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On 26 February 1797, in spite of it being a Sunday, the Privy Council convened to discuss measures of preventing the country’s financial ruin. The reserves in the Bank of England were dangerously low, and the news that a French squadron had landed on the coast of Fishguard, Wales, had just reached the capital the previous day. On the following day, people who went to the Bank of England were given handbills, which communicated that following the Order of the Privy Council the Bank had suspended the cash payments of their notes.
Suspending cash payments meant shifting the basis of trust in the financial system.  It involved a sharp increase in the number of people who dealt with paper instruments which, unlike precious metals, depended directly on the workings of the system rather than on personal relationships and intrinsic worth. It could not have been an easy task, in either economic, social or political terms. How was it achieved? And who carried out this major task?

The experience of the Bank Restriction Period (1797-1821) seems to be, at first glance, fairly modern; the Bank of England was beginning to assume the status of a central bank, and the people used and became accustomed to inconvertible paper money. However, this impression becomes elusive when we look deeper into the situation.
The standard narrative of the Restriction Period is partly responsible for the misleading impression of this era. This paper tries to convey a more detailed account of the beginning of the suspension of cash payments by the Bank of England.

The first problem of the standard account of the suspension is that attention was given almost exclusively to London. The importance of London is beyond doubt, however, we need to be careful not to underestimate the importance of other financial centres. The second problem is that the importance of the declarations to support credit was not properly appreciated. Most of the researchers have made only passing remarks regarding the declaration issued by London merchants, bankers, and notaries, but the real extent of the reaction was widespread — to the degree that it should be referred to as the ‘declaration movement’. This paper argues that this movement was crucial in keeping the floodgates of panic from opening by legitimating the extraordinary measure. At the same time, it was a procedure used extensively in this period, and can be traced back – or so it was thought – to 1745.

The most influential account of the suspension of cash payments was given by John Clapham in his history of the Bank of England. He enumerates the elements that led to the decision: pressure from the huge expense of war efforts and advances to the government, adverse exchanges, external drain to Ireland and Pitt's attempt to unite Irish and English economies, and the final stroke: the invasion panic. All of these elements are certainly relevant in understanding the event, but the situation seems to have been far more complex. Other than the Bank of England, only the hardships of Newcastle banks have been noted. On 23 February, three days before the meeting of the Privy Council, a Newcastle banking firm named Harley and Cameron came to the Bank begging for help.

However, even before the Newcastle panic, potentially a far more serious event had occurred. On 21 December 1796, a French fleet arrived at Bantry Bay, Ireland. Though the French did not land, because of bad weather and confusion in the command, they stayed in the Bay for two weeks without an attack from British fleet, which was then in Spithead. The invasion of Bantry Bay has not been featured in most economic histories, but in fact, this event caused a financial crisis in Ireland, a crisis that preceded the Newcastle panic. Cork, which was situated close to Bantry Bay, was also seriously affected by the event. On 6 January, it was said that ‘all Business here is at a stand, no Money in Circulation but what is paid Tradesmen & Labourers.’
 The shortage of money – which means coins – undoubtedly started immediately after the arrival of the French fleet, for the City of Cork Committee referred to an ‘alarm’ on 24 December. What is more significant about the Cork Committee is that, on this occasion, the Committee recommended stopping cash payments, and that recommendation was obligingly adopted by the Cork bankers.

This is the first stoppage of cash payments before the suspension of the Bank of England. Although the suspension in Cork did not lead to a bigger crisis, there certainly was apprehension in the air. The nobility, gentry, and traders of Dublin met at the Royal Exchange on 28 December, and discussed the possibility that Dublin bankers would stop discounting. However, the measure was not deemed necessary, and some people even thought the course taken by the Cork bankers was extreme and subversive to public credit. Scotland also suffered from early runs. William Forbes claims that the small run commenced from a public meeting in Midlothian on 17 February.

As we have seen, it would be more precise to say that the suspension was preceded by a series of financial disturbances after the Bantry Bay incident, which means that the people were prepared for the suspension of cash payments by the Bank of England — more than we might expect them to have been. For example, Scottish bankers had been expecting a run to take place, so they were ‘fully prepared to meet it’
 by the end of February. In Dublin, the Lord Mayor, who played a central part in the December meeting, speedily called for another meeting to support public credit after the news of stoppage in England.
If some people were expecting the financial panic, how could they have prepared for it? In early January, a bank in Cork called in its bank notes, but this was an exceptional case. What most of the banks could have done was to limit the circulation of their notes. But even if they succeeded in limiting their liabilities, in a general crisis, such a move would not be sufficient.

A measure taken under such event was to declare support for credit. The normal procedure was to hold a meeting by merchants, bankers, and other notable people in the region and adopt a declaration stating that they supported public credit, assuring the creditability or credit-worthiness of local banks, and the signatories were to accept banknotes as payment.
During the 1797 suspension crisis, the adoption of this method spread surprisingly widely and quickly. Following the run on the Newcastle banks on 18 February, a meeting of Newcastle bankers took place. In the meeting they agreed to suspend cash payments on Monday if the demand for specie continued. On Monday, all the banks in Newcastle suspended payments.  The same day, the principal tradesmen in Newcastle met, and at the meeting a resolution was adopted; the following resolution was then advertised in the newspapers: ‘THAT we, whose Names are hereunto subscribed, will receive the Notes of ALL the BANKS here, in Payment as usual.’
 Meetings of the same nature were held in Sunderland (21 Feb.), Durham (22 Feb.), and South Shields (24 Feb.).

On the day the Bank of England stopped payment (27 February), the largest meeting was held in London. The meeting was called for by a Pittite Mayor, Brook Watson, who was also a former director of the Bank of England. The content of the declaration adopted at the meeting was basically the same as that of Newcastle – only it was concerned with the Bank of England notes – which said, ‘we will not refuse to receive Bank Notes in Payment of any Sum of Money to be paid to us, and we will use our utmost Endeavours to make all our Payments in the same Manner.’
 The meeting was attended by numerous people – the names of the signatories that appeared in the declaration advertised in newspapers amounted to 853, and some copies were deposited in some places for additional endorsements; eventually the signatures were said to have amounted to about 3000.  The scale of the other meetings was smaller, but over 200 people gathered at the Dublin meeting, and ‘hundreds’ attended the Edinburgh meeting.
Scottish bankers and Bristol bankers were among the first to be informed of the decision at the Privy Council. Therefore both of these regions were able to hold a meeting on the day of the suspension. On 1 March, a declaration was adopted in Bath, Hull, Northampton, and Oxford. Dublin did the same on 2 March. A newspaper reports: 'At Yarmouth, Lynn, Beccles, Canterbury, York, Bristol, Shrewsbury, and, in short, every town of consequence in the kingdom, the inhabitants have agreed to similar resolutions in support of their several Banks, and of the Bank of England.'

The principal movers of the meetings were mainly political leaders of the region – for example, the Lord Mayor in London and Dublin, and the Lord Provost in Edinburgh. However, the London meeting seems to have originated from a quarter other than from the Lord Mayor. There was an interview between William Pitt and the directors of the Bank of England on 23 February, in which a delegate from the Bank suggested to Pitt that: 'it would in the present circumstances be highly requisite that some general meeting of the Bankers and chief Merchants of London should be held, in order to bring on some resolution for the support of the public credit in this alarming crisis.'

Even though the London meeting had been pre-arranged by Pitt and the Bank, there is no evidence to indicate that any direction – to adopt the same measures – went from London to other regions. The whole proceedings were so readily accepted that one wonders whether the people involved knew exactly what they should do.

The news of the suspension arrived by express post in the evening of 27 February in Norwich. The next day, several banks were shut and a meeting of the bank proprietors took place; they resolved ‘to follow the regulation of the Bank of England as far as possible.'
 Then the Court of Mayoralty was held at the City Hall and their resolution confirmed the bank's decision. The next day, principal merchants confirmed the resolution of the Court of Mayoralty. It was doubly confirmed by the larger meeting on 2 March. The procedures taken in Norwich look almost flawless (in order to make the exigency legitimate), though there was no legal ground allowing them to suspend cash payments themselves. Only the Bank of England and the Bank of Ireland were covered by acts relieving them from cash payments – in the case of the latter, it was done retrospectively. Legitimizing this extraordinary measure was therefore a difficult task, especially for the majority of the banks which were not covered by the legislation. For this reason, simply following the Order was not enough, and the declaration movement was therefore crucial in supporting public credit.
Though there was no legal justification for the measure on which everyone could rely, there seems to have been two ways to legitimate it: precedence and quasi-legal appearance. In the London meeting, Brook Watson evoked the memory of a crisis which took place half a century ago. In September 1745, the Jacobites’ success in Prestonpans caused a run on the Bank of England. During this plight the bank tried to exchange its notes with silver instead of gold, which was the customary method. The measure would not have worked if there had not been the merchants' declaration, issued by the meeting held in a London coffee house, ‘that we will not refuse to receive bank notes in payment of any sum of money to be paid to us. And we will use our utmost endeavours to make all our payments in the same manners.’
 On this occasion, 1,140 signatures were collected in five days, and the run was ceased. Watson suggested at the London meeting that ‘If such a resolution was entered into by the present opulent meeting, it would answer every purpose.'

If the origin of the declaration is placed in 1745, there is also another precedent. The form of declaration was a method used extensively in the association movement in 1792. In that year, to counteract the radical societies, John Reeves initiated the formation of the 'Association for the Preservation of Liberty and Property against Republicans and Levellers', and on 24 November 1792, he published a declaration in the newspapers. The declaration was an expression to uphold the constitution as established in 1688. The form was picked up by Pitt as a weapon to fight radical elements, and the movement spread throughout the country. London merchants, bankers, and other inhabitants produced a declaration in this year, and then in 1795. We can assume that declaration was a method which was fairly well known to London community, the Bank, and the government.

There was also a quasi-legal aspect to the declaration. Declarations were issued at the quarter sessions in some regions with, according to William Cobbett, ‘a magisterial weight and authority.’
 In Newcastle, this was connected to a precedent in 1793 when a declaration guaranteeing local banks’ stability was adopted — in this case, individual signatories not only expressed their support of public credit, but also the amount to which they would be liable in case those banks failed, which ranged from 100 to 600 pounds. In this way, a declaration could be more binding than a mere lip-service.

Precisely to what extent the declarations contributed to avoiding the general collapse in the 1797 suspension crisis is hard to tell – the reserves in the Bank of England improved after the suspension, and no serious failure of private banks occurred. In any case, the declarations certainly formed the basis for the acceptance of inconvertible banknotes. It is also important to note that a conscious effort was made to prevent the run on banks, which was a real enough possibility in this period. The effort was made by the local community at large, which was not necessarily dominated by the so-called ‘monied interest’.

At the same time, the involvement of the ‘landed interest’ is to be reckoned with — like the Bishop of Durham and the Duke of Northumberland — and some landowners proclaimed that they would accept banknotes in payment of rents. This means that an interrelation between various interests in the community was created by the acceptance of banknotes, the nature of which goes beyond political boundaries. We can see the names of pro- and anti-government people working side-by-side in the declarations. This all-embracing aspect of declarations could be one of the reasons why the declaration movement spread throughout the nation. Participating in the movement did not necessarily entail complete allegiance to the government – by disguising it as a financial decision, one could suspend political consideration for the moment.

As we have seen, the 1797 suspension crisis was more of a nation-wide crisis, starting earlier than it has been considered to be. The London meeting was, to some degree, pre-staged by the Bank and the government, but the scale of the whole movement suggests that there were other forces at work – they were spontaneous and based in local communities. During the crisis, the declaration was considered the best way of supporting credit, and it proved to be effective in this case. Although no one expected the Restriction Period to last for more than two decades, it was a conscious effort that opened the door to an era that brought about the experience of inconvertible paper money. Paper money, in this case, was not simply forced on people, but accepted by them. The participation of local communities was crucial in the suspension crisis during which paper money became a de facto national currency.
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