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Footnote 15: 
California and the National Currency, 
Correspondence printed in newspaper 
LETTER OF THOMPSON CAMPBELL, ESQ., 
TO THE SECRETARY OF THE TREASURY.  
Washington, March 24, 1865 
Hon. Hugh McCulloch, Secretary of Treasury 
 

Dear Sir:  The State of California is the only 
loyal State in the Union where the national 
currency is not used as a circulating medium.  The 
supreme court of that State decided at an early day 
that legal tender notes were not receivable in 
payment of taxes, on the ground that a tax is not a 
debt, in the legal and technical sense of that term, 
as used in the legal-tender law. 

The legislature of California enacted, in 1863, 
what is known as the specific gold contract law, the 
object of which is to enable the courts, by process 
of law, to enforce the specific performance of all 
contracts for the payment of money, when it is 
specified in the contract that the sum when due 
shall be paid in gold coin.  One effect of this law is 
to entirely prevent the circulation of the national 
currency in California, making it merely an article 
of traffic, its value being regulated by the price of 
gold in New York. The result is that all Federal 
officers, and the army and navy, are forced to 
convert, at a great sacrifice, the currency in which 
they are paid, into gold, at the market rate of 
greenbacks, before it can be made available to 
them, sometimes reducing their pay more than one-
half, which is very oppressive, particularly upon 
these employed in the military and naval service, 
and in the end calculated to affect very injuriously 
the public service on the whole Pacific coast.   

While many true and loyal men in California 
sincerely entertain the opinion that the gold policy 
is not only the best for their State, but is also the 
best for the general Government, the opposite 
opinion is held by large numbers of loyal citizens; 
and from present indications I do not entertain a 
doubt but that the next legislature will open the 
way for the introduction of the national currency 
as the circulating medium of the State. 

Knowing the influence that your views have 
with the loyal people of California, on all questions 
relating to the financial policy of the Government, I 
have taken the liberty, as a citizen of the State, of 

addressing you this note for the purpose of eliciting your views on the questions here suggested. 
Hoping you may find it convenient to reply, I have the honor to remain, very respectfully, your obedient servant,  

THOMPSON CAMPBELL 
 

REPLY OF SECRETARY M’CULLOGH.  TREASURY DEPARTMENT, March 28, 1865. 
Dear Sir:  Your favor of the 25th inst. is received. 
The decision of the Supreme Court of California that, United States notes could not be received for taxes, and the 

subsequent act of the Legislature of the State, which seemed like an attempted nullification of the national authority making 
these notes lawful money, have undoubtedly done much mischief to the State, and not a little to the country generally. 

Whatever opinions may have been entertained in regard to the propriety or necessity of the issue of these notes, and the 
making of them a legal tender, when Congress, in view of the situation of the country, and on the recommendation of the  
Secretary of Treasury, upon whom was devolved the responsibility of providing the means for the prosecution of the war, 
determined this question, it was, in my judgment, the duty of California to conform her policy to this determination.  The legal, 
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tender acts were war measures; and California could not place herself, as she has done apparently, in opposition 
to these war measures, without indirectly assailing the national credit, and casting her influence in no small 
degree on the side of those, who, with bloody hands, were attempting the dismemberment of the Union.  That such 
as the intention or the spirit of the people of California, no one supposes.  Truer or more loyal men than the 
majority of the people of that State, are not found in any other State of the Union.  Unfortunately, they permitted 
their preference for a metallic currency, and the influence of the bankers, to place the State in opposition to the 
financial policy of the country, and to prevent her, in this particular, from being in hearty sympathy with the other 
loyal States. 

Although situated upon the Pacific, no State has a deeper interest in the preservation of the Union than 
California; and none should have been in advance of her in sustaining those measures which the loyal people of 
the country had adopted as a means of accomplishing this object. 

In regard to the wisdom of her policy in adhering to an 
exclusive metallic currency, as far as California herself is 
concerned, it may seem to be almost indelicate for me to express 
an opinion in saying that, in my judgment, California would 
have been a much richer and more prosperous State if her 
circulation had been a mixed instead of an exclusively metallic 
one; that she has not only failed properly to co-operate with the 
other States .  When, by refusing to recognize the authority of 
Congress in making United States notes lawful money, she 
places herself in antagonism to the credit of the Government, 
every supporter of the Government, no matter where he may 
reside, has the right to criticize and to condemn her action; but 
her domestic policy, so far as it affects California alone, is a 
matter in which the citizens of other States have no direct 
interest.  I have, however, very decided opinions upon this 
subject, and as you seem to desire an expression of them, I have 
no hesitation in maintaining the Government credit, but has 
misapprehended her own interest in discountenancing the use of 
paper money within her limits. 

No country can prosper for any considerable time where 
money commands so high a rate of interest as it does in 
California, and nothing would tend more directly to reduce that 
rate of interest than the introduction of a sound paper 
circulating medium. 

Paper money has been found to be a necessity in all 
commercial countries, and especially in the United States; and 
what is true elsewhere must be true in California.  With her 
splendid climate, her fertile soil, and her inexhaustible mines, 
her wealth and population ought to have been more rapidly 
increased than they have been for some years past.  With her 
great advantages, what has prevented her from receiving a 
constant flow of emigration from other States?  What has 
prevented her from being a commercial and manufacturing 
State?  What is now repressing the enterprise of her enterprising 
people but the fact that money is dear, and credit, to a great 
degree, ignored? 

California needs a well-regulated credit system; she needs a 
paper circulation to quicken enterprise, and give impetus to business; she needs a lower rate of interest; she needs 
to be cured of the mania for an exclusive metallic currency; in a word, she needs, in addition to the recognition of 
United States notes as a currency, a sound banking system—such as is provided for by the national currency act—
and she will linger in the career of greatness and prosperity until these needs are supplied. 

Regretting the necessity I am under, by reason of pressing official duties, of replying thus briefly and hastily to 
your letter, I am, very truly, yours,  H. MCCULLOCH 

 


