





THE
ALBERTA PROSPERITY
CERTIFICATES

by Wayne L. Jacobs

FOREWORD

When Marco Polo reported to his fel-
low Venetians that the Great Khan of
China had more wealth than the whole of
the rest of the world combined, he was dis-
believed and ridiculed. Polo was correct,
though — the emperor of China was using
paper money and, so long as faith in its
redemption and worth is maintained, its
issue can be potentially infinite. In con-
trast, Europe at this time was slogging
along with coins alone: for the most part,
small silver pieces plus a leavening of
gold. So long as her total wealth was com-
puted by the amount of noble metals avail-
able, her circulation of coin was limited to
that extent. Over the centuries, the West
came to experiment with paper “money”’
of various sorts and found that along with
its benefits of virtually unlimited issue
came its shortcoming of being, when all
was said and done, intrinsically worthless.
The history of paper money is littered with
instances of erosion and total collapse.

Ever since paper money appeared in
quantity, man has pondered two points
about it: how to accrue the maximum
amount of wealth to himself was one and
the other was a scheme or schemes by
which paper currency could best benefit
the greatest number of people — usually
those at the bottom end of the economic
scale. In keeping with the latter, we saw
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the Labour Notes of Owen in England and
innumerable “self-help” notes on practical-
ly every occasion of depression and “hard
times.”

The Great Depression of the 1930s was
certainly one such time and, predictably,
monetary panaceas blossomed all over the
world — including the Alberta prairies of
Canada.

The particular experiment that has
become widely known as the Alberta
Prosperity Certificates was also known in
its time as “funny money,” “Bible Bills”
and a host of other epithets, mostly pejora-
tive. More or less disowned by its author,
the Certificate affair was adopted on faulty
assumptions, established half-heartedly
and disappeared quietly into the quick-
sands of legality and indifference. A part
of Premier Aberhart’s program of the
“National Dividend,” he was increasingly
pressed to actions that his opponents
believed smacked of fascism; and, indeed,
we find that some aspects probably do vio-
late normal constitutional guarantees. That
said, we must note that Aberhart was not
alone among the provinces — or even the
federal government — in laws and “pro-
grams” that slipped over the constitutional
line as we today understand it. These were
extraordinary times and, for better or
worse, Aberhart’s schemes were their
equal. His greatest liability was that he
wandered into the realm of money and
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finance; this was to ensure the quashing of
these programs.

BACKGROUND

The forerunner of Aberhart’s Prosperity
Certificates would have to be found in the
works of Silvio Gessell. Gessell was an
expatriate German running a store in
Argentina when the depression of the
1890s hit that country. The Argentinian
banking and economic system was
unequal to the task with the result to
Gessell that he went broke. Musing over
his misfortune and finding it ludicrous that
in the midst of Argentina’s abundant nat-
ural resources, he should have experienced
collapse, Gessell came to propound a most
unusual economic theory. Most extraordi-
nary of all is the fact that, with any amount
of consideration given, it could not possi-
bly work and yet it was pushed for decades
by presumably otherwise reasonably intel-
ligent people. Perhaps its appeal lay in
blaming banks and other undefined eco-
nomic forces for the problem, but — right or
not — the solution was hardly that of
Gessell.

In brief, Gessell believed that while
goods deteriorated, money did not, so the
solution was to make sure that money itself
wore out as quickly as the goods. How he
accounted for the everyday speculation in
commodities that had been going on for
centuries, he never said. Instead, it was
Gessell’s suggestion that the actual money
should be issued in such a way as to lose a
set percentage of its value every specified
period. Gessell postulated 10% per year to
be about right so his scheme was this: each
year, bank notes would be printed of a
given colour and pass for the full amount;
but in the following year, the colour would
be changed and the notes of Year One
would then be worth only 90% face value.
This would continue each year with suc-
cessive colour changes and corresponding
value drops of 10% per year for 10 years at
which time Year One notes would be

October 1996 ~——————oecceeeeeeeee

worthless and new ones could be printed in
the same colour at full face the next year.
Thus, the cycle would continue. This par-
ticular scheme was never adopted.

However, the idea of deteriorating cur-
rency had some merit for a few economic
thinkers, but not as an end in itself, but
rather as an accelerant to note circulation.
Here, again, intellectual quicksand was
being trod upon: it was these people’s con-
tention that bank notes in the bank were
not doing any work — that they just lay
there — and, conversely, if they were forced
into rapid circulation, their desired destiny
would be fulfilled. The fallacy here, of
course, is the “legend of resting money,”
banks tend to keep a minimum of liquid
reserves on hand and, far from resting,
money is expected to be in constant
“labour” as loans and investments with the
“desiderata” of considerable returns.

But the appeal of currency “at speed”
was alluring and so a shift was made from
a deteriorating currency to one that kept its
value through resuscitation — “musical
chairs” notes at full value except for the
holders at specified times — and they had to

— Disappearing Money —
An example of the currency advocat-
ed by Gessell and used voluntarily in
a few small German-speaking towns.




pay. In an attempt to avoid what was an
actual tax on the note itself, holders would
pass them on as quickly as possible and as
the “tax time” drew near, there would,
indeed, tend to be a “speeding currency.”
The Alberta Prosperity Certificates came
to be the example “par excellence.”

Gessell’s theories came to be incorpo-
rated in the teachings of an Austro-
Germanic group calling themselves the
“Freiland-Freigeld Bund.” During the
1920s, a very few notes were circulated
among members of the Bund that were
backed in full by Reichmarks, but which
required the addition of a monthly stamp
equal in value to 1% of the note’s face
value in order to retain its full face. These
notes circulated in a very hit-and-miss
fashion for about six years — and then the
depression struck.

Hard times gave the Bund an opportu-
nity to try out their experiment on a large
scale. Schwanenkirchen, a town of about
500 in Bavaria, existed almost solely on a
mine which had been closed in 1929. In
1931, the owner succeeded in obtaining a
loan of 40,000 Reichmarks for its re-open-
ing and, at the urging of the Bund, he pro-
posed that the miners be paid in a special
stamped currency called “Wéra” (roughly
meaning “commodity” or ‘“stock”) to
ensure rapid circulation and discourage-
ment of hoarding. It was never explained
why miners unemployed for two years
would be considered prime candidates for
saving let alone hoarding. In any case, the
40,000 RM were used as backing for an
equal amount of “Wira” notes and shop-
keepers in Schwanenkirchen accepted
them “voluntarily” (or perhaps because
the miners had no other kind of money to
offer). Most wholesalers and merchants
outside of town refused to accept them
although a few thousand stores scattered
across Germany, members of the Bund,
did. The note illustrated shows that a
“Wira” was equal to a Reichsmark and
that many did, in fact, have their 1% tax

paid on time. Great benefits were ascribed
to the notes, but surely standard notes
would have circulated equally well. In any
case, these notes trod on federal jurisdic-
tional ground and were forbidden to pass
by an emergency law of November, 1931.

Meanwhile a similar scheme was tried
in nearby Austria where Mayor
Unterguggenberger of Worgl organized a
system of public works to take some 1500
inhabitants off the dole. As the scheme
unfolded, it took the form of 32,000
schillings of Wira notes, backed in part by
a fund in the local savings bank drawing
6% interest. Local merchants had to
accept the notes and, seeing that two other
prime acceptors were the local savings
bank and the municipal tax office, savings
went up and the town’s tax arrears
dropped from 118,000 schillings in
August, 1932 when the notes were first
issued to 39,000 schillings the following
April. With the exception that the town in
effect earned 12% interest on outstanding
“Wira” notes — and made a loan to itself —
other economic benefits are harder to pin-
point. But, like Germany, Austria was
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Stamped Money Used in
Hawarden, lowa —
Unlike that advocated by Gessell,
this money was stamped only
when it was spent.
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jealous of its prerogatives and the Austrian
National Bank won a lawsuit against the
town in August, 1933 and the notes were
prohibited.

The Germanic countries were not alone
in issuing stamped currency; something
similar was also used in the United States,
but in this case, it bore only a superficial
resemblance to Gessell economics. In all,
some 18 towns in 10 states issued stamped
money — but with the following large dif-
ference: the stamps were applied at every
purchase rather than periodically. Issued
by towns with little or no funds on hand,
they were paid out for municipal purchas-
es of wages and goods and receivable by
all local stores and the town. But the
Hawarden, Iowa one dollar note is typical:
at each purchase a stamp costing three-
cents per dollar had to be applied. In real-
ity, a municipal sales tax. The need for
these types of note passed as Roosevelt’s
“New Deal” programs got underway and
municipalities found it easier to obtain
loans secured by their tax bases.

The Canadian Experiment

By the summer of 1935, few places in
North America were less well off than the
Canadian Prairies and to depression was
added drought. Unable to cope with the
overwhelming problems, the ruling
United Farms Party of Alberta were turfed
out by the electorate and replaced by the
Social Credit Party of William Aberhart in
August. Aberhart was a Calgary high
school principal, but was better known for
being the head of the Prophetic Bible
Institute and his stirring religious radio
broadcasts. In recent years, Aberhart had
adopted wholesale the economic teachings
of Major Clifford Hugh Douglas and his
“Social Credit.”

Social Credit as a philosophy is practi-
cally impossible to describe. At different
times, it attracted and repelled numerous
groups but, under Douglas at least, it was
broadly anti-socialist, anti-labour, anti-
semitic and was in alliance at various
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times with the Green Shirt Party,
Moseley’s British Fascist Party and some-
thing called the New Democracy Party
(which was Canadian Conservative New
Dealers). Fundamental to the theory of
Social Credit was the “National Dividend”
and it was on this aspect that Aberhart was
elected. By his interpretation, the National
Dividend was a payment of $25 monthly
to each adult Albertan with a lesser
amount for children out the “Social
Credit.” His catchy campaign slogan was
“Money has too much and men too little.”

Although Aberhart was Douglas’ semi-
disciple, Douglas had little use for the
Alberta premier and privately was aghast
that his philosophies had been adopted,
adulterated and altered by what he termed
“crackpots.” Aberhart asked Douglas to
come to Canada immediately after the
election, but was forced to withdraw this
request when the treasury proved to be
dry; instead, he asked Douglas to map out
Alberta’s economic strategy by mail.

Douglas’ suggestions seem to lack an
air of reality. When Aberhart asked him
for a concrete plan as how to inaugurate
the Social Credit plan, Douglas seriously
suggested that the banks be asked to make
a loan of $5,000 to the Province, free of
interest and uncallable, collecting only a
service charge of 1-1/2%. Since banks
might understandably be unwilling to
finance their own demise, his second sug-
gestion was to “get” all holders of stocks
and bonds to exchange them for Alberta’s
own short-dated notes, bearing 1%; the
previous holders would continue to
receive the dividends paid on them, but for
speculative profits, possible only if readily
sold.

Nor could Aberhart borrow from the
Federal government; his refusal to allow a
Federal Loan Council to control expendi-
ture of funds made him automatically inel-
igible for such a loan. With his gentle — if
logical — refusal of Douglas’ suggestions,
Aberhart was now on his own, subject
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certificates. He must have also
been aware why most of them
failed — or perhaps chose not to
examine that aspect. The Austro-
German attempts failed ultimately
because they trod on federal juris-
diction — as did the Alberta effort;
calling them “circulating pay war-
rants” and the like was merely
begging the question. The
American issues of paper were
usually stop-gap efforts between
desperately needed funds and
reimbursement through taxes.
There was never any attempt to
displace federal currency and the

only to criticism from the
Major.

But political considerations were piling
up for the Premier. In power for nearly a
year, no move had yet been made to pay
the “National Dividend” as promised — a
major plank in his platform. Therefore, it
was more with desperation than anything
that the “Alberta Prosperity Certificates”
made their appearance on August 5, 1936.

Primarily, these certificates were modi-
fied Gessell instruments since on their
reverse were spaces for 104 one-cent vali-
dating stamps, one for each week of
August 12, 1936 through August 3, 1938
inclusive. The certificates were all for the
sum of One Dollar and would pass for that
amount providing the appropriate stamps
were affixed. This being true, the Alberta
government believed that the certificates
would circulate with great rapidity, no one
wishing to be the one forced to pay the
one-cent weekly stamp tax maintaining the
instrument’s value. In addition, the total of
104 one-cent stamps within two years
equalled the face value of the note plus
four-cents to cover the cost of production
and circulation. In other words, no-cost
money. Or so Aberhart hoped.

Aberhart must have been aware of the
other monetary experiments, international
and otherwise, before he released these

U.S. government habitually
regarded the issues as local self-help and
not be discouraged.

Aberhart was not even the first in the
province to try depression scrip. When the
town of Raymond, Alberta, could not
obtain a bank loan to pays its teachers’
salaries, it resorted to a scrip issue; but it
was not depreciating or taxed currency and
was successful only because Raymond had
a fairly healthy tax base resting on a local
sugar factory. The Alberta government
knew all about this scheme as its
Agricultural Commission was holding
hearings in Raymond on April 8, 1935.

By the spring of 1936, Aberhart and
Douglas were no longer on speaking terms
so the premier set up a committee of
M.L.A.s to devise ways to increase the
purchasing power of Albertans within the
parameters of Social credit philosophy — if
possible. It was this committee that created
the Alberta Prosperity Certificates under
the Social Credit Measures Act (Statutes of
Alberta, I Edward VIII, 1936, Chapter 8).

While on the Coast that spring,
Aberhart met and engaged the services of
E.S. Woodward, another economic
“expert” and a Gessellite. Upon his return
from Vancouver on April 23, 1936, the
government announced that it would issue
“scrip” and Aberhart and his cabinet now
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toured the province preaching its merits
and imploring merchants, school board,
town councils — in fact, everybody — to
freely accept it. There was, in fact, a great
deal of opposition to it, particularly among
holders of provincial bonds, the redemp-
tion of which had been defaulted by the
Socreds. Nor was all well within the gov-
ernment itself; some members wanted the
scrip given out in the form of the National
Dividend while Woodward objected stren-
uously since it would bankrupt the trea-
sury. Also objectionable to him was the
government’s refusal to accept its own
“scrip” in payments of fines, taxes or alco-
hol. It was Aberhart’s contention that scrip
flowing back into the treasury instead of
circulating among merchants would not
stimulate the economy. Woodward deliv-
ered an ultimatum and was fired.

Such was the state of affairs when the
Alberta Prosperity Certificates appeared
on August 5, 1936. Although a total
amount was authorized at two billion dol-
lars” worth, some 500,000 were actually
printed — all in one dollar denominations —
by Abe Shnitka, the King’s Printer
(appearing as Western Printing and
Lithographing Co. Ltd. Calgary on the
notes). As things turned out, only an ulti-
mate amount of $262,000 was actually cir-
culated at all (Myers). The Charlton cata-
logue of “Canadian Government Paper
Money” gives somewhat different figures:
357,680 notes circulated, 19,639 not
redeemed.

First to receive the notes were workmen
engaged in work-relief road-building pro-
grams and while merchants were pleased
to see payment made on their overdue
accounts, they were less pleased when they
found that their suppliers would not accept
the scrip; nor would banks nor branches of
the larger department store chains. In an
attempt to shore up confidence in the
Certificates, the Alberta government
allowed merchants to redeem them in
Canadian currency when out-of-province
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Prosperity Certificate
circulated with stamps

payments were to be made and taxes could
not be paid in scrip. Very shortly, confi-
dence required that the notes be
redeemable at any time, even before the
two years was up. The result was pre-
dictable: by September 30, nearly half the
total issue had been redeemed and by
November 14, only $36,000 of the total
issue was outstanding (Myers).

In April, 1937, the plan was officially
abandoned, the Charlton work giving the
figure of notes still outstanding as 19,639
and the Myers work quoting $12,000 as
the amount unredeemed. Perhaps both fig-
ures are correct if some 7,639 were
redeemed at the time of abandonment
leaving the other figure as the amount
never turned in for redemption.

Obviously the program had been a fail-
ure and Aberhart would have been better
off to accept the conditions of a federal
loan. In effect, people were being taxed on
money itself which was hard enough to
come by in the first place. The Canadian
Bankers Journal at this time also pointed
out another bad feature of the certificates:
the payment of this “tax” would almost
certainly tend to fall on those least able to
pay — the working poor and employees.




One other minor objection was the stamps
themselves which had a disquieting ten-
dency to fall off from lack of mucilage.

The illustrated note (page 401),
although in somewhat indifferent condi-
tion is one to be noted. Formerly in the col-
lection of a prominent Ontario numisma-
tist, the writer acquired it at the time it was
sold off nearly 30 years ago. Although he
had at least one unstamped uncirculated
certificate as well as one in top condition
with only a very few stamps on it, private
correspondence with the writer in the
1960s revealed a significance to the extent
that more than contemporary market value
was paid for it. Over some 20 years or
more, the original collector had exercised a
certain amount of diligence in attempting
to collect that specimen of Alberta
Prosperity Certificate which, in his opin-
ion, carried the greatest number of legiti-
mately applied stamps. The illustrated note
was the result of his search. Based on it, he
believed that the certificates were called in
by early May 1937 or shortly thereafter.
The last stamp on this certificate covers the
space dated “April 28, 1937, one of a strip
of two, and, even though three single
stamps are missing, presumably falling off
in the course of time due to the poor
mucilage, this does negate their transfer-
ence from another part of the note. In fact,
just before this double is a strip of five; just
what we’d expect of a certificate becoming
increasingly unpopular and the current
holder needing to play “catch-up” from
time to time in order to restore its face
value.

The word “legitimate” is used above for
a very good reason. Until at least the late
1950s, packets of a hundred of these
stamps were sometimes available from
stamp dealers for a very nominal price, but
are now pricey collectors’ items in their
own right. However, at the time, the retire-
ment time of the certificate project was
probably not known at all and may not def-
initely be known even now. The writer has

found only one work which gives a time:
“April, 1937” and no date (Myers); pre-
sumably this bit of information still exists
somewhere within the Alberta Archives or
the files of the provincial financial depart-
ment.

The level of information lacking at the
time can be illustrated by a conversation
with R.C. Willey in 1969/70 shortly after
the acquisition of this note. At that time, he
had in his collection an uncirculated cer-
tificate with all 104 stamps attached which
he cheerfully admitted was an impossibili-
ty since if nothing else, no note can circu-
late for two years and remain
Uncirculated. At the time, neither of us
could hazard a guess as to how many legit-
imate stamps there could be. It now
appears that this one pushes the limit and
the wonder is that it was not redeemed and
destroyed after having been brought up to
full value.

The National Dividend Postscript

Almost at the same time as the scrip
was released, Aberhart put into practice a
second program that was controversial in
the extreme: this was the Registration
Covenant. As explained in the papers of
August 31, 1936, all Albertans who
wished to receive the Social Credit divi-
dend were required to sign a covenant “to
co-operate most heartily” with the Alberta
government, that Canadian currency was
to be exchanged for “Alberta Credit,” that
the covenantor not make any claim on
Alberta for Canadian currency, nor were
they to use anything but Canadian curren-
cy in payment of Alberta taxes, licenses or
fines and, in addition, they were to disclose
all their assets, liabilities, sources of
income and other personal information.
Special provisions for farmers required
them to sell at least 50% of their produce
for “Alberta Credit” and, in order that the
covenant remain binding, all citizens leav-
ing the province for more than one month
had to have permission from the manager
of the State Credit House.
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“Alberta Credit” was never defined,
but enough citizens believed it to be the
“National Dividend” of $25 per month —
albeit in Prosperity Certificates — that there
was a fair rush to sign up immediately
after the announcement.

Advertisements for positions in “State
Credit Houses” gave the promise of new
jobs when they supplanted the banks but,
of course, with the exception of a few
“credit unions,” this never came about.

More extraordinary was the legislative
session that fall and its controversial laws
(practically all of which were struck
down), legislation that came to be known
as “Statutes of Alberta, 1 Edward VIII,
Session II, 1936, Act:” —

Act I. Legalized the registration pro-
gram, established the State Credit Houses
and created non-negotiable certificates
that acted as cheques. Loans at 2% were to
be made to covenant signers and broad
powers were to be granted to the govern-
ment for “further development.”

Act II. Cancelled all interest payments
on debts contracted prior to July, 1932,
and established a “Debt Adjustment

Reqistration Covenant, 1936
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Board” to rule on property seizures and
repayments.

Act III. Further powers granted to the
“Debt Adjustment Boards.” They were
empowered to stop legal actions against
foreclosed homes and farms and assist
debtors in working out terms of repay-
ment. The Board’s decisions were final
and could not be appealed through the
courts.

Act IV. Legalized the issue of the
Prosperity Certificates. Legalized the gov-
ernment’s reduction of 50% in the pay-
ment of interest on bonds and savings cer-
tificates.

Act XVI. An amendment to the
Judiciary Act (made retroactive to
September 1, 1935) made members of the
Executive Council immune from prosecu-
tion or legal action due to any of their leg-
islation.

That fall, Alberta defaulted on her
bonds as they came due. In all, she default-
ed on some $9,000,000 worth between
April 1936 and the end of 1938. Nor was
that all of Aberhart’s troubles: the
Canadian federal government reserved to
itself all matters pertaining to banking,
currency, trade and commerce as well as
the supremacy of the Supreme Court over
provincial legislation and practically all of
Aberhart’s Acts had been disallowed by
late 1938.

The great Prosperity Certificate experi-
ment was swept away along with all of its
supporting structure.]
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MONEY THAT ROTS LIKE POTATOES

Ron Greene has provided copies of a number
of brochures produced in the 1940’s by the Natural
Economic Order in Canada (NEO), a group whose
mailing address was in Victoria, B.C. On the front
cover of issues of The Neo-Economist are shown
models or prototypes of the kind of currency the
organization promoted. One of their stated objects
was to increase the velocity of circulation. This they
hoped to achieve by assessing a depreciation of a cent
a month to ensure that their proposed bills would stay
in circulation instead of being hoarded. The full value
of the dollar note could only be restored by affixing
one cent “demurrage” stamps.

In this respect, the NEO dollars are very
reminiscent of Alberta’s experiment with Social
Credit, the Prosperity Certificates of 1935.

The bearded man depicted at the centre of the
face of the note is economist Silvio Gesell (1862-
1930), whose theories the group claimed to espouse.

JUNE 30, 1944

Until the date dellgnatcd above
 this currency note is legal tender
at its face value for all debts,
public and pnvate

Subsequently, it is subject to
demurrage at the rate of one per
cent of its face value for each
month, or fraction thercof, that
it is withheld from circulation,
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each month the depreciation is restored by the
affixture, or imprinting, of demurrage or excise stamps in the spaves shown below.

The signatures are not those of real people, but merely
urge political support: B. A. Freeman and R. U.
Withus.

The following quotes from the group’s
publications will give an adequate notion of their
platform: “the existing interest-exacting. wealth
restricting, crises-creating monetary system must be
abolished...or usury will wreck the nation™.

“Money which goes out of date like a
newspaper, rots like potatoes, rusts like iron.
evaporates like ether, is alone capable of standing the
test as an instrument for the exchange of potatoes.
newspapers, iron and ether. For such money is not

preferred to goods either by the purchaser or the
seller. You then part with your goods for money only
because you need the money as a means of exchange.
not because you expect an advantage (interest) out of
the possession of money.”

J UNE 30, 1945

Until the date designated above
when it becomes null and void.
During the interveming period
any commercial bank will pay
to the bearer on demand the
depreciated value of this note,
or its face value upon the affix-
ture of demurrage stamps in the
requuired amount.
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Appendix B

Alternative Money

This history has focused on legal tender
money in Canada, that is to say money that has
been approved by the authorities for paying debts
or settling transactions. Canada also has a rich
history of private money—coins and paper scrip
produced by individuals and companies, which
commanded sufficient confidence within a commu-
nity that they circulated freely.

“Bons” and tokens

Through much of the colonial period in
New France and later in British North America,
merchants, and even individuals, issued paper scrip.
The paper scrip was not backed by gold or silver
but could be used to buy goods in the issuers’
stores—a sort of 1OU, which quickly began to
change hands as money. The value of notes and
the extent of their circulation depended on the
reputation of the issuer.

In Upper and Lower Canada, such
fractional notes (known as bons after “Bon pour,”’
the French for “Good for,” the first words on many
such notes) circulated widely during the eighteenth
and early nineteenth centuries. Fractional notes
were also issued by merchants in the Atlantic
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Montréal, George King note, 1772
This note and others issued by the local merchant George King were
denominated in “coppers,” a conventional designation for a halfpenny.
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Halifax, merchant note, 5 shillings, 1820
Until the practice was outlawed in 1820, Halifax merchants commonly issued
petsonalized sctip in low denominations to meet the need for coinage.



provinces. The widespread acceptance of bons
(also called “shinplasters”) helped to set the stage
for the issuance of paper currency by commercial

banks (Shortt 1986, 37).

Similar to “bons,)” brass and copper tokens
circulated alongside legal tender coins and helped
to offset a shortage of low-denomination coins,
useful in small day-to-day transactions.” With a face
value of a half a penny or penny, tokens were
widely distributed by banks, non-financial compa-
nies, and individuals. While some tokens identified
the issuer, many did not. Provincial governments
also issued tokens. These so-called semi-regal
tokens were not legal tender coins because they
were not sanctioned by the authorities in London.
Issuing tokens was a profitable business, since the
cost of production was significantly lower than their
denominated value.

While most eatly colonial tokens were taken
out of circulation in the 1870s, when the new
federal government reorganized Canada’s copper
coinage, trade tokens remained popular into the
1930s. Trade tokens were redeemable for goods and
services of a given value (for example, a loaf of
bread) and were issued by a wide range of compa-
nies. While these tokens were very successful in
local communities, their popularity waned when
transportation improved and business became less
local in nature.

7. Useful references include Breton (1894), Banning (1988), Cross (1990), and Berry (2002).
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Bank of Montreal, halfpenny, 1839
The Bank of Montreal issued base-
metal tokens for general circulation in
the late 1830s and early 1840s. The
rarest issue from this bank is the
so-called “side views” that feature a
view of the corner of the Bank of
Montreal head office.

Merchant token, I. Carriére,

/2 loaf, Buckingham, Quebec
From the late nineteenth through
the mid-twentieth centuties, many
Canadian businesses issued tokens
as advertising and to encourage
client loyalty. Typically made of
brass or aluminum, they were
redeemable by the issuer for the
indicated item or service.
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Today, Canadian Tire “money” represents
the best-known modern equivalent of trade tokens.
First introduced in 1958 as a “cash bonus coupon,”
Canadian Tire “money” constitutes a promotional
reward program under which the scrip, which
has no expiry date, is redeemable for goods at any
Canadian Tire store in any amount. Canadian Tire
“money” has sometimes been accepted by third
parties in lieu of cash.

Canadian Tire coupon, 10 cents, 2002
Canadian Tire “money”—a Canadian icon

8. See An Act Respecting Prosperity Certificates, Alberta, 19306.

94 A History of the Canadian Dollar

Prosperity certificates

During the Great Depression of the 1930s,
a number of towns and cities issued scrip or
certificates that circulated as money. In August
1936, Alberta’s Social Credit Government, led by
William Aberhart, issued “prosperity certificates.”
These were issued in denominations of $1 and were
used to pay relief workers on provincial public
works projects. Additionally, the legislation allowed
certificates to be put into circulation via special
agreements with municipalities.

To promote the circulation of certificates,
increase spending, and deter hoarding, holders were
required to affix a one-cent stamp to the certifi-
cates every week to maintain their value. At the end
of two years, the Government of Alberta promised
to redeem the certificates using the proceeds of the
stamp sales, with the residual (after paying the
expenses related to the issuance of the certificates
and the stamps) going to the government.

Prosperity certificates, quickly known as
“funny money,” were not well received by the
general public who objected, among other things,
to having to buy stamps to maintain their
purchasing power. Most stores were also reluctant
to accept them. Almost immediately, the Alberta
Supreme Court issued an interim injunction halting
a deal between the province and the city of
Edmonton on the issuance and circulation of
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Alberta, $1, prosperity certificate, 1936

certificates by the city.? Following a subsequent
decision by the government to redeem the
certificates monthly instead of waiting two years,
the stock of outstanding certificates declined
sharply. The Alberta government finally abandoned
the issuance of prosperity certificates in April 1937.
At that time, only $12,000 were still in circulation
out of $500,000 printed.!V

Community money

Communities, typically isolated ones such as
islands, have sometimes issued scrip or alternative
currencies that could be used locally to buy goods
and services. In 1837, William Lyon Mackenzie
issued dollar-denominated notes in the name of the
Provisional Government of Upper Canada on Navy
Island in the Niagara River, following his abortive
attempt to seize Toronto in the Rebellion of 1837.

During the second half of the nineteenth
century, private notes, denominated in dollars, were
issued by Calvin & Son, a family-owned firm, on
Garden Island, located in Lake Ontario near
Kingston and then home to about 750 people. The
company, which was principally involved in the
timber and ship-building businesses, owned virtu-
ally everything on the island. Its notes could be used
to buy goods in the company-owned general store
(Swainson 1984).

Since 2001, Salt Spring Island, British
Columbia, with a population of about 10,000, has
issued its own alternative currency. Salt Spring
Island dollars are issued by the Salt Spring Island
Monetary Foundation, a not-for-profit society,
whose objective is to maintain a local currency on

9. The Court did not base this judgment on the constitutional merits of prosperity certificates, although it believed this to be a very important issue.
Rather, the injunction reflected the fact that the payment of a stamp tax on the certificates by the city represented a burden on Edmonton tax payers
and that the city did not have the authority to carry on business through two monetary systems, one based on legal tender, the other based on certifi-
cates. Although the Supreme Court of Canada apparently never gave an opinion on the prosperity certificates themselves, it ruled in 1938 that three
pieces of Social Credit legislation (An Act Respecting the Taxation of Banks, An Act to Amend and Consolidate the Credit of Alberta Regulations Act, and An
Act to Ensure the Publication of Accurate News and Information) were unconstitutional.

10.  The Globe, 8 April 1937
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Salt Spring Island, $$5, 2001

In 2001, the Salt Spring Island Monetary Foundation was
established to issue note-like certificates to help fund community
initiatives on this island off Canada’s west coast. This note was
designed by Warren Langley and Pat Walker.

the island for community projects and to promote
local commetce and goodwill.!!

The bills, which are considered to be gift
certificates, are designed by local artists and are
protected by sophisticated anti-counterfeiting
devices. They are widely accepted by stores,
individuals, and financial institutions on the island.
While not legal tender, they are redeemable
upon demand in Canadian currency. To ensure

11.  See www.saltspringdollars.com.
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convertibility, each Salt Spring Island dollar in
circulation is backed by a reserve fund in the form
of cash, term deposits, or gold. Certificates may be
bought and redeemed on demand at participating
stores, banks, and credit unions.

An interesting feature of Salt Spring Island
dollars is that they are issued in limited editions. It
is hoped that the attractive bills will be retained by
visitors to the island as souvenirs. Net income
generated by the reserve fund is used to help
finance community projects.





