to %5 vrlug and was for this reastn a
seriocus cbstruction to all businoss transactiom.m Since tobasco worth
five ohillings often weighed as much &s sixty pounds, practioally any
payment of consequence would require the use and expense of a conveye
ance, Hany oxpedients were resorted to in the handiing of publio reve-
nuos, For example, Sen por cent was allowsd the sherdfl for such cole
lection, an allowance necessary to mest the cost of shipping the tobscco
from the plantation to the suditor at the seat of the aowrment.w

Bocaugse of the bulkiness of tobavco the problem of storuge
figured in disputes over paymont of debts. Creditors often refused to
take tobacco whon they had no place to sbore it, thus leaving the bLurden
of storsge on the debtor, and preventing the discharge of his debt. To
prevant thie practice the Asseubly passed in March of 1662 a law that,
Aif a creditor refused such tobacoo, 1t might be viewed by two dmpartisl
Sudges, CShould they pronounce 4t good and merchaniable they wourld have
to accept 4t or the debt would ba diachargad.m

Durabilitvy. Tobascco waa subject to deterioration amd was ofien
damaged while being transportsd. This reduced further its desirability

1530’3]3!2‘ at al, Bpe Eéiop Pe 15,
mPu‘olio Good without Private Intorest (London, 1657}, pe 2.

173@:11:;{;'8 Statutes, I, 313.

B1pid., 11, 20L, This oct was extended to include shorifis and
other collectors of public revemues in 1676. Ibid., 11, 350.




a3 a medium of ezchanaocw
I, ONER COAPAKISORS WITH COING

Tobaceo aveilable only cnse & year. Another fault of “tobacco

roney™ was that it was avallable to most persone only once & years As
a resald, a trezendous minter of payments had to be deferrede-a forced
extension of orodit,2® This vas a partleular dissdvantage to the froe
mechanics, who frequently raised no tobscco, "lothdng has hindered tha
progross of the urts, ard menual trades o « o nore than want of noney
amdrg themy among them tobacco is their currensy Jand/ they [The otber
coloniseg? do not have 1t all the year round to pay woriton, n2l Pay

to the tradesmen waz in parcels of tobasco with tho benefil of it coming
btut once a year, 4t tho end of tho year they hed te trust their "cone
cerna® to a recalver, who went among the planters that owed them tobacao,
received 4, and marked it for thenm, charging ten per cent for his sere
vices, Puhich Feceivers, 1f they wan® eithor Bkil) oy Honesty /widl/
prove very fatal to the Merchantg"zg The forced extension of credit
also resulted in bad dehts and tardiness in paylnge Furthermore, as

Yartwell, Chllton, and ilair, ope clte, Pe B¢

2053' the provision of an act passad at bthe session of 1657-58,
the creditor was deprived of 211 right to require the settiement of a
debt on demand, if poyable in tobacco, except bedween Deotobor 1 and
Jarmary 31, Henlrg's Statutas, I, L3O,

aS&&nsbury 3 920 92:&«, 15713"1660, Pe 800

Zyartuoll, Chilton, and Pair, ops ciey Ppe 8=0s This relates
to entire discussion sbove,




montioned earlier; a drop in the prices of tobasco would reduce the
oreditor's purchesing powey proportiamtelmas

Detrimental effect on price of tobacco. Finally, the effect of

the use of tobacco as money on the price of tebuccs should be mentioned.
The use of "tobacco money® made diversifiecation difficult, Ib was
essentiol as & mediun of exchonge, the person who dldn't grow it falling

to supply himself with the accopted medium of exchanges Yven the {ree
24

mochanics felt 1t necesasry to grow tobacco, A8 & resuliy, L4 cone

trituted directly %o mr-pmduction.es Ap Cy P, Netiols desoribes so
wells

Throughout the seventeenth centuxry tobsceo prices folloved &
downward trendy the domand for the commodity sbrosd did not keep
paxco with production in imexica., The underlying recedy was ta
supplement tobacco growing with other industries. The use of
tobacto sa money, however, rmade such a change dlfficulty it oven
encouraged most of the planters to roly malnly on tobacto. « « «
It, therefore, contributed directly to overwproduction, unsiatle
pricea, and all the evilas Mgidanb to & curreney which represerted
no settled intrinsic value.?

2z0e above, pe 10,

2hine Assembly was forced te pass a lew in an attempt to curb
this practice, the services of the mechanice tedrng in mch dumand,
Henlng's Statubes, I, 208,

25"}\.5 the tobasco eolonies increased in population, thelir produce
tion of staple rose phencménslly, 4hen the ¥nglish marvket bhecame glutted
» » «» 8bout 1660, prices fell so low that the plantations were scarcely
- #ble to subsisb,® Middleten, op. cit., pe 2,

Frequent efforts wers made to curtall produeticn, usually in cone
Junction vitk Xeryland, with 1ittle suceens, In 1461 an act wus pasesd
providing for the restraining of planting providing that Maryland would
accede, liening's Stetntes, II, 32, Thic wes repealed in 166L. Other
efforts during the contury met with a simllar lack of success, See

2yetters, op. oite, pe 218,
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From these many shortcomings of fcbacco it was only natural that

mich effort would be nade to increase tho mupply of colnhe



CHAPTER IIX

EFFOEE8 TU INCEEASE THe MFTALLIC CURRERCY DURLNG
TRE SEVENTEZWTR QENTURY

I, EBASON WOR ToE SCARCLTY OF COLKS

e have obsorved that throughout the centuyy specie or "hard
money? was extremely scarce, and that "tobacco money® fell short in many
reapects as a4 substitute,

| Thore are many reasons for tho scaroity of money during the cens
tury, including (1) the majority of settlers were poor, and uhat money
they had was soon spent in purchasing necessities from Englmdji {2)
thoro were no pold or silver mines In any of the colon.’:.aaxz (3) England
wvas both nmmmgB a.bd unahla!‘ to emé»ply the colony with colnss (B)
through the charter change in 1609 coinage was pmhibibed;s (5) EIngland
disallowed the use of arbitrary vaiuea for foreign mna’y,é and would nob

allow the colony to prohiblt the exportation of coins? and (6) Virginlae

lparck and Lefler, op. Cite, pe 370.
214,

3uettels, op. cit., pe 261,

Urvid,, pa 270,

54190 sse ivid., p. 201,

6506 below, pe 20,

Tiottela, loc. cit,



17
had an unfavorable balance of trade with fngland and it was siore £avorw

able for them to use specle for purchuoses sbroad than to keep 1t at howe

a8 none'y.s

Englandte attitude toward the circulation of colng in Pirginis and
other colonles is very ably expressed by Nettels:

The English colonial officials of the late soventeenth century
held no uncertain viewa respesting the relationship of ¢oin $o
the economic independence of a region, They believed that specie
stimlated industry and led to a diversification of busivness actie
vity, Applying these ideas to America, they concluded that if the
colonles possessed a large fund of coin, they would develop mante
facturing of their c¢wn and coguire a selfe-directed trades Such,
indoed, was tho actual intention of the colonists themselves, for
they generally asaserted that they nseded specie in order o stimie
late town 1ife, to promote local industries, 0 encourage shipe
building, and in general, to lessen thelr dependence on foreign
noarkets and supplies, I4 was natursl than for England to let the
plantations get along without & lerger supply of coin., For 4f a
noney econony in America ghould faclllitate munufacturing and diverw
sify trade, the colonists might draw pore and more avay from the
parent state. Thelr dmports from Englend would decliney they
would moon control the markeiing of thelr own producej their come
marce would forseke the mother country; and the profits of manue
facturer, shipper, and distributor wsuld pass from English merchonts
to their rivals in the Hew World,”

I1. FEFFOKIG 19 IRCREASE TEE SUPPLY QF COINS

Because of tobacco's many shortcomings as a substitute for colin,
it 48 not surprising to find that many efforis were made Lo increass
the supply of coin in the colony. 7These offorts in eolonial Virginta
consistod principally of ralsing the legel value of ¢oin, Other offorts

8rvid., pe 283,
91bid,, pe 59
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$noluded prohibition of the cxportation of spocie, one attespd at coine
sge, and various requests to England for eolna,

faising the lezal valuse. In 16LS tha colonists, being extrenely

anxious to inoresse their coln supply, encoursged the influx of Spanish
noney, prebobly from the Spanish and English islarvds in the a’éat Indiea.m
By estahli.shing the arvlirary ovor-valuation of 8ix ghillings at which

the Spanish "piece of elght® was to be rocelved iu payment ot 311 dobts,
it was felt coin would bo attracted from the cutside world and would not
lcave t!mna!’ter.n 1t iz evident that the people did not consider 1t
intrinsicnlly worth this much, refusing to accept it in 'brnnsneuonaum
For this reason, in 1655 it becarms necessary to lower the loocal wvalue of
tho "piece of eight" (silver or non-silver) to five shillings, persons

_ remsh;xg to accept it at that valvation to be sumvoned to courd, *‘For
the greateyr incouragement of manufasture and other trade be it inscted

that all pesces of eight of what metile scever shall pass for currant

1°£'ruce » _?Eo Eqi__t_o » Ps 5020

nﬂcn&.ngga Statutes, I, 308. 4An sccurete mathemstical valuation
mode the "plece of eighl® equal to he & of Inglish monoys 3o intere
ference with the free flow of the coin would have resulted if that ratio
had been maintained, Even the valuation of five shillings was an eleven
per cent over~valuation, D. 0. Dewey, Financial Ristory of the United
States {cleventh editiong ew York, london, torontol Lonpman, Urecn, and
EOO, i931)’ Pe 5. See also ﬂettﬁlﬂ' 221 %' Pa 232.
, Arother purpose was to oblain a cheap currency for the peyment of
debts, the dobtor needing fewer coina at the higher valuation to moet a
debt, 7Thug there was & patursl reluctance on the part of the creditor
to accept them, Ses balow, p,. 22, £ne 25,

12

bruce, ops cite, pe 503,
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and lawfull ot five shilling per peeces « o ."13 The aot matntained
that its intention was to aid the mamunl tradess However, in allowing
“pieces of eight,” silver or otherwlee, to pass as curroncy at flve
ohillings, a great deal of spurisus coln was passed upon both the mamal
trades as well as others.u' Yor this reasom 1% was nocessary to provide
the next year that only "pleces of eight! of gound silver could pass st
five shillings, "Hee find Sy experionce « « « that nothing can more
discourage themﬁhose in the manaal tradeg7 3§ for aftexr they have long
laboured for a subsistance thoy would have soe nany counters instead of
sterling noney for the sweat of their browes. » o o o folse money shell
be currant in this collony; the pseces of elght that are good and of
silver shall pass for five skillings aterli.‘ng. o & .“15 Iin 1650 this
act was reeenacted but with the srovision that only a refusal of sound
sllver "places of eight? (versus monesilver or unsound coina) should be
punished by a fire of twenty ohiui.ngs.lé frucets Inferonte would aeen
to be correct that in the popular opinian a "pleco of efght,? even
though of silver and of sound quality, mist not have bcen equal to five
shillings} otherwise, there uould have been no necessity to compel ite

acceptme.m

BBQE&!&E 'n St&tﬁt@ﬁg I » h].Oq

i 1wg,, 1, 397,
Brya,
101d,, pe 193

17153.“&109, Ops 8itey Pe 505,
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Again in 1680 legal values were prescribed on a1l foreign store
1ing monoy in Virginia. The French coin waa set ab six dollarxs, the
spiece of eight® at uix shillings (an sdvance of ons abdlling ovar its
earlier rating), bhalf "pleces of eight" at thres ahililngs, and one-
quarter pleces at oipghteen pence, &nd the Hew England coin ab one shile
nng.m In 1681 the Crown was yequested that pommiszeion be glven to
enhance the value of all coins by tuenty five per cent, bub therec is no
indication of this being grantod.m

in 1686 a sinilar type of request was made by & petition to the
‘Crown, in which pemission was requested to incresse the legal valus of
the "pioce of eight,” ¥rench crowns, and othsr forelgn woney, 1t was
expectod that the tobacco merchunts would import lorge quantibics of
coln in order to obtain the margin of proflt bebween the real and the
fixed valne of the coln.aa

The propossl was subtmitted by the governor smmd the councll te
the Crown and 1ts reply indicates vexy accurately the objections €6 guch
e practice, The Crown took the position that no rale should be sebt upon
moray sterling otner than according to its yedl; intrinsic value and
vorths that the prozosition, if carried out, would be & gread hindrance
to trade, and instesd of a general advantage, lsad oaly to the advantage

18113d., ps 508, oiting Rundolpn H983, IiI, 398,

19J. W, Yortescue (ed,), Calendar of State Tapers, Coloniael
Series, Amerioa und West Indies, volume LoU1l«BL, ps 9le London, 1890,

20,,
Sruce, oD cils, Pu 509,
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of certain dobtors who would, by the use of overwvalued coins, gain the

opportunity of defrauding their credﬁ.tors.al

Efforts to provent exportation of coins. EIffort wes made by

lecislative enactment in 1658 to prevent the exportation of coins, appare
ontly with little sucoaess judging from the continued shortage ér coin
throughout the remainder of the century. It uwag provided that no monsy
sterling in excess of forty shillings could be axported and that V"if any
ohall exceed the said oume /the offender will have/ to forfelta double

the value thereof, n22

Atterpt at coinage., In 16LS ten thovsand pounds of copper was

ordered to te bought ard coined into two pence, six pence, and nine

a3

pence coins, Apparently this was never dono becsuse no refevance wag

rade to such a coln in 1680 in the Generel hsserbly's listing of the

various coins in circulation in Virginia and their legal valuea.gh

21%;)01‘?‘ of Commissioners of Cuatom, April 30, 1687, Colonial
Entry Book, Virgirmia, no. 83: ¥cDonald Papers, VII, 107«C8, Virginia
Etate Library,
‘ This was striking lenpuage to hold in the seventesnth contury,
when, on account of the fallure to recognise money storling as a simple
comrodity like iron and wheat, & general bellief prevalled that it was
perfectly conaistent with sconomic laws to disregard the intrinsic
worth of coin and to place upon it any value that mistaken notlons as
to the true interssts of the people sugpested," IDruce, op. cit., p,» 510,

22Feniﬂg'ﬂ Statﬂmﬂ, I, 1193.

23Ibid., Pe 308, Virginiatls colnags right contoined in her orie
ginal charier was not renmoved in her charter of 1609. Apparently sha
was claiming the soverelgn right of coinage,

athce, Ops €its, Pe £508, citing Handolph #S83, 111, 398. Uee
abave, p, 20 .
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Coinage in other coloniecs was also unsuccessful in accomplishing the
desired purpose.s’

Petitions to the Crown. Another method of atiemptlng to inoresse

the supply of coins, apparently with little or ro degree of success, was
through verious petitions to Imglond o export colns to Virgi.nin.. in
1636 @ request was made of the King that "some farthing tokens be sent
over and made current there" because of the great nced of the meahmuo.a{’
" In 1538 arother potition was nsde to the King, this time requesting five
thousand pound sterling anmuslly &n colns, "whereby artificers might be

encouraged to use thelr tradea."27

IXi., SUHMARY

The various efforts made by Virginin to increase bher hard Cur=
vency during the sevonteenth century met with but very limited success.

esin 1652 ressachusetts coined her famous "Pinetree Shilling,!
The alnt had beoen established to provide a looal currency, the sllver
contant of the coin being reduced substantially below sterling to give
it @ higher value at home than sbrosd, The importers then raised the
price of Znglish goods to correspond with the reduction in allver gone
tent of the “ossachusetis shillings. This practice, mald tho daputies,
brought an under-valuation upon all commodities ralsed in the oolony,
and not even the law forbidding exportation kept tho shillings home.
Nettels, ope citey pe 171 The Massachusetis coinage is significant
because it indicates oo well the fallacy behind the colonisl view Hhat
speoial colnage arrangenments or arbltrary valuas seb on colns would cone
£ino the eirculstion of coing %o intra-colonial use,

263& above, p, G,

27’éi.nder Papers, I, 111, 3ee above, p. 6»
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Hor one attempt et colnoge epparently was never carrled oul, her efforts
at reising the legal value were basically unsound and also disomraged
by Incland, as ware her attempts to prevent coin exportation by legise
lationy and {urthernore,; Inpland refused to send coln to Virginia,



CHAPTER 1V
EFEONTE TO INCHEASE THb METALLIC CUIREHCT 1700-175h

¥We have observed that throughout the seventeenth century spoolo
was extresely scarce, and that many efforts wore made to incroase the
supply of coin in the colony, ths prineipal effort consisting of comw
-peting with other colonies fér specle by raising the legal walus of

2 Mirpginiats success in this sndeaver of inereasing the supply of

coin,
hard money was not substantial, Fortunately, her need for coin was fax
less than that of her less selfesufficlont nelghbora of the Horth, In
the eighteenth century Virginia contimued her efforts ab increasing the
supply of her mstallic curvency, rvegulation of the logel velue again

Yeing the primary method,
I. FEGULATION OF TEE VALUK OF COIN BY wBicHut

During the seventeenth century the value of coin had been rogue
lated by the "plece® (Spanish "pleoe of elght®) instead of by welght.
This method became inoreasingly unsatisfactory in the eightoeath century
ﬁi’ob the more complex conditions of trade which were fasi doveloping and
in conjunctlon with many sbuscs that hed arlsen, Hany of the colms in
circulation had been go Yelipped® ap to have lost most of thely original
velue, The different varleties and alloys caused great confusion, For
exanple, the new Seville plece of eight, containing 308,7 grains of

L5060 abave, p. 1B,
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silver, circulated side by side with the 0ld Seville pleoce of 387 graeins
of silver.a

Another difficulty in the way of regulating the value of current
coins by the "plece” lay in the Act of the 6th Anme (1708}, which stricte
ly defined the valus of 3panish money, thus making thias methoed of regula-
tion illegal, %hils this act was honored more in the breach rather than
in tha observance, it apparently did ect as a check on leg,iulntion.s

These difficuliies were overcore by changing the laws and setbting
the price of noney by woight, the ownce or pennywelght, without reference
t9 the denomination, This practice wes followed by nearly all of the
colonies during the eighteenth century and for a time their valuas core
formed to the ones required by the 6bh Amne, six shillings ten pence per
ouncey howsver, the peculiar conditions of each cdolony led to a breach
of these provisions and a contimuation of the seventecnth ¢entury intore
colonial sompetliion for specie by artificial valuation of the coin-wnow

by weight instead of by "piuca.”h

1. REVALUATION OF COIN IR VIROIRIA

48 in the seventeonth century the price get upon the ®ploce of
Eight® in Virginis was rmch lower than in the other colonies with the
inevitable result thal cein was more scarce in Virginia than elsewhare,

PO

Z4i11iem 2. Tipley, The Finarcisl Ristory of Virpinia 16091776
(¥ew Tork: Colunbia College, 18%3), p. 12he

31bid., pe 125,

hlbi.do

o =
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¥hen the Assombly met in 1710, there was a grest depression in the to-
bvacco trade, nocessitating large exports of silver to meet balances in
England, Fotitions were even prosented for the commutation of money
debts to tobacco, because of this greal scarcity of apecie.s These potis
tions were refused, but it was felt something must be done to help
renedy this situastion, The Surgesases, therefore, passed an act setding
the value of cofn by weight instead of by "plece" end increased the
valus of the full-woight Spanish dollar from ite customary rate of five
shillings to abaut five shillings eight pence. The rate of setilenent
far foreign debts or foyal revermesn were excapted from the laew, to ensure
the consent of the govemor.6 The valuation of silver under this new
iaw placed Virginia in & more favorable situation to cozpete with the
other colonles for coin, and also helped the debtors through its inflae
éiana:y effecta,

: The valuztion of Virginia's coine was atill not sufficiently come
;Sétitive with neighboring statsess so in February, 1727, sn act was
passed to bring silver coin nearsr in valus to the value at which the
ooin paszed in the noighbtoring states. The act peinted out thats
‘ « « « The rates of the silver coin . « , are greatly dispropore
tioned to the value at which 4he smme paass in the nelghboring plane
tations, vhereby encouragement hath been given to draw thither the

assveral species of the ssld silver coln, to the great detriment of
the trade and commerce of this colonyt For remedylng wheresf, and

5u3.11m s Falmaer (ed.), Calendar of Virginla State Papors 1652
Blhé idehmonds B, F. walker, Superintendent of Publiec Frinting, 16?53,
»

65951!'&@'3 Sbatutea, 111,, 5023 Bpley, 8P 2_&- » Do 127,
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bringing the silver coin % & noayer proportion to that of the
gold currency [Eh‘l& act i3 Wﬂﬁgc s s ot

In this act the sunce of silvey was roised in value from pix
shillings three pence, as estsblished by the law of 1710, to mlx ghile |
lings eight pence, amd silver was brought to a nearer proportion te that

of the gold cnrrem:r.s

1XI. ADEGUACY OF MOHBY SUFPLY

The publie dues, as woll as & great deal of private debis, wore
paid in tobacco notes after 1730. JHowever, some countiss always paid in
money, and some were allowed to pay in coin vhenever tobacco rese above
a cortain priee.9

Virginia was the only colomy uhlch was not foreed by hor needs
to issue paper money during a time of peace, or during tho first half
of tho eightoonth century, strongly suggesting that in relation 4o her
meeds there wap an sdequate anount of money avalladle in Virginia in
nomal timos, |

7!ianing'a Statutes, IV, 218,

i,
f1vid., v, 169 VI, 5603 ViI, 2L0.




CHAPZER ¥
TOEACCO HOTES

1, GROUING INADEQUACY OF TOBACCO HOMEY DURLNC
THE RIGITEYNTI CENTURY

As we have seon, "todacco money," in spite of its many shortw
comlnga, served tha colonists rathor well during the saventeenth cene
tury. Chenging conditions, however, nagnified certeln of its shortcome
ihgs during the eightecnth century., With tobaecco gelling at this tine
in the neightorhood of two penoe por pound, as compared to an earlier
three ehillings, one can easily imacine the greal magnificstion of the
problem of transportation of one's ®monoy." Transpertation by wagon
was next %o impossible since the roads wore so fow and bhade Tho rumere
oﬁs creeks and rivers wore enployed btut with the extersion of the
gattlements into the interlor; transportation tecans far more difficult
amd expengivas A nore suitable nedius of exchnnga was badly mcrded.l

Another very serious objection to the use of tobacco as cormow
dity noney was the fraud and deceptlon, including the introductlon of
worthless or inferior tobacco, so easily practiced by designing debtors,
ﬁth the government as creditor (in conmnectlon with public dues) baelng
the largost loser in this respoct.

These practices, with the resulting deterloration of the quulity

litipley, Dpe 2}3- s P 1Lé,



29
of tobacco, hurd greatly the reputation of Virginia's tobacco in world
markets. Covernor Spotswood stabted that:s "The tobacco trade + o « OWes
1te ruin in a gread msasure to the pernitious practice of discharging all
public dobts Ly Tobacco iayment. This has been the occasion of making
ﬁl that Trash wich hath clog'd the Markel and brought tidsg Countryts
£obacco in disoredit abroed and given opportanity to innumerable
Ifrauds, « o ."2 |

Commenting furthor on these fraudulont practices, Spotswood ée«-
¢lareds "Many people making it [inferior tobaceo/ for no other end
4!ihan to pay off debts and leviea, for which purpose they thimk it good
enough how wean soover b to. « o ."3 Spotswood stated further that
those practlices ™were grown £0 habltual ard general, that it was to be
fcared there would scerce Lo found men in Virginla who durst make & low
ﬁu prevent these fraudulent s:'icean.infgtzi."h ind lastly,” contimied Spotoe
wood sarcustically, "they call a Poor man's friend . « « fong/ who never

Judges his tobacco to be trash, "

2

Alexarder Spotswood, The Cfflcial fietiers of Alexander Spotge
wood, Lisutenant-Jovernor of the Colony of Virginia, 17 10mg2 s ite Ae

Erock (Ricimond, 1002), Lis L3s Thio will Foreafter be referred to as
Sggtawood.

Jtvid.
licecty Headlam (ed.), Calondar of Stute Pepers, Colonisl Series,

1712+171k {Londoms Fublished Dy his Hajcoty's Stationory ULfice, 1620),
Pe 277« This will hereafter be referred to ms ¢ 3 P G,

5rpid.
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II., TOBAUCO INSPECTION ACT OF 1713

For those reasons Covernor Spotsuwcod introducted the Yact for
Preventing Frauds in Tobucco Fuymondt and the Better Improving the Staple
éf Tobeeco,® passed in December of 1713, "And thus 1t is hoped,®
declarod Spotowood in introduoing the act, "the reputation of Virginia
Tobacco may be retrisved when nons bul such 83 is found to be wirth
paying the duty at home shall be seabt to forelpn merkots, n® Yorty waree=
houses were esbtablished at convenient places, with all tovaces, vhether
for legal tender ox for export, teing brought to warehouses, locatud at
convenient places, for inspectlon of its quallly anl type, N¥inoco or
Sseeﬁscented; and trask tobacco was destroyed, Fordy conveniently

located warehouses were provided for this purpose.T

Provision uidey
the act was made for the lssuance of tobacco votes, providing e muc'}i
nesiod freely olrculating medlum of exchange, fThey "gave printed billa,"-
stated Hugh Jonea, "as receipis for eacﬁ poarcel or hogeahwads thch GUaYi
Aty was to beo delivered according to order upon retura of those b“l’ns.”e
Other advantages of the low wera: (1) 1% lessened greatly %the

tine and troublo in loading ships, (2) limited the amouht of 3obacco

éﬂ. 28 65@%5, 1I, L83 see also ESEC 1712-1k, nos 530, PP
efle

Tidchard L, Horton, Colontal Virginim (Chapel Hills The Univerm
gity of North Carolina iress, LOBU), Dp. Lis-2hj see also #iddleton,
Ope citey po 121,

aJonea, ope cit., pe 883 see elso Spotswood, IX, L9,
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eultivated by restricting it to the higher gredes, and (3) the valus of
rents and other public dues and salaries paid in tobacco increased with
the increase in ﬁﬁe value of tabamﬁ Tabaceo hotes, in additicn to
providing a convenient method of paying public dues, provided a much
needed, frecly circulating medium of exchange, They were in effect
giaper noeney with a s0lid backing,

The law certainly appeared to be & good one. In his letter of
March 28, 1715, Governor Spotewood declared that, "This Country now
feels the good Effects of Ye new ﬁegmmn‘ of their Tobaveo Trades
the ?ubl&avﬂmdit.; which was one ma:lnf"eialé -mmfm, being rals'd 200 per
éént.”w Remrthélasa, -apposition to 11*._ gié%laped bothk among gsoms of
the planters of Virginia and among pome of the merchants of England,
The merchante felt it was instrumentsl in causing & redustion of sbout
twelve per cent in tobacco exports during bhis pericd. Hany planters
sbjected to the expense and trouble of inspection, othars %o She oute

i%ait&ng of trash Lobmceo,

JEI, TORACCO INSPECTIUN ACT OF 1730

With the repeal of this act and because of the shortage of money,
tobasco continued to be used as commodity money until the famous inapoce
tion law of 1730, after which only tobucco notes were permitted. Uoorge

930'333; OPs 2?:3‘; P 81‘3} sse also Moyton, OpD. m;, PPs Lh23=2l,

305 st swood, 11, 108,

Wjanes, ope gites ‘Pei2135 see also Hiddleton, op. cite, p. 321,
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Hume, @ visitor to Virginia, stated in a letter of June, 1723 (before
the 1730 Act), "Ihey meke u parcell of Sobacco wch they make to buy
thenselves clothes and makes it to go from one to mnsther ingteed of
@my and that 1s all they seek after hora-.“m
: A protraoted depression 4in the 1L720's accentuated sufforing in
the %obacco colenies and paved the way for Viminla once agsin to estab
1ish an inspection system, This time, however, the governor quite
wisely prepared the way for British approval by persuvading the London
authorities that trash tobacco was largely handled by smgglers and
therefore was a negligible sourve of reverme for the Crown, thet many
planters would turn to memufacturing unlaas somabhing was done 4o ine
prove the situabion, and that nothing except an insmb&aﬁ law could
improve the guality of Yirginiats tamcm“

With this preparation, the memorable inspestion act known es "An
Aot of mending the Staple of Tdbasco and for praventing Frauds in his
Hajesty's Customs® was introduced ard passed in Virginia in 1730w
becoming a permanend feasture of the trade until thw Revolubionary War,
An excerpt from ite preamble indlcales 'Vtha nain purpose of the laws

The laws heretofore made, have been found ineffectual to pre-

vent the exportation of bad and trash tobacco, and the many
frauds in decelving bhis majesty of his custons, which of late

years have greatly increaspd, /have led/ to the great decay of
the trede of thds colony,*4 (s . '(37

20uorge Hume, "Letter to Ninlan Fums,” $n Willism and Mery
(uarterly, ¥V, sories 1, p. 25k, :

uﬁiwdi%m; Spe &qﬁ Pe 121,
n‘ﬁening’s Statubes, 1V, 2L7=7T1.




33

This act established public warehouses, provided for the appoluvte
ing of official inspectors, and required planders to transpord all
tobacco in the ealaﬁy to o warehouse for inspection. The inepectors
wore gmpovered to break open each hagabm, remove and hnim any irash
tobacco, and ':lssue tobaseo notes 4o the owmer gpecifying the welght and
kind of tcbacoos Forgery of such motes was made » falany}s

The act provided tobacco notes “whieh notes shall be, and ave
hereby declared to be current and paiable in all tobasco paiments what
soover » o o within the county  where such inspectors shall officiste,
or in any other county next sljsvent thereto, and not sepsrated therge
from by any of the great rivers or bay hereln after mentioneds o « ‘,,16

The seb prm&w thet dobacoo nﬁb‘a& were issued for bulk (loose)
tobaceo as distinguished from crop t;obaﬁc@ fin hogsheads), If the
ginntar' turned in hWis tobacco loome (m}’- he recelved 8 "tyansfer
note,” entitling the bearsr to a certain mumber of pounds of loose |
ﬁamo drawn at rendom Lrom the aggregate stock aof transfer Lobatso.
The clergymen, innkeepers, ertisans, and others whose main ocoupation
m not tobscco planting, often had a amedl pateh of tobaces in order
*&é meot taxes, and Yo nake purcheses in the lecal stores, becouse of the
ﬁalatim gcarcity of colns, These persw now gonld carry thelr sxsll
@mw&m of tobacco to the nearest wareshouge, recolving transfer nobes
that could eithey be sold or used in i;aymant of various debts, These

- lglbid.; gsee also Hiddleton, Bpe tlbe, p.1121.

Wyentngte gtatutes, IV, 247-71.
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notes were freely transferable, circulabting from hand to hand without
erdorsenent, t!mé gserving as currenty and gmauy favilitating exchange
a& & time when coln was extremely s‘cm&.n

Governor Jooch was very enthunisgtic sbout these notes, stating,
n/Baing the/ same a3 mamey, /[They/ Will be scceptod as payment at any
aﬁm or shop,” enabling the purchaser not to be confined to one merw
chant, belng at liberty to search for the best product and price, 0

Some opposition to the sobt did develop in Virginie when some
Horthern Heck planters burned four warehouses under bYhe impression that
the Eritish nerchants wold discontinue sending ships and supplies to
ﬁm c&lany, but when they found that the act in fwjb hod bson well rew
oeived by the merchunts, thoge abﬁéetﬁsm goon died W~19

In 173h a new type of hobacoo note was made availsble applicsble
to crop tobacco (hogsheads) and they were known as "crop motes,” After
impeatim of his tobacoo the planter received & cortificats called a
“orap note® wilch gave a complete deseription of his hogehends, His
tbbseea conld be consigned to a British merchant oy he ecould soll the

Yorop note’ within the colony, performing thereby the fmxeﬁian of mmayam

% £ P £,y 1731, nou 67, Dpe m;.sog seo also Niddlebon, ops git.,
PP 12335, _

Wyaa., 1732, pe 16e
m&bﬁ.’ Prs G55
Poningta Statutes, ¥, 3083 ses also ¥iddleton, gp. £ltes BPe

123w2Ls
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IV, CONCLUSION

_ The inspection or werehouse syatem established by the 1730 ine
‘é;a&ﬁtim law v2a indeod n great sucscssss, Whille oceasional inﬁammi.enn
¢es 414 result from poorly chosen inspsctors, careloss handling, and
impropar Judging of the tobaces, thess wa:z?e: overshadowed by the more
éonﬁplcuaus actievementy of the system, Those includeds improvement of
the quality of eclonisl tobsoco, elimination of brash tobscco, prevente
ing (loose) shipments, preventing smuggling at the colonial ond, easing
the burdens connected with freighting ships in nany different rivers,
providing on excellent nadium of mmga through tobacco mntes, and,"
very lnportant, golng fér toward providing the standardization that the
fobacen trade reguired for lis cantirmé& pmaper&ty.m

?nbmw notes were a good substitute for hard :mw in & yural
communiby, Seosuse of thelir selld backing, thay wers not sublect to the |
sbuses of poper money nor %o the ﬂepréclaﬁon 4y value so often the fate
of paper money, 43 & subatitute for "tobatco money,” the many shorte
comings m‘:-therb mediun were subsbantially ev&reame;az

1t vas ot until the onseb of the French ard Indian Ver in 1784
that tobacoe notes and available specie Eécme inadequate to meed the
colony's greatly dineressed paeds, necessitating the lssuance of peper

BENOY
Y
¥iddleten, Op« oit, 3 PPe 12526,
22

Seg Ripley, op. clbey pe 153,



CHAFTER VI
PAPER MONEY EMISSIOES 1 VIRGINIA 175he176k

In Hay of 175k the French and Indian War bopan, and the monetary
situation in Virginis changed quiockly, ¥hat 13ttle epecie there was in
the colony was quickly uged up for war purposes. The expenses of the
sy resulted in the need of a large amount of cash, The Virginis Assems
bly, however, wes very roluctant to resort to the issumnce of paper
monoy o met a%mh needss "Our assembly,® sadd Robert Cartor Richolas,
Phad so 1ittle inelination to £t, thet at the flrst eoomencement of
those Hostilitles, » « » thay preferred borrowing the Sum desired; even
at an advanced lnterest,” HNicholas cbﬁbﬂ_,mad, "The needs of war [were/
80 great, Sums couldn't by borrowed, and if they could intersst would
have been large and burdensomo. » + o Hemce arose an sbsclute nocessity
of havingﬁ&caourae to & Paper mrmmy.ﬁz

The gmmr comvened the Assembly »m Bay 1, 175% to consider the
incressing needs of the war. Dinwiddie's task of preparing for the
ﬁrﬂ&ﬁaek expadition necopsitated the puiahm of mumsrous supplies rraés
the other eolonisss - The borrowing of the treasurer of Virginia ues
&raimng the 20,000 pounds voted in 175k for war mmmma

Lpobert Carter licholam, "Letter of July 1773 to Hessrs, Jurdie
and Dixon,™ in ¥iliiam and Hary Ouarterly, XX, firel serles, 232,
%jayes BekereOarothers, Virginia and The French and Indian bar
{chiosgo: The University of Chicago Fress, 1020), Pps Obwtdy D06 81850
Lyon O Tyler, Hlstory of Virginia (Chicago and Hew Torkt The smerican
Hiatorical Soclety, I 9257, Ths 3Us -
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I. FIEST EMISSIONS OF PAPER HOIEY

The Assembly, thersfore, declded to ralse twenby thousend pounds
by ax‘hr& daxes, TYet this money was needed inmediately., To walt until
the levies had beon made in tobacco {or coin if avalmable), ard this
reconverted to the use of the Mmab:iy wuld bave been ruilncus, Tha hob
emphasized this polnts

' And whereas by reason of the long tine allowed for collecting

the dudles imposed by thie acht {(which from the dimtressed circume
stances of the people, an! the grest soareity of gold and sllver
euin in this colony, could nol be done souner) the said duties
will not te collected 4An time to answer the purposes hereby inbens
ded, Bo it therefore enacted . » , up te 20,000 in treasurer notes
be ismed by the treasurers’

Therefore, 20,000 in treasury motes were lssued in anticipation of
the toxes and were redoemible Junme 30, 1756, These notea pald five per
cent interest, and werelegsl tender excepb for "his Majesty'as (ulbe
Wﬁtfh”

- In fagust the nwa of Bmddmk'a da.rem ghowed that the strugele
wis going to be more serlons than had at i‘irat been anticipated, There=
fora, in a specisl session of the dssembly LO,000 peunds more in trease
ury notes were willingly araxmduh Those asloo bore Iive per cenb
interest, and vere redoemsble on June 30, 1760.

The most upual type of tax levied in connection with the issuance
of treasury notes were land taxes and poll taxes, Houevey, "throughont

“bid,, Vi, 5285 Ripley, op. cite, Pa 52k
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the whole perisd of the War ¢« o » Wtiealw gyery kind of tax ever
deviged by the irgenuity of law meking bodies was levied. There ware
direct taxee and indirest taxes. There were lend baxes and poll taxes
ékxt license taxes, There were taxes on impords and taxes on exporis,
[a:a&] it was very early found necessary to anticipate the colloction of
these taxes by the issuance of treasury notes, wd
; In ¥erch of 1756 an act waa passed providing for “the better pro=
tection of the inhabltants on the frontlers of this Colony, end for
Sthar parposes therdin mentioned,® 7This aol initiaslly provided for
raising 25,000 pounds by antioipabing, ﬂxr#ugh {ive par cent tmwnx?y
notes, the taxes levied in the m@.é |

48 the French and Indian menate became more oritical, the Ansenm-
bLly passed an act which anended this act. It empowered militery offi-.
cors to imprsss necessery supplies, wd ;;rwided obhay war seasures,
Special taxes were provided for these nessures and the monay was
obtained imwediately by the anticipation of these texes through the
ismance of five per cent treapuyy mwa in the ammunt of 30,000 pounds,

Both of these two issuances provided for redempiion on Jume 30, 3760.?

54, R, ellwaine and J, ¥, Kemnedy (eds,), Journals of the louse
of Durgesses (Alchmond, 1505-1915), 1756=1761, xv,  inis will be hore=
efter roferred to a8 s He By _ ,

Syontngts Statutes, VII, 18 Morton, op. olbs, ppe EB5-86,

721@3%1 ‘s Siotutes, VIL, 26-333 Morton, pp. sibe, Dp. 685486,
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Il, LOAN OFFIGE REQUBLTS

After tho first issuance of treasury notes in 1755, the success
of these substitutes for cash scems to have overeexsited some of the
popaler representstivens "They wanted,® said Governor Dinwiddie, “to
| gst up & Loan Office and to emitt 20(),000 pounds Paper Money, I did not
like the plan,® Governor Dirwiddie then procesded to dissolve the
psoendiy,d |

Thy Yoroge® still gpread, howeverj 4n April, 1796, seven of the
most populous counties requested, in a petition for the establishnent of
# loan office, for the emission of 300,000 pounds of paper monoy, allege
ing that the searcity of cash was o greab Yihet families are likely to
te ruinsd by having o sell goods for one half value.® The bill was
introduced into the Housa, bub 4t did not get beyond & second resdirgs’

IIX, PIRST EHIOUIORS OF PAPER WONEY CALLED

CIn April of 1757 ull of these earller issuss wore oalled, and new
notes without lmterest were substituted for them, The Apsembly desired.
6 issue addibiomal btreasury notes for war purposes, but stated that,

B2 1lowing treasury notes to bewr interest 1s found to be wvery burdensome

Bsaobert Dinwiddie, The Official Records of Eobert hinuiddis, ed,
R 8, Brock (flehmonds Virginia Hisboricsl wciety, TERL); 1t 200
This will hereafter be referred to es Dinwiddie Papers. Iee alm Bpley,
©ps £ibys PP 155-506, '

93, He B 1752-1758, xxvj Bipley, ops oites FPe 1554563 and Bakere
Gm‘bham, ._g. ai*b., Ps
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to the country, « « + and it will be prejudicial %o have notes of dife
ferent values /interest versus non-interest bearing notes/ ecirculating

n10 Therefore, these cld noles were called amd roe

at tho sane time,
issuede Of tho 115,000 pounds issued up to 1757, caly 15,038 had beea
- redeemed, leaving 99,962 still outstanding at this dato. Those uore

eelled in and the new noneintersst bearing wotes issued in thelr place,

together with 80,000 in additional notes, alss noneinterest bearmg.n
IV, DEPRECIATION PROVISIONG

The varioug paper money acts always sontained 8 provision meking
it 4liezal to "depreciate paper money." Persong could not “demand a
grester price unless he be pold for the sams in gold or silver goln
o o » fond] ahed) fnot/ offer to tuy or sell bills of exchange at &
greater or higher difference of exchange for the said treasury bills
than for gold or silver aoine + e”m" A éenalty of twanty per sent of
the transaction wag Lmposed, Apparently thia was sufficlent becanag
accopding to iobert Cartor Nicholass: "I do nob recollect one single
1mbama~ of & Draver's recelving a shilling more in Papsr for his Bills
than he d4id in Gold or Si.lv,ex-.“ls

wi{ening’u Statutes, VII, 69«87,

lllhﬂ.d.; Gi}?ﬁ(}ﬂ; 32'1 &%ﬁt, pg 26&“

Rﬁening}_g Stetutes, VII, 85, 167, 177, eto, See various paper
money acta. :

Liobert Corter Kicholas, "Lettors of Soptember 30, and July 29,
1773 to Nessrs, Purdie and Dixon,® g ¥illloem and Mery (uarterly, X¥,




Vs ADDITIONAL EMIBILONS

| The polioy of Virginias was now definitely decided upon and the
:msuas of nates followed each other 4n regular sudeessions In Hareh,
1?'58, 32,000 pounde was Lasuedy in September of thet yeay 57 ,Oﬂd poundas
iﬂ February 1759, 52,000 paumio was issuedy in Hovember of that year
10,000 poundsj 3o March 1760, 20,000 pounds wes issued; in May of that
yesr 32,0005 and in March 1762, 30,000 pounds, the last wartive issue
and the last legal tonder papey money isszued before the Revolutlonary
ik

VI, DISTIMOULSHING BETWEEN PAVER YONRY AND LOANS

The paper mopey iasued in the oolontes was referred Lo by various
names ineluding bills of credit, paper bills of cradit, treasury notes,
ard simply "paper monoy." As thoir names imply, such paper money Goes
gome within the defindtion of a credlt inatrument, belng "a written
promiae, or order, to pay & definite or determinablo sum of money to
boarer, or to a specified person or his ordor,® When such credid
insbruments becone Swidoly accepted in payment of goods and sorvices
and in setilemont of dobis without reference to the standing of the perw
gon offoring it in paymsnt,® they ara knoun as oredit monoye-on

first series, 255, This will be referved to hersnfter ss elther umz‘-
ter of wmmbar 1773% or as "lLetter of July 1773.%

76488 E%&.nﬁ:ﬁ Statutes, VII, 16367, 17179, 179-80, 33h, 350, 360,
L7688, A



ﬁmmguiaheﬂ frem promigsory notes, checks, bllls of exchange, et
estera, in which the credlt standing of tie payor 15 extremely impor
tant, and acceptsbility is vsually more m&trictaé»‘w
 Crodit money should be further distingulshod from £1a% money==
noney by commandsehaving no redemption provisions, ard hence not bolng
eredit monoy, The poper momey issued in the coionies wee almost invarie
ably crsdit woney y not fiat mna:ﬁ}‘é |
Yo have eaen that the first two issugs of paper money in Virginia
bore interest of five per cent, m that thess early lesuen were called
in June 1757, #nd new notes without interest substituied for them
together with 80,000 pounds in edditional treasury notesy end the poliey
thoresftor vas the :LMama of noneinterest~beasring treasury notes. oOne
diatinguished author, Alchard Le Morton, has nmade e diatinction between
these intersst-bearing Lreasswry notes snd the later issues which bore no
interest, sugposding that ths former were losns and the latter the firsy
Lasnence of Yrue paper mongy in Virginie., Horton saids
When war started with the French and xmmna, the issembly,
rather than {ssue papsr money, borrewed funds at a high rate of
interest, but as wer contimied, money was hard to £ind and
interest on the large sums needed would have been too Yenormous®
» urden, In June 1757, therofors, Virginia bepen lssuing

treasury notes secured by taxes, By Harch 1762, there were
olght issues totalling over 10,000 pounds /5i00,0007.17

153»}65&“ et a1, 2;‘2, Ci-fm,g PPe 6& Be
1&1'51(&’ Ba 8.

1?%%, SPe 2_55‘9; Ps TLS.



i3

The prineipal sonrce used by Horton 4n reaching his concluelon
almost definitely appears to be Mchard Rlandfe repord of Hay 2L, 1763,
on the "Otate of the Treasury Notes," this report ehowlng the date of
the first iseuance of paper monsy o be June 1757, listing the eight
ismmﬁ of treasury notes through Harch 1762, and indiceting over 400,000
{L:24,000) pounds to have been .immed.m

Parther Lnvestigation, hm'mr; indicates that the issue of X787
was 1llsted as the first imssue only becavse &ll masursr'mma in elrcuw
lation had boen cslled and re-ismed in conjunction with this hew
immmw

Thase sorly lssuves of paper monoy, as did all iseues before 176k,
contained a pmviaion,zo legal tender, that thay mmst be accepted in
payment of g1l private debts and business transactions (as opposed to
only public paymends), This legal tender feature assured their "wide
scoopbabllity” and brought such instrunents within the definitlon of
credit money (paper monsy), as distinguished fyom loans.

Furthermore, conbanporary writing roferred to the early issues,
a3 woll as to the later lasues, as pams’r moneys In referring to the

isausnce of paper money in Virginis, the Journal of the Fouse of Pure

gosses stated that "provision wis made for the first issue of then in
Mgy 1755, After this an increase was _éuts!wﬁ.md at wvery weetdng exceph

185, 1 5 17601765, 177
Ppaningta Statutes, VLI, £9-87,

gﬂsea below pige 55,
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tuo t111 the sossion held in Sutober 1760,"

In a letter to the Lords of the Trade on Febreary 2k, 1756, Cove
ernor Dlnwiddie stated, "You will please cbserve thers are tws Aots for
Laaulg papor curricyw-ona for 20,000, tho othmr for 0,000, « « «% Ina
ie,t_:te-r of Hay 2L, 1756 to the Farl of Helifexs I was obliged,” said
Pimwiddic, "to give my assent for paper wrv'cy."ﬁa

¥hils the above evidente wﬁn’lﬁ soon to guggest rathor sonclusivew
| 1y that %&rtan is in error, the fﬂ.;-at issuee of paper money being in
1755 and 1796 instesd of June 1757, a further substantiotion Ls Morton's
own contraiiction fn an earlier parb of his book: "Ihe Paper-mongy
problem has begun with the ssssion of Hay 1755, « « o From that time
cach Jeneral Assenbly with only two excoptions bafore Ootober 1760

Lsgued psper MONGFe « o 023

21;{ . go E# 1?53’&7611 %Wy
egﬁimﬁ.ﬁdw Ponars, 11, 35h=58, ks,

aBﬂartnn, 50 gilay pe 126,



CHAPTER VIX
PAFER HWREY DEFRESIATLON

- In udging the success of nsper money hisborisns have been
inclined to meke thelr judgments en the basis of whether dopreciation
occurreds in turn they have measured depreclation by the Yexchange
retety if paper money wenb below its legad rate in trade for hard monsy
or in the purchase of bills of exchange,l they eonsidered that 1t had
denrecisted; the inference baing that too muoh had been issued or thal

people lacked confidence in :!.t...2
Yo CaAUSES OF LEPHECLATION

The principel factors cansing depreciation are improper redemps -
tion provisions and ovey-cmissiong in rolabtion to faxes and meda.s

iedemption prov:i.aiam. Zince the paper money wags oreated and

1“5‘3‘&5 an eaz*l:; tive tobacco was zaar%t.ed by conslgrment Lo a
parhimlar London or ocutport merchant who handled & planteris crop from
the time it reached England untll id was sold, + o « After depositing
the net proceeds of the sale of the tobacwvo to the planter’s account,
the merchants sent him a notification of this balamce. 4gainst this
gredit the planter drew from time to tinve by wesns of & shorh note
called 2 bill of exchange, & forervmmer of the modern check," ¥iddlee
ton, _E. ci‘b', PP 10408,

?‘erggusan, _?‘ eite, Do 157 Deoprecistion should be distine
guished from price infletion, whlch always produces & rige in the price
level, reseliing from @ diaproportionate and relatively sharp and sude
den inerease of money or credit, or both relative to goods available
for purehase,

3&&&%&1&, ops 2ites Ps 2773 Forguson, Fower of the Furse, p;. Y
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upheld eolely by political acts; confidence in the government was eseon-
tial to its value-econfidence that red&mpt{on would be contimous,; and
that future governments would have both the will and the ability to cole

h

lect thems™ Froviding sdequate taxes was essential to proper redempiion,

Overeenissions, Over-smissions in relation $o taxes and neod is
related to the above since proper redempiion provisions will limid
greatly the snount of noney to be issued, However, 4t "sust not excesd
toe far the requirements of trade at the existing price level or deprew
sistion would oeour vegsrdless of mraziwea.“g

Othey factors. Two fastors tending to uphold the value of &

- papor currency are the legal tender provision snd interest paymontss It
ia customary that paper currencies may be used in meking public paymenta
such as taxes, When such paper money must be sccepted in a1l private
twanaw&im ag well; inoluding peyment of dohts, deprecistion ie guch
1ess likely, To & lesser extont intereatv payments also helped %o uphold

the value of puch duryenty, through thelr use was rare in the caloniea.&

15, WEASURING DEFRECIATIONewTHS EXCHANIE RATE

Deprsciation is ususlly messured by histerians in toxrms of the
exchango rate, If psper money, as conbrasted to speclie, went below Lds

pists
S1bad.
Gitettals, ops Sites Do 2776
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legal rete (fece value) in the purchase of Bi1ls of exchenge {or in
trade for apucie), they considered that it had depreciated, the infer
ence bolng that too much hed been issued or that people lacked confie
dence in 1t, | "

In order to be able to evaluate properly whether this Pinfarence®
is Justified, or even to understand the actual extent to which deprecise
tion has scourred, an analysis of the cauges of changes 1n exchange

rates would appesr 4o be esgential.
1L, DETMRREINATION OPF EXCHANCE RATES

Logal wvalue of spscle. The first factor involved in determdning

the rate of exchange botwenn sterling and the current woney of a pertie
gular colony was the legal price in the colony of silver alloy, and sush
rate differed from colony o colany and from time to time.! In an
effort to raise hard money, the colonies corpeted with one another in
ralaing the legal value of specie, usually Spanish monoy, above its
intrinsic value, Thorsfore, when money was remitted from England to
Americe, it obviously had to be reised from sterling value to the core
responding value in colonial, cummy.a In Virginie after 1727, foreign
coin wes overvaluod in relation %o sterling by approximstely 29 per cent,

the legal rate of one pennyweight being set at fouy mme.9 The actpal

 Thiettels, Ope cites Po 161,

83’&3‘&&80!1, ”20 @itny Pa 3.;70

gtwning;g Statoten, 1V, 2180420, See also Thomaa Jaffawm, Hotes
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aterling valuo ag established by the Tower was 3-086.10

Supply and demand, The primary couse of fluctustions in sxchange
rates are the elements of supply end demand, I£ the supply of such
bills of exchange, in yelation to thelr demand, wore axcepbionally
largey then the rate would fall, or 18 the supply wero unumally léw,
the rate wonld rlss. 4 corollazy of this is that a scarciiy of monoy
will cause awnd hencs be equivalent to 2 reduction in the demand for
bilisg & plentiful supply of money will have the opposite offecty
increasing the demond for bills, Fither speoio or papar money would

have such aﬁ’ec%s&u

Specie more nepotisble, fecording to E. James Ferguson, & mode

erato discount on paper currency in exchange for specie or bills of
exchange does not necassarily m.p!y that tim currency had depreciuoted
becanse 1t wes normal to digoount curremy somewhot In sueh bransage
tions besause hard monoy wes move negotioble in forelgn or colonisl
'bradeﬁ.m

Froight and insurance charges for shipping specie. The two

on the State of Virpinia, ed, ¥illiam Peden (Chapel Hill: University
of Nerth ﬁﬁ!ﬁﬁxﬂ trese, 1955); e 37he

, 3’0533-;9 Besanson, Hobert D, Grayy and Mirdam Hogsey, Prices in
Colonial Fermsylvania (fhiladelphiam: University of Pennsylvania Fross,
E §3573; Pe 3 :

' lllhid’ "p. 3163 Hottelsn, 5P E}i" s De 181,

mi’erguscm, ftarrency Flnance," pe 158,
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principal methods of malking remibtences to fnpland in payment of debts
or in purchases were through bills of exchange or through the shipment
of spocie, Hecause of the eost of freight and insupance, bills of
' mhange wore ususlly more desirable, Vhen during warbtims the cost of
shipping specis inoreased substantially, 1% night be profitsble Lo pure
chage bills of exchange ab sunaturally high rates in relation ¢o the
value of s‘ilwr.u The alternative betwoen making an oversess renlie
tance by bills of exchange or spicle is well L1lustrated by the followe
ing examples
4 great many people }ave bean chliged to ship dollarg /specie/
because they could not got bills /ab & reasonable price/s 1 showld
have done 8o too if I eould have Been that there would be anybthing
got by it, but il does not appear to me that thoy will meke batler
remittance than bills at 723 percent /1723 pounds Fennsylvania cure
rency for 100 powrkls iﬁerlinje when the froight and insurance and
all charges are peid, .
- The legsl rate of current money in Pennsylvanis wae 166 2/34 the
above exchange rate yepresenting a elight discount in Pennsyivenis money
in purchasing bills of exchange, caused apparently by the scarcity of
such bills, The high ex¢hunge rote apparently csused a minhey of people
to feol it would bo nmoro profitable to ahlp specie in payment of theoir

ovorseas bills,

fver-emissions of papor currency. ¥or meny years the paper money
of the colonies did wot in fact depreciate mticeably,w Howevar, am

13?%;@3535’3311 SBe Sites Py 3176
u_‘lbid, s citing letter of Jobn Swift to hle uncle, John White in
London, April 27, 1749

153%@%%18; oo s&t » Po 277
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the issucs of paper mongy became increasingly lsrge in relation to the
monetary needs, scvere depreclation dié m&am in & mmber of the colow
nies, ond the effect on the exchange vate did rather aécurataly reflect
the approximste m:ﬁ of deprecietion. In 1T7LO in Hassachusetts, the
éﬁarliﬂg sxehange was quoted ab 5503 in 1750 at 1100, Sinca the legal
.énte of Massachusetts money at this timo was 133 1/3 per cent, the above
exchange rates indipated a deprwiatiou af approximatoly 75 per casnt and
S0 per cent magectiwly;l&

Sinee 133 1/3 pounda of specis was intrinsically worth 100 pounds
sterling, it was obviously more profitable to pay a debt in Fngland by
shipping silver than by mﬁm bills of exchange with specie zt sush
highly ivflated prices, For this resson specle was drained fyom zuch
colonies, paper currency being used exelusively for ihe purchase of

biils of ezac.hwga.”

3V, OTUER CRITEMIA OF A SOUND OR SUCGESSFUL CURRENCY

"It has been suzgested by some mthur& that depreclation should
not be the only criterion for detomining the success or soundosss of
paper currenoy. In spite of mild or even severe depretiantion L% 48 suge
gested that paper money has often been suscessful in ersating a badly
tweded medium of exohange, aquippiag thu colonial povernment with the
mana of incurring and dﬁ.aehmfmg rosponaibilities, and in meebing the

161?&14‘63‘3 8ps Sibey po 28,
3‘715&3311:3011, 8ps Sibey pe 3lh
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neods of war.m
finother oriterion is suggested,” stated ¥, James Forguson, "by

Thomas Pownall's remark $hat in spite of depreciabion in New Englond,
fit was never yeb objected that it /depreciation/ injured them in
brade.t* 91t is possible,® continued Perguson, "that a steady and ocons
tinuing inflation was not wholly injurious to an expamiing economy whose
poople seldon had fixod ivcones ﬁr a large eccumulation of liquid caple
%‘al.“m

Ve SUMHARY AND COHCLUSICHZ

While the exchange rate does provide a ysrdstick for measuring
deprecistion, it mishk be used with groat carve since other important face
tors, perticularly the slements of supply and demand; can cause & fluow
tuation in the exchange rates-without necessarily casting any reflection
on the soundnesa of the paper currency.

Furthermore, while the exchange rate offers & gulde to the munﬁ
of depreciation, we have obsarved that 1% is necessary to look elsewhere
for the couses of depreciatiom. Also 4t is suggested that in Judping
the soundness or success of paper money experionce in 4 colony, dopree

otation 15 not necesearily the only factor that should be censidered,

16?"63‘&@5311, “mm E‘inmca,” Ps 160,
wﬁﬁda & PP 1L-15,



CHAPTER VIEI

THE EFFBOT OF VINOINIA'S PAFLE CURNKNCY UPOB
PLANTER INDEBTEDNESS

The huge, pre-isvolubionsry ¥ar indebtedness of Virginla plantors
to British merchants was estimated by‘ Thomas Jefferson to be a2t leasd
Mewo million sterling « « [mﬁ? these debts had becone hereditary from
father to son for mény generabions, no theb the planters wers a spocles
of property amnexed to vertain merosntile houges in Lm:i:;m“m
| Particulariy becavse of this vast indebtedness, "Of the many nube
teys of highest importance yaised in the Virginia Assesbly between 1708
and 176k none bulked larger than the problem of the private iwiebtedness
6f Virginia planters to British mrahmts.“a |

Lo IRSOLYENT DEBIORS® Law OF 1718

In 1748 the Virginia Assentdy passed a law that jJudgments Lor
sterling debbs ¢ould bo settled in Virginis curpency upon siaply sdding
Mmyaﬁw per gent Lo the fece value of the debis os the difference in
gxchange value botwaen the two curvencvieas The effective date of the
1aw was %o bo June 10, 17517

( 1(31 ansga cit., pe 259, citing The Popers of Thonas Jefferson
Frineston, 19

211}5.&.; Pe 26{}-

3‘Iening's Btatutes, V, 526=103 Gipson, ops cib,; pe 2613 and
ﬁ%r, ot C"M&v: PP M¢
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This 1wy partly owing to the carelessness of the Board of Trade
end its legal advisers, and partly becanse of the remlasness of the
British merchents in not protesting in time, became confirmed by an
oxder in council snd thus obtained the legal valldity of en ack of Pare
Yament, B |

This act wos entdtled ¥An Act declaring the low concerning Fxoous
tiony and rallef of Insolvent debﬁora.“g . The resgon for this acl was
that prior to 17L8 there was no lav dircubing ob what rote of exchange
aterling debias abould be levied when Judgmants were obtalned againot
debtors. YThe conseéquonce wag that bthe Sherdff, when they lovied Money
by Executions on Judgments for Storling, demanded what ¥xchange they
thought proper, frequently to the great oppression of tho debdors ¢ « »
To prevent this the sct of 1748 was passed Pixing the rate of exchange
at 25 per cent, the real differsnce of money [the real differente was
actually 29 per caa:] s tnd the then difference of Exeﬂngm"é Appaire
ently the sheriffs in lovying the executions hed in many cases been
unfairly sllowing en exchange rate in excess of the bIXL of exchange
rate, which was then 25 per cent (125).

Eecauss of the relatively atahlé axchenge rate and the lack of 4
paper currensy at the time the 3.&& was passed, 1% was not obwlous how
squarely tha lew struck at the vast indebtedness of thoe tobacce planters

beory ope gibus Ppe 175-80.
gﬂmg rtg Statutes, ¥, 52640,
85, 5. B. 176042765, 190,

-
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to the British merchants, who long had baen accustomed to sxtending them
easy credit in terms of sterling money. They, of eourse, oxpested to be
:Eepam in sterling ard not in current colonisl money subject to sharp
éepraeiatian at the will of the Azpenbly by‘ the simple device of placing
into circulation whatover uniiniled quentities of paper money seemed
ciesirablm? With the gelling of 25 per cent on the oxchange rate, paper
monoy that woui«ii, becauge of d@p&’aa&.abion, nomally exchange at 50 pexr
eent, 100 per cent or even 1000 per cent would liquidate British debts
at the exchange rate of 125 {25 per cent)l

Even wlthoul paper monsy the oxchange rate nlghd well rlss above
25 por conts In fact it was ot 33 1/3 per cent ab sbout the time the
aet was to go into effemt'.s
) 4% soon @8 they were made awars of what had transpired, the
British merchants therefore became greatly alarmed as to the security of
thely loans, as wén as to the effect of this law on eurrvent transace
tions. Hemorlals uwsre drawn up by the Eritish merchants and preserded
to the soard of Trade in November 1751, all of ths merchants taking the
position that the law was conflscatory in nature and pointing out that
the exchenge rate between sterling and Virginia was aotually 33 1/3 per
gent at tha time and not 25 per aent.g |

7ﬁipm, Spe 2__%3' s p. 261,
8,
?1bid,
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II. 4OT OF 1755

Britvieh administrative mc}zimry apparently moved very slowly
bmuse it was May 2, 1759, before & roysl instruotion wos presented to
;her fiougs »f Durgessos bo change this lews, The Assorbly conplied with
the instmedlons, providing that in actions for the recovery of atnrlm
debts the local courts should a«mmh@ the amount owed "ab such a rate
of differance as wowld plage the mongy in Great Sritsin withoud lcaa
[fo the Sritteh merchanty, i

Aike BUHLTLSH MERCHARTSY GRITICISH OF PAPER NOMBY

Unfortunately, thia did nod by my means end the digpubtes betwsen
the Tirginia planters and the Eritish merchante over the payment of
dobtus At the very timo thad the low was belng passed, Governor Dife
ﬁiﬁﬁm was Signing, bacsuse of wartisze conditlons, & L1l providing for
the enlisaion of 20,000 pounds iu treadury noten, which wore S0 pagss "ag
# lowful tender in any paymont, for any debt demand, or dubty whatscovers
except for the payment of his %ajas*ay'é quiﬁzveataa*’u

Up o 1757, 115,000 pounds wers Lssued with only 15,038 heving
been redecned, As mentionod earlier, the cutetandlop noles of 99,502
pounds swere callod in 1757 and vewissued with 80,000 in sdditionel
mzes; all noneintercst boaring, the earller notes hawlng an interest of

J He Ba 1?61*17&5 190¥ Heey . Qitg 179«80 $lopan Qit.
pe 2623 ars;i ?%’mﬁgg 8%&1»%33, vi, 47807 '§2 : } Glpeany Ofe 2iley

Ugeninets Statutes, Vi, L61«68. See above page 37.
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five per cwﬁ.m

Until the las$ iasue there had not, in the opinion of the British
:Qémhants, been any ovidence of depreciation of Virginia's paper oure.
rency. By April 1750 the exchange rate had {ntroased five per cent durw
i0g he year o LO por ceu‘b,n and was exposted to 1dee (usually belng
25 per cent to 32 1/2 per cent)s They felt the Viminia PEDPEY CUPIENOY
vas beconing badly doprecisted,tl

With the apparent depreciation of Virginiats paper currency, the
meychants of Great Britain again became alarmed over the fate of the
debte owed them in Virginis, and issued a mesorial to tho Lords Comulse
sioners for Trade aud Flsntetions against paper moneys With regard to
thia 1757 paper mmgr sot fyour memorialish th ierefore beg loave herean
to ramonstrate $o your lowmlships the very great injury that ney ardes
o the trading interssts , « » from the Virginia at‘:&.”ls

They complained that in the rm;t ‘plaea the act referred to debts
slresdy incurred, that it should apply only Lo debbe incurred after the
pastage of the act, Betomdlyy 4t "inerts the nature of trude, from a

B msea &bove page 393 Glpson, ops cib., p. 261y Hening's Smmtﬂs,
?II,, £9=87,

1304 1248t of judgments for Sterling Monoy Obtained in the Genexal
&mrh nf' szs.rgm.a by Persons lesiding in Crest Britain /1753«1763/,7 its
inia Hagazine of History and Liography, XI11, (150405}, 1s This
w‘l{% o roferred Lo here T B %Qgﬁn’m.

%ipam, ops Sites PP 26le65,

L ettor to @ Gontleman in Londen® {¥illiemsturg: Willisnm Funter,
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cortain to an untertain value of Profits amd Logs.¥ Third, *it does
~ dopreciaste the nature of such debta,? they compisived, "by making debite
(paysble in Sterling Foney of universsl value) to be received in paper
money of & local, uncertain, and fiuctuating Value,® Fourth, "/There
15/ no proper provision foy & proper differonce of exchanpe,” they
shated, %émm papor monsy and sterling,” They fuld the law of 1748,
gsebting the exchange, had not beén effectually repsaled desplte the
repoaling act of 1755, They requested, therefore; that the adt be

inapplicable to old debts and that paper smoney not be legel ‘&ewiar.m

1¥, THE VIROINIANG! DEFRNSE OF PAPER MONEY

“ipprehensions of merchants,” stated the Virginisns in defense of
their popey money ismies, ¥proceed from A mistaken notion of cur having
8 law in force For paying off sterling debis in money et 254 per cent
Exchange.® This low wus repealed "that the merchant may have hls whole
 debt remltted bo him without those logses they so much apprahetﬁ.“l?
The repoaling ach in 1755 empowered "the courts where Judgments ehould
be obtained for sterling money, to settle at the foot of the Judgment,
ab what Rate of Exchange the sme should be dischargeds This will ensble
t:ha Erglish Herchants to bring their Z%rohey flome, without any Losss o« »
It 1s notorious they fthe court/ have sluays fixed it at the very

B4,

l'iumgwdings of the Virginia Comuittee of Correspandence, 1759,
1767, in The Virginia Megazine of History and Blopraphy, XI, 2.




highest Rate,"" |
_ | _ ’i'ha imﬁcn merchantst apprehensions that the law of 17L8 was
m:u applicuble and would be used in lieu of the repcaling law of 1756
are shown not to b well founded, According o a MList of Judgments far
Sterling Money Obtained in the Cenersl Court of Virginia by Persons
residing in Grent Britadn® for the yeara 1757-53 no Judgment was at the
mchefeared figare of 25 per cmﬁ. In fact, ‘theg ranged steadily upward
from 35 pexr cent in &prdil 1757 4o 60 per cent in Aprid 1763.19
The Virginlons had no uncortain éétsli-.ng ahout the importance of

the rotention of the legal tender festure of the puper money act, By
elininsting the legal temder feature, it was stated "the Creditor is at
Liba%y to refuse this peper unless pedd him at such rate of Exchange
/5o 1o/ 1s pleased to demard."2C A the Eritish merchants have come
standly recelved such notes for thelr Steriing Dobhs ascording to the
real Difference of exchange bebtween the colony and Great Sritain ab the
tims of Paymend, their property is secured as to make 2ltorabion upnecosw
sary with respect to ﬁhm.‘na '

 After ﬁhﬁw severe ¢ritlolexs by the British morchants in 1759,
Governor Fauquier earnestly deferded the Assoably, writing the Board of

Trades that, while he 414 not approve of paper monsy, all specis had been

Wrpid.s pe 35e
wdggments, P 1s

@03, g, Bs 1761765, 192,
®11b1d,, ppe 18081,
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drained out of the aolony, &nd he didn't ses how a single man conld have
bm ralsed for the XKim's service in the war without it.aa He did
mm the Purgesses to nmeke the ﬁw‘bta dua moyohants payable in ptore
J.’:tnfga The Hause resolved that the merchants had adequate security for
#5& mc:m:ry of their sterling debts, and refused to do anyibing furbmrﬁa

¥s ACT TC ENBANGE PAPER CURRENCY CRIDIT

| by 1761 the grest variety of tressury notes wlth various redempe

tion dates caused a certain degres of emfusion in the treasury and to
the publics To remedy this sltuation an sct titled %An Act to Enhance
and pore Effwtmuy pecure, the oradit of the paper curprenoy of this
colony™ wss passeds The prinoipal purposs was "to matlisfy the publie
that the paper bills of ¢redit, or treasury notes, are properly sunk,"
The great majority of the taxes were paid by the treuvsury notes and one
redemption date fecllitated the dostruction of the whole yreturns of the
colleoting officers “to the great diminution of the paper currengy and
of émaaqname 4o the greater value of what remains in clroulstion,® A
special dommittee wes established by this act for destroylng these notes
a8 they were paid in for taxes, the comnittee furnishing the treasuver &
m&&m or certificate for the destroyed treasury m&ea.ﬂ‘

221p14,, xxvij Horton, pe Slbes Pa ThGs
235, Hy Be 17581761, 16Lg Deery op. oites Dpe 181-82,
Zhgensngy Statutes, ViI, L6566,




VI, EBICHANOE RATE CONTINUES T0 RISHE

| With the Frenth and Indian War still raging, the currency siiuae
tinu did not improve. Uince the beginning of the war, and the last WaTe
tm paper mcmy dssue in Harch L1762 in the amount of 32,000 pmm&a »
pap«r monay in excess of 100,000 pounds had been ismed.gs
In 1762 the exchange rate rose to 65 per emsrb,-a& which to the
British merchants mugoested aerious depreclation of the paper currsney.
Thernfore, the British morchants oontinued to objeet to paper noney,
thelr objeobions being nlong the eane lines contained in previous
mormlm A furthey chjention at this time was Yo the praoiice of the
ra‘w of exchange being left %0 the volonial Jjudges %0 declde instead of
the cwdiwr."”?' In answer to this objectiom, o committes of the House
of Burgesses replieds |
The debtor is left o compound wdth his Creditor for payment in
foreign eoin opr Treasury Hotes, at asuch Rate of Exchange as they
can agree ony if a dispte shall arise on that tar/y « ¢ » b0
wham can 1t be yeferred bud as all obthers are, to the court of Jusie
tige, the true conshitutional resovbs v » « 8y the wmetlod proposed
~ instead of this objeoted to, tha Creditor is at Liberty to refuse
this Papey gnleaa paid hin at auoh rate of Exchangs a3 he 18 plsesed
to demend,2
Angther m@hint of the merchants wag that in pome ingbances the

sxeharge had risen five; tens or even fifteen per cend between the time

Bs0e ebove page k3.
%Juciggg by Pe Lo

2750 B s 17611765, 19091,
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of the order of the court (setiing the exchange rate) sand the popsibility
of obteining remittance. The Virgimians! ansver to Shis wes that this
ioss wsually resulted from neglect in not Pnegotiating it away" before
the exshange vrises, or from ”avar&oa"; in holding 14 in the expeotation
that the exchange will go down,’ In Nay 1763, Governor Feuguier stated
further that “the losses they may heve eustained by the sudden rise of

gxohoange will be made up to then by its present dedlining state. n30

¥il, HISE IN EXCHARQE BATESw.BXPLATNED AKD DEFERDED

"he grest rise of Exchange,™ stated Covernor Pauguier ina
lottor to the Board of Trade, "ia aliogether attriduted by some men to
the Esisslons of paper Honey,® Yut Fauguier felt there was "a much nore
Sundamentel cause,” attribobing 44 primarily to "the inersase of Imporis,
to such a height, that the crops of tobacco will not pay for then, s0
ﬁha*b the colony is far from having wmoney bo draw for in Englmd..m

| This view of Oovernor Feugnier's as to o couse of the sudden
rins of the exohenge rote ia shared by F., Jemes Ferguson. “5ills of
oredit held their value t411 1760," stated Perguson,®hen a sharp drop
in the tobacco prices marked the omset of 2 long and aevers depreasion,
& shortage ia tho payment of the plm.temf bmea ordinarily pald Prom
tobaceo sales in Dribain caused bills of exchange and spocie Lo grow

294 Lettor b0 & Centleman in Londony® ope ite, pe AT
303, Ba Bs 1761-1765, 173,
Nrptd,, po mevis
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scarce and thelr value rose in tems of the ocurrency [paper money/
offered by planters obliged to make payments to Fnglish Creditors.® For
t%hav naxt seveyal yoars planters could haxdly ém their crops and prices
Mm& very lowy Virginie curremy wes discounted rifty to sixty per
eént in purchasing bills of mhanga.-sa

4 similer view i3 expressed by Jamm Bakeyr in g letter to B&ixcan
iﬁamu in 176h. "Now as touching I'alm vory extraordinery rise of the
exchange,” sald Haker, it st in goneral be plac'd to the diapropore
tion the exported produce "" the countyy bears to ﬁha imports. o » o How
sere the iﬁmm and exports nearly equal, having & peper currency wou'd
be no disadvantage, for the mmber of btuyers and sellers of bills wou'd
’f:e nearly squal, and neither be in thé pover of the other, as thelr
necesaity wuld be alﬁ.im‘”BB

Similar was the feeling of RBobert Carter Nicholas. “That go
large a quantity of Paper Currency contributed to raise Exchange,”
stated Nicholas, "L +d1L fresly own 88 my opinions Although at the sume
time I om thoroughly persuaded that the balance of trade being so mueh
ageinst us was the chief gavarzﬂ.ng cause of it.* Nicholas contimued,
Wif more money /Is availebls/ than Bills, Exchange will risej if less
rongy than Yhe Drawers have oceasion for, Exchange will rall.“a b

baiia
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ViIle VIAOINIA CENSURED BY BOARD OF TRADE

In December 1762, the Lords Comuissioners (before recelving
#wquiar'a letter) censured Virginia with respect to bor paper currency,
stating that the large quantities of paper ﬁaney issued in Tirginis hed
been 48sued upon Mnsufficlent and untertain funds for stuking and dise
cherging them,” and that this was the ohief cause of tle rapid rise of
t%xe axchange rate botweon Oreal Britaim and the ¢olomy, Virginia waa
then warned Lo pass & proper law yrolating % its VYpaper bills of cyredit®

or face retallatory 1ag&mmm.35

IZ. OGOVERNOR FAUQUIERYS REPLY 70 CENSUHE

In the emring seasdon of the Assembly, Covernor Pauguier
oxprossed murprise ab this oensure by the Soaprd of Trades

Thet we imagined, when the courts were empowsred to direct ab
what Differenne of Hxchange Sterling debla should be discharged,
and sufficlent funde were established for the redemption of those
notes, no persong trading to the colony could receive any Injury,
ard tisyefore 1ittle expected Lo be censured as peglecting his
¥ajesty's instructions, gm Bpirit of vhich had been, in our
opinion, complied withe”

Yo ACTIUN TAREN IR BESPONSE T0 HERCHANIS! DEMARNDS

In onswar to the morchanta' demonds 4he Purgesgses in 1763 could
only be persuaded to appoint & comittes to sxamine the security of the

1paon, ops Sites Pe 268, cibing mimtes of Decaiber 16, 1762,
Journal of the Comrissloners for Trade and Flantations from Jarwary 1759
To Devencer 1763 L 1 1 (Londoty 1938)s Phe 3105 33032,

36:;:,, He Be 17611765, 172,
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treapury notes, ggain refusing to alier the logal tender status of the
mtess The committes reported on May 21, 1763, that the taxes for
rodessing them would produce by Octobeyr 1769 over 11,000 more than the
Qalua of the notes in oirculations On this basie theye oncluded tho
seeurity (taxes) was admuaﬁa.”

Four daya lotey tiey followted thia by an elalpcmta dofonse of
their policy, declaying that 'virginia vas only followirg the exmnple of
other colonies, and statdng again that the Ywant of specie' was the sole
¢ause of issuing the motes, Continmuing the legel tender status, they
stoted, wae consldeved essertisl "to pressrve bYhe oredit of whad had
v@reaﬂy boen Lgsued, ond prevent the evil consequences ol aizapping its
circulstion 8t thls time.® Governar Fsuquler “esndidly acknowledged .
that the tarxes wore sutﬂcient.”:;&

X%. OBJECTIONS OF GLASGOYW MERCHANTS

After further eritioism of t»m&.# m@r currency by the British
movehants, the House of Burgesses, in a long address and representabion
to the governor, deferded vigoraﬁﬂy the practics of making the noton
Jegal bender, and stabod bhab the sterling debts of the merchunts wers
amply protectnd by the safeguaids provided, This insistence, howsver,
did rot deter the merchants from contimuing to push for adequnie

B?mid. 5 PP+ 171"‘?3: 173“?’%; 1773 klpley, P f}_ﬁw; Phe 35?*60;

38&: B §¢ 3—_93« eit.} Ripley, oc, gﬁ'ﬁ.
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leginlation against the legal tender festure of Virginiats no!;as'a 9
Glasgow merchints claimed that mst of the dabts due to thom wore
in locsl currenty, not sterling, and had bteen sontracted an the basis of
formay low exchange rates, go that Virginia in making hor peper lepsl
tender for detts amounted to a partial repudistion of hor debige«in proe
portion to the subsequent rise in exchmga.m On Januory 10, 1764, the
Glangow morchante oigned & pet.itim to the bosrd of Trade indlcating
this faot cleaxlyw--that the debts owoed them in ?1min&n were not sﬁexu
1ing debts bub debts in terms of the surrency of the coleny, Their
grievance was that ihey hed purchesed goods abt home for sterling soney
and had #0ld them to dhe eclonists on credit when the difference of
exchange betwsen sterling and currency was nob more than thirty per
conty and that the dwi‘ewme wag now sixty~Cive por cont, "at which
yats the lsat LAYls upon Glamgow wore drnwn."w’ The legal tender fepe
ture of the psper nongy fordged them to ae;‘aapt. the momsy at face vidlue,
since thesy debls were wmade in tems of the loesl currency, not beling
sterling debls,
By 1750 thirty per cent of the oolonistat tobacco was sold

through the Seobeh factors, and by 1768 Iifty per em."? The eredit

395&92"' OPs _mcg pp. 38182,
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sdvanced by Clesgow merchants to the colonists, often over-liberal
bocause of empetiﬁion with other factors, grew slamingly during the
genoystion pmeﬁing the American Novolution,  The debt owed to aiasg&w
by the time of the Stemp Act orisis was estimabed at 500,000 po.!mdaaw
'S‘Sw legol tender featurc was, therelore, of great convern Lo these more

ghants.
%11, COLOWLAL CURRENQY ACT OF 176h

An a result of the merchants® condinued objections, the Board of
Trede at the bepinning of 1764 began investigading the need for leglse
lation for the colonies wh’ich were not insluded in the New England him
of credit reétmmmg act of 1751.“‘ Only offending ¢olonles had been
inoluded &n this ach, which prohibited the lssuance of legal tender
paper currency, except in time of war, \

On April 16, 176k, an sct wes passed entitled "in Aot 4o prevent
Paper Bills of Credit, hereafter to be issued in any of hle Hajeaby's
Colonies or Flantationg in americe, from being declared to be & legal
Tender in ?amzzta of Moneys and to pravent the legal Tender of much
Bills as are now subsisting, from being prolonged beyond the Periods
1imited for calling in and sinking the sm," commonly known ag the
Colonial Currency dck of l‘{ék.!‘s Ag iﬁa title dwmplies, future Lssuas of

B3er1ce, ope cites pe 196,
bhoy psony ops oites pe 273
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papey money could not contain the legel tender fenture, and the redempe
tion provisions of old issues had to be followed strictly.

| Both Gipson and Beep mggeét mt. mﬁv ﬁm célnrniaa wore under
very serious attack by British msrdhsnt.s, Virginia aﬁd Forth Carolina,
the acht belng almoed primapily ab these two cu:tuniaa.m The declaring of
59@9& Bills of Credit Yo be & legal Tender,™ stated the lords Comuise
sioners, Pwas false in its prineiplea,. vunjnst. in its foundation, and
Handlfestly fraudulent in its dperaticm"h?
Virgintats three subsequent Lssues of papar.émy btafore the

Rovolublonary YWar were &ll in conformity with the law,

at Large (Eyre and Strohan), VII, LB3-8hs See also Carl Yan Doxen
edaly Lotters of Benjamin Franklin snd Richard Jackson '1?53-1%‘3
Philadeiphin: The Smerican FOLIoSOphLOAL Sooletys LOLT)s Phe 110y 139,
1693 Joseph Dorfman, The Feonomle ¥ind in Aserican Civilisation (Hew
Yorks The Viking Fress, 19LG)s L, 170=1Te m T
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CHAPTER 1X
PAPER HOWEY 176he1773 -
I, INTRODUCTION

There ware no additional issnen of paper monsy aftor the &rmay
Act until 1769, In the meantime by 1767 Virginia's currency was down to
206,000 pmméa," as compared Yo 288,59@ in 1?63,2 aven though ovey )
100,000 pounds of notes scheduled for ‘buming had boen pub back in oir=
culstion by secret loans to dia‘amaaad p‘mntera by the “kindhearted®
tmmsmr, John %hinaomz ;

By 1768 all of the extra war taxes wore repealed as the ordinary
levies were considered sufficient to rebire all of the notes then in
dimlatinm!‘ The exchango rote, which had flustvated from 160 to 165'
batween 1762-176L, was down to 125 by 1766 in 1769 it dropped as low as
1203 from then until July 1772 1t Civotusted between 15 and 22 1/2 per
cem.s This was & styong indication that the paper money wag now highly

1e He Be 176142765, 177
Zhtonoias, "Lebter of Septesber 1763," p. 218,
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regasded by the merchants, which proved to te the case-é
1, THE BOBINSOR AFFAIR

At the time of his death in May 1766, Joim Robinson was still
both Speakexr of the ibuse of Burpesses as well as Trewnrer of the
Lolony, QCossip had long been hem! about the Teeagurer and the state of
the tresaury; but no one ¢ould poseibly have boen prepared for the
imaersity of the deficit revealsd after his desth. As Edmund Pendleton,
the principal administrator of John Nobinson's sobate, “sab 4n the hot
office ab the Treasury snd poured over ¥he ledgersy and pubd togetlwy
goattered fragments of paper, and as he interviewed and ¢rosg-examined
\' -the debtors, an smazing story wsa unfolded; for the Treasurerts friends, .
nany of them hopolessly ruined men, owed his estate moxe then 130,000
pounds, over 100,000 of which Hebinson had taken from the treasury of
7 nalany;“'? The money takken from the treasury, probably during the
last eighteon months of Hobinson's 1ife, were the treasury notes walting
o be bnrmd;a

The amounts of e debte due to tho gstate were so large and
mumerons thad quick, forced liquidation would ruin many Virginis famie
1les snd perhaps sl fall to accomplish the purpose, sinoe the almost
simltaneous sale of thousands of aores of land and thousands of slaves

%500 elow page 70 o
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would heve glutted the market and dapmaaéd prices bmewausly.g o
_ inson had died in the midst of & financial depresaion and becsuse of the
lack of ready money, Fendlston wes faced with the problem of getbing
wmotwy from frosen saseis. Eeccanse of the course followed to give the
debtors every consideration in meeting thoir debds, it was not until
fiftesn yoars later (1781) that the indebtedness of the planters to Vire
ginia (more than 100,000 pounds élus interent) was paid in .mu.m

However, thene sscrel loans issued by Hobinson to his hardspressed

planber friends in a time of depreesion pr_obabl? contrituted greatly to
the eagement of conditions, restoring, as they did, over 100;00& pounds
in paper money to circuladion.

JIX, RODERD CARTER HICHULAZ BECOMES THEASUWE

The death of the 1ate treasurer with its revelations had given a
considerable shock to the putlic mnﬁd&mmn It wasy therefore, very
fortunate that he was suscseded by the sble and higheminded Robert
Cartor Hicholas, under whose excellent management the breasury notes
grew in orsdlb and actually becane preferred to gold and silver; being
more donvenient for transseting the internal business of the colony.

The merchants, who in previous years had conplained so bltterly about the
rates, 'changeﬂ ground, actually bringlng gold and allver to the Srsasuy

93:bidog ‘p;),, 13’5-»35*
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to be exchonged for themse notes, Mcm 1% warnment admntes.m

Colonel Richard Bland, comsenting about tho merchants' present
{1771) feoling about paper money, said, *That tho the time of its redompe
4iom haw long since expired, they exert wvery endeavoy to prevent its
m“g paid into the Treasury . . « [where it/ mst be burnb by a stande
ing committee appointed for thet purpose.’ "It really affords diveraion
30 those who remember thels Fmér* ag::iaaitian,“ remarked Blond cangtice
slly, "to see thelr amiety to keep this Money in circulation againet
the ropented advertisomants of the Treasury in our public papers, callw
ing upon the holderas of it to carry it in and exchange it for gold and

silver; which not one of thas can be persueded upon to conply m‘;m.m
IVe 1769 PAPER MONEY ENISSION

After the Currency Aet thers weve three sdditional issues of
papor monoy, all nonelegal tender in complimnce with $he lews One issue
was in 1769 for 10,000 pounds, "”i:;u cover 2,500 pounds neaded for the surw
vey of the boundary of the Cherokee lunds, as well as to cover the cost
of providing for the issuance of some copper movey, and other conbingent
expenses. These notes were to be redesamed in two years, snd although

apparently no copper monsy was ottalned; these rotes were duly mma}" ,
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B8ince the taxes on which they were based produced over 11,000
pounds,® stated Willfem 2, Mpley, "they were promptiy redesmed,"t5
Examination of conlemporary sources, howsvery suggests that thiz wes nod
the ease, In a letter of July 1773, iobert Carlor Nicholas stated, in
referring to paper money then in circulation, "7,87h was from the 1769
ia‘sue which should already have been re&aemed-“m

¥, 1771 PAPER NMONKY EMISSION

In 1771, 30,000 pounde was issued "to provide for thows sufferers
whose tobacco was lost from the Public Warehonge, which, by our law mst
be nade good.”n The merchante and other persons had sustained sube
sbantial losses by a gread freshet on different Virginia rivers, which

swelled 4o an umsual extont, necessitating this 1,asuame.w

Vi. EICHANOE RATR RISES

The exchange rate in July 1772 took a sudden increass and coused
the merchants sgain 4o prefer specie %o paper money. ®Our exchange has
fisetusted for & consideruble time," stated Nicholas, Mand generslly
under pav, 15, 17 1/2, 20, 22 1/2 per cent and I think lust July when
the misfortune which happened in England began to be fell, roze %o
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30 per cende 4 « o This riss put the remitters upon collecting all the
specle they could and henoo arose & dislike in some to paper mon&yq"m

& substantial reduction in the supply of bllle of exchange,

rmzholas indicated, was the camise of the sharp inorsase in the exchange
rate, The “exchange so much comriaimd of, 18 30 per cent,”® seld Kicho=
1la8, wheress, "in 1766,7 he aanﬁnned; n200,000 pounds /wes/ in circulae
tion with an exchange rate of [only/ 25 par conte® Farthermore, Nichow
las stated that in October 1752 the sxchange rate was "32 per cent above
par,” and there was %a paper mopey in olroulation,® Hicholas conviluding,
therefore, that this rise to 30 per cont in the exebange rate should

cagt no reflection on the soundnusn of the paper menﬂmm

Vii. ERLESIONS OF 1769 AHD 1771 COUNTENFEITED

Both the 1769 and 1771 paper monoy enissione wore badly counters
feiteds "The forgeries were exscuted &n so very ingenious amd masterly
& manner,* sald %’%)bar‘; Carter Hicholag, '"[Ehaz even the/ 3ignéra, the
Engravers, the Frinters and Nusberors of the Notes could nobt, for some
tirg, be convinted of the counterfeits, o « « This ovoasloned a graat
interruption in almost every line of businoss," since persons were
afraid to accopt Bny papor noney, beina unable to distinguich %hw good
fyom the emnterfeit,?t

y1eholas, "otter of Soptembar 1773," p. 255,
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Farther light on the tremendous lnterruption of business caused

by this counterfeiling is shed by Kenneth Scott in his book on counters

" feiting in the Colonies: |

' The counterfeiting of the bills of Virginia in 1773 waa so clever
that the businesa of that colony practlically came to & standstill,

James Hill, Ocorge Washingtonte steward on the Custis plantations,
wrote Washingben that he dared not take maney for corn he had sold
tut required the purchaser to give a note of hand, ¥hentwo lmporw
tant horse racss took place ab "™leades Town on bthe Pobowmao,” & How
Tork newspapor reported that nod half the money that would normsily
have beon wogered was boet, since the Mavylawders would mot steke

their property agalost the Virginia gurrmy which had been countorw
feited in 8 munner oo unparelleled

VIIle 1773 PAPER MONEY BMISSLON

Mimdllings as the Assenbly really was, to issue move Fapor monoy®
sald Nichelas, "1t wes faced, at lazty that no otber method could be
safely relied on.,*a'?' To accomplish this pu'z.‘paae, the Qovernos was
obliged ¢o ¢&ll an exbtra session of the &aﬁ&mbly i1 1773, ab which time
36,83L in treasury notes was authorized %o tele the plsce of a1l notes
of tho W previcus issues.>" | |

Ag of ¥ebruary 1773 the total smount of paper money in oirculne
tion wap lees then LO0,00C pounds, including the unmdemﬁ, gariier,
legal tender issues, "The whole mwunt in cireulation,® stated Hicholas,

zzﬁmn@m Seoatt, Counterfeiting x____n foloniel imerica (Hew York:
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"does not excesed £8,000; 1 suppose there never will appear over 70 or
- 80,000 pounds [Becsuse of lost puper mongy/e o + + Qur redeemling fonds

gre amply sufficlent, w25

25&80{!, OB« 9&4’ Ps 302,



CHAPTER X
SURMARY AND CORCLUSIONS

Virginia witneseed a continuing growth during the colonlal period
Mh in its population, standard of living, and in the production of its
ataple, tobscgo, Unforiunately, European demand for tobagoo lapged far
behind the repidiy increasing s\ipply; narkets becams glutted, resulting
in dimastrously low prives, Diversification was needed to use the colow
nists! time and labor to belter sdvantage, but the use of tobaoco a8
- momey made this diffleult, being needed far intrsecolonial currency.
Efforts at diversification med with but litile success.

¥ith the growth in the population #nd econony of Virginia,
tobacco by necessity wag employed as the mediom of exchange for loval
transactions, there belng no other satisfactory subastitute for colne,
which were so scarce throughout the colonial perdieds As compared to
colns, "tobasoo monoy™ had many shorboominegs, Iv lacked stability,
fluotuating with the price of tobacocoy was not suitably divialible for
small transactiongy resulted in the use 'n!.’,' inferior tobacco and vardous
deceptive practices such as pecking 4rash in hogsheads of tobaccog
lacked porkability becsuse of ite btulky was often dansged in btransporb
and was avallable only once a year for payments,

Notwithstanding its many shorteamings, "tobacco money® served
the colonists rather well, There are & nunber of reasons for this. In
the first placey "tobacco noney” was iagal tender, excharging hands at
the market velse (vis @ vis legelly overevalued forelgn money) in prie



T
vate transactions, and frequently abaove market prices ia public paymenis,
A3 8 resuld, it was readily acceptable thraughout the colony in ald
trangactions ummax- public or private, Sacmﬂly; %bacco rathey then
money 1as used to mest bslances in England, Thirdly, the use of oredit
served as a modium of sxchange for & tresendous mumbar of transactions,
{1se, thors were & mumber of miscellaneons substitutes for money include
ing barter, speclalty conbracts, blls of exchange, tnd She oocasionsl
use of wvampumpeke snd rosnoke &8 money, Forthermors, the etonomy of
Virginia was simple and the colonists to a great degree were selfesuffie
clent, making & great many articles that would otherwise have to be pure
chased with money. &‘iacﬁ of their labor was performed by Indentured
seyvants, and to & mioch lesser extent slaves, the remnerdtion to those
'persans being non-mimetary. Reclproosl lobor arrangemente, such as
mmrai.singa, reduced further the need far money.

 ¥nile the use of tobacco &8 currenty, instesd of coin, resulted
in great hanlehips to many, particularly the artisans, and zome hards
ships to all, it is seen that during the seventeenth contury it met &
roel need in a fairly satisfactory manner. In the eighteenth century
with a mumber of its shorteomings mn&ﬁéﬁ by changing conditions,
tobaceo becams imrémingly less satisfoctory as & medium of exchange.

Hith the m&rxy‘shorthniwu of “iobmn noney,¥ it is therefore

natursl shat contimous efforts would be mads to provide a betier cure
renty, Thus, throughout most of the colonial period sttempts were wade
to establish » satisfactory metellic currency. These efforts conslisted
primarily of ralsing the legal value of Spanish money sbove the intrdnsic
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value 80 that it would be more valuable for intra-colonisl use than
cubside of the colony, Tihis plon met with but little success because of
the reluctance of the settleras ¢o sccept ib in payment of thelr debises
sven though legally required to do soj thoy knew it juai waan't worth
its logal waluse Furthemere, England discouraged this practice, refuse
~ ing permisgion for such planss Bngland slsc had laws sgainst mints and
against prohibiting morhnhion‘af coing from the qolonles to Enplands
and England, horself, would not export soin $o Viiginis, for Crown exe
penses or otherwise, Daring the enbire colonlel perlod cirvulation of
coln in Virginia way exbresoly soarce. |

, A sevord and quite suocessful effort to provide & better ourrensy
was through the issuance of tobueco ‘ndﬁaa. Zuch notes wore a good sube
sisitﬁta for hard monoy in a rural commnity. Ueocause of thely sallid -
backing, they ware not subject to the abuses of papar money nor to the
depreciation in value so often the fate of paper money., These tobscco
aotes in conjunchion with availsble specie adequately met Virginiats
monotary needs during the eightesnth century until the French and Indisn
War in 1754 whieh, with its heavy expenses, necessitated the issuance of
puper money.

We have obeeyved that Virginia refrained from th@riamast of
papsr money during the flrst helf of the eighteenth century. The ex»
penses of the French and Indien War, which begen in 175L, quickly
dratned what 1ittle specie she had, Horrowing, tried ab first, wea
aoon found to be unsatisfactoryy end by v%%mr 1755, the omlssion of paper

woney wos essential %0 the propexr conduct of the war,
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The need for large sums wag almosd enmual, Therafore, with few
exceptlons, paper money enlssions wore provided at every Assembly until,
by tho end of the wary in excess of hO0,00o pounds had been issued, The
cirouletion was down to 206,962 in 1767, and to less than 100,000 by
1773,

‘The sxohange ratey the mafm'ian_'s traditional gougs of dopreciae
$ion, began rising from 1ts pree-war nosm of about 125 4o 135 4n 2prid
1757, to 10 the following yeer, and by April 1762 had reached 165, By
1767 the exchange rate was down to 125, and from 1769 to 1772 it fluge
tuated between 115 to 317 1/2 por cents  The only postwar emissions, all
ponwlegal tender, wemv in 1769, 1171, and 1773, During these latter
several years paper money was usually preferred to godd or silver, being
highly regarded; indeed, by the British merchante. 7This was in condrast
$o the eorlier period of paper money amisaions, vhen thelr condinuous
objections eventually culminated in the Coloninl Gurrency Act of 176k,
preventirg future legal tender lssuess

Prom abent 1758 to 176k, when the Currency Act was passed, the
Erttish nerchants wers very vocal in their objections to Virginia's
paper currencye Theilr complaints wors on am_rarb?.- groundsy In tho first
place, they were afraid that the 17h8 law which get the maxlmum exchange
ab 25 por cent (125) had not been properly repealed by the law of 1755
passed for that purpose, and desired the lagel terder feature eliminateds
Hed this boen true, it would indeed heve buen very injurious th&m neLw
chants since bills of oxchange rotes vltimately rose to 165, Hovever,
a8 haz beon shown, their fears in this respeot wexé gmxdlma, 81l
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evidence indicating that m:ehé:m rates were consistently established én
the btesis of the latter law, -

Another objection was that the low of 1795 allowed the losal
courty instead of the creditor, to determine the exchenge riate. The
evidence sugpests thad this was the faivest method,

A further complaint of the merchants was that botwaon the tinme
- the exchange had been set Ly th#- court and ths merchants had had time %o
nake remittances, the exchange often hed risen.five, ten, or even fif-
taen per cent, The evidence seems to suggest that where losses ovmrred
they were ususlly limited to five per centy and that this was somstimes
caused by elther carelessness in not completing the tramsaction in time,
"~ or in speculating in the hope of a drop in the exchange prate, It shouid
be further pointed out that the merchants profited during periods of -
dropping exchsnge vatess JFor example, botwoen 176k md 1766 exchange
rates dropped from 1685 to 125, |

1% was complained, from tims to time, that taxes for redemption
wore nob adequate, Judging from the sontimons redemption of the paper
money (belng paid into the treasury for taxes and then bumb by a stande
ingz commidtee); from the small deprecistion that ccourred, from the fact
that it was never davaluad,i and from the highly wegarded position it
ultimately obbained, the texes would appear to have been reasonably adew
quats,

%averal colonies devalued dhelr currencies by salling in old
papsr notes and re-issulng them on s scaled-down basis,
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Frobably the most Justifiable complaints came from the Ulasgow
nerchants, who desired elimination of the legel tender festure, fTheir
tusiness was exclusively through factors located in the colonies,

Stores wvere operated by these merchants on an extensive basis with long
fern oredit boing allowed, Such debis were in terms of the local cure
renoy, as compared to the sterling debts of the Foglish creditor, A
rise in exchange rates reand th#t. the payments they received in paper
monay, in order to be convorted to eteriing, would undexrgo a losa in
proportion to the rise 15 sxchange between the date of the sale snd the
sventual date of paymenleeperhaps a year or two lator, However, thely
over-liboral credit would appear to have besn at least partly respone
sible for such losses. Furthemmare, when exchange rates came down from
169 in 176L to 125 in 1766, tha Glasgow merchanta profited in the same
manney in which they hsd previously loot.

One of the purposes of thls study has been to inveatigate the
tradisional historieal oriticlism that Firﬁm:ta*m paper money experience
was unsuccessful and resulted in severe depreciation. Several questions
ary raiseds if Virginia's poper wrxeﬁ:y deprecieted;, wap the deprecie-
tion scvere; and secondly, 1f tha dsprecs.ation was govere,; wag the paper
monay experience successful in spite af auch depreciation,

A study of the various historicsl paper money writings of this
pericd suggosts that secondary sources have been relied on heavily in
Sudging Virginia's paper curronty, and that where primary sources have
been used, quotation of sxchange rales has bLeen the usual source meterial
used o "prove®" that severe depreclation occurred, and thal her exporism
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- ance with paper money wss 8 fallure. In none of these writings, houwever,
i any attempt made to analyse othor poasible couses of changss in the
exchange rate, it being assumed that a high exchange vate antomatically
indicated & lack of fadith in the currency of the ¢olony, usually resulte
ing from over-emissione,

The most ususl exchange rate quobed was thab in 1762 of 165w=165
pounds of current noney belog ieqniw& 40 porchase & sterling bill of
exchange of 100 pounds, The legal rete of money in Virginis was 129
(129 pounds of current money boing fantrinelcally worih 100 pounds sterw
img) snd even prior %o the issuence of paper money the exchange somew
times rose as high as 133, ‘i‘herafora, the aczmmt high exchange rate
of 165 was not noarly as bad as it appesred, being a "dapreciation® of
only 22 per cent, Jn Hessachusetts, Rhode Island, snd the Uarolines,
depreciation on occasion had reached ne high ag 50 per cent. JFor exame
ple, in Massachusetts in L7L0 the exchange was guoted et 550; in 1750 at
1300, Since the legal rate in Massachuscits at this time wes 133 1/3,
this represented a depresistion of 76 and 90 per centy az compared to
the maxisum "depreciation® reached 4n Virginia of 22 per cent.

Furthesmore, the high exchange mﬁeé in Virginia appoar %o have
been caused primasily by supply and demand factors rather then from &
lack of confidence in Virginials ourrency. As iﬁ&icata& by Jamen Fore
guson, the yise in exchenge in 1762 was caused primarily by matters of
international trade, s soareity of planters' balances in England,
rosulting fron the depression of thet time, caused a scarcity of bills
of exchange, and those who were in great need of Hlls to make remdt-
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tances in fMgland had %o bid high to obtain them,

The oxchange rate in 1762 of 165 wus the highest ever reached in
Virginle prior to the Revolutionary War, By 1766 it van doun $o 126,
and between 1769 end 1772 4t sveraged between 115 and 125, these rates
Yelng below the par of sichangs of 129, Paper money was now preferred
by the merchants do gold and allver,

This we see dhat during §he prefmoluﬁianary pericd of Virginia's
pé;mr noney bistory, only during 4he yoars 1757 to L76L did exchange
roles reflect any depreciation, that suoh déprwiauon wBs r;a'o BOVOTO,
aml that 1t was caused not primarily by a lack of confidence in the
paper currencyy bubt by a scarcity of bills of exchange, their prf;aa
being forsed up by those anxious to ocbtain them, (Deceuse of its score
eity, remittance could seldom be made by the shipment of specie,)

Iven assuning that the dopreclation which veccurred was caueed o
a ocertain exbent by lack of falth in the paper curpency, the currensy
provided @ moh needad medium of exchange, equippsd the Virginla governe
ment with the means of incurring and discherging responsibilities ard in
meeting the needs of the french and Indian Ware It muat bo concluded
that Virginia's paper money sxporicnce vwas succenssfule
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