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1941 SAW PAPER MONEY AND A TREATY WITH COSTA RICA – PLUS AN UPDATE ON THE 

GOLD AND SILVER ROLLS 

 

THE 1941 ECHANDI-FERNANDEZ TREATY WITH COSTA RICA1 

There had been border disputes between Panama and Costa Rica, dating back to the 19th 

Century including the Coto War of February/March 1921, following which US pressure (on 

behalf of banana growers) and US military intervention2.  The eventual settled border was 

demarcated in this 1941 treaty.  It was said to result from the friendly relations between 

President Arnulfo Arias Madrid and Costa Rica’s President Rafael Angel Calderón Guardia 

and was signed on 1 May 19413. 

 

1941 - INTRODUCTION OF PAPER MONEY4 

 
1  https://second.wiki/wiki/tratado_echandi-fernc3a1ndez  
2  Panama was forced to accept the White Ruling of 1914, which required Panama to cede the Coto region to 
Costa Rica. 
3  The treaty is also referred to as the Arias-Calderón Guardia Treaty): 
http://www.cuencariosixaola.bocasdeltoro.org/pdfs/tratado%20de%20limites.pdf  
4  http://www.alonso-roy.com/pn/pn-04.html  https://www.panamaviejaescuela.com/historia-balboa-
moneda-nacional/  
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https://www.panamaviejaescuela.com/historia-balboa-moneda-nacional/


On 30 September 1941, President Arias Madrid made a radio address to mark the first 

anniversary of his administration (he would be deposed and removed from office the next 

month) and one item he announced was the formation of a new central bank5.  This was 

to mean Panama having its own paper money with effect from 1 October. 

The original 1904 Constitution had established the US dollar as the currency in circulation 

in the country.  The new 1941 Constitution enabled a new monetary system. 

Previous attempts had been made to introduce peso banknotes in the 18th Century, while 

Panama was part of Gran Colombia.  Then in 1911, a law was approved which authorised 

the National Bank to issue banknotes denominated in balboas, but this project was never 

brought to fruition.  In 1913, another law also authorised the National Bank to issue 

balboa banknotes, but once again the project was stillborn. 

A study by the Comptroller General in 1933 had established the benefits to be had if paper 

money was issued, but this was not accepted by the National Assembly. 

In 1941, a new Central Bank of Issuance was established, and an issue of banknotes to the 

value of 6 million balboas was to be made.  For each banknote there was to be an 

equivalent reserve in silver or gold, with a guarantee from the National Bank.  The initial 

costs were to be borne by the Treasury, with banknotes printed by the respected 

company of the Hamilton Banknote Company of New York. 

On 2 October, the new Panamanian banknotes went into circulation, with President Aria 

Madrid being the first person to call at the National Bank to exchange dollars for balboas.  

In all, banknotes to the value of 2,720,000 balboas were printed.  The new banknotes 

were the same size as $1 US dollar bills. 

On 8 October, the Comptroller in the Canal Zone announced that the new banknotes 

would be accepted in the Canal Zone. 

However, on 9 October, Arias Madrid was deposed during his unofficial visit to Cuba. At 

the same time, the plans for the new currency also came to an end.  Law 29 of 30 

December 1941 formally ended the new currency’s legality, giving holders 10 years to 

exchange the banknotes for their nominal value – at least half a million balboas of 

 
5  Decree No.6 of 30 September 1941. 



banknotes were thought to be in circulation.  The surplus banknotes were to be 

incinerated6. 

Hence the paper money had only a life of 7 days, and were only legally valid for a single 

day. 

 

 

 

UPDATED - THE GOLD ROLL AND THE SILVER ROLL 

A segregated system of pay during US construction of the Canal. 

Gold payroll  Gold roll workers were white, primarily American, more highly paid, 

and paid in US gold coin.   

 
6  Some in the furnaces of the Mechanical Division of the Canal and others in 1942 in the College of Arts and 
Crafts. 



Silver payroll The silver roll workers, mainly from the Caribbean islands but also 

from Spain, Italy, and other European countries, were paid much 

less and in Panamanian silver coin.   

The system was also a de facto colour bar, with separate privileges, eating facilities, and 

building entrances for gold and silver workers President Eisenhower ended the gold and 

silver payrolls in 1955. 

 

 

THE GOLD ROLL BENEFITS 

The Gold and Silver Roll system was implemented by the US administrators of the Canal 

Zone in 1904 and was enforced by the US Government from the very beginning the 

American Construction Era of the Canal Zone 1904-1914.  It has been described as an 

imported version of “Jim Crow,” racially segregated system of the southern US, and 

became the foundation for Canal Zone society and economy until it was phased out. 

It should be remembered that the Gold Roll entailed other privileges and amenities.  Gold 

Roll workers not only enjoyed much higher pay, but also better and more spacious 

housing facilities for families, excellent and well-equipped schools for their children, 

better nutrition, better health care, almost free entertainment and recreational facilities 

and a generally better quality of life.  Other benefits (which became in the recruitment 

process) were sick leave and “home” leave - paid return passage back to their home US 

state while their job was kept open for them in the Zone.  



While some black employees and other non-American members of the Gold Roll were 

entitled to the “privileges”, they were, nevertheless placed on a lower pay scale and 

denied certain benefits, particularly, the sick and home leave7. 

 

THE SILVER ROLL WORKERS 

For Silver Roll workers every aspect of their lives would be segregated and generally 

inferior in quality to that offered to Gold Roll workers.  The separate housing areas 

became communities that were kept apart.  

In 1908, US President Taft signed an Executive Order to apply a “nationality test”, a 

restriction to all hiring in the Canal Zone.  This led to pressure to stop hiring any non-

whites as engineers on the railway.  By 1909, the once plentiful skilled Jamaican workers 

and US African Americans who had been acting as engineers of any kind, yard masters, 

hostlers, boat pilots, machinists, carpenters, wiremen, division engineers and even postal 

clerks, were barred from such positions in the future.  Thus, the foundation for the Silver 

and Gold Roll system was established8. 

 

 
7  https://thesilverpeopleheritage.wordpress.com/2008/05/01/the-silver-and-gold-roll-on-the-panama-
canal-zone/  
8  https://thesilverpeopleheritage.wordpress.com/2008/05/01/the-silver-and-gold-roll-on-the-panama-
canal-zone/  
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