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Preface

This book is drawn from a longer version which compared the beginning of the Bank to the beginning of the early English novel, taking Moll Flanders as the example. William Paterson and Daniel Defoe were in fact mates and co-projectors. If readers require detailed historical references, or just fancy a more detailed read, try the longer version: Daniel Defoe and the Bank of England: The Dark Arts of Projectors written by Valerie Hamilton and Martin Parker.





To a certain Captain Jack Sparrow.





Chapter One

Pirates

The Bank of England is a huge success story. It is the oldest continuously operating central bank in the world and undoubtedly remains one of the most prestigious and highly regarded. It is one of the key institutions in the world, playing a major role in the global financial system. Its capabilities shore up Britain’s international reputation. What’s the story behind this amazing success?

It is a wonderful story of pirates, treasure, daring, imagination, and revolution. Not to mention dollops of heroism, optimism, and a fair bit of cheating. None of this alone would have been enough if the whole venture had not been salted with a sense of public spirit, and a genuine desire to contribute to the public good. Some of the men behind this grand project were adventurers, some were public servants, and some were creative geniuses. All in all, the Bank was founded on pirates, punters, and politicians. Deceits and trickery were required, and have been required ever since, to keep the enterprise going. The Bank, despite its thick walls, is a thing of fiction, dispensing magic. Its calm, secure exterior, its marble hallways, belie the adventure, the game of fate and chance in which it was, is, and will forever be, engaged. This is not for the faint-hearted. The story begins with Scotland.

The Bank of England was, ironically, founded by a Scot, William Paterson. There is some ambivalence in its great halls to this fact. There is no portrait of William Paterson looking down on customers and visitors in the reception areas. King William III and Queen Mary II oversee activities but not Paterson. The Bank, on its website, however, resolutely recognises Paterson as its founder. His contribution is recognised but perhaps not celebrated. This ambivalence runs through the story of the relationship between Paterson and the Bank from the very beginning. He was needed to establish the Bank but was not welcomed. The reasons for this are, as always, many and varied but display some constants in the relationship between England and Scotland. Scotland is, and always will be, north of the border.

William Paterson was a remarkable man and his story is representative of this remarkable age. It was an age of wonder, anxiety, and invention. Daniel Defoe, one of the first of a new profession in the early seventeenth century, journalism, called it ‘The Projecting Age’. He went on to describe and contribute to, a plethora of entrepreneurial activities: commercial, social, scientific, and literary. Historians talk of a frenzy of invention. The Glorious Revolution of 1668, which established the protestant, the Dutch King William on the throne set the stage for a period of political and economic change.

Paterson was born in 1658 in the small hamlet of Skipmyre on the uplands five miles north of Dumfries. His parents, John and Elizabeth, were small-scale, tenant farmers. They were Protestant and apparent dissenters from the Church of England. This area of Scotland was strongly Presbyterian and there is evidence that Paterson’s family became Covenanters, a particular species of religious dissenter. After the restoration of the monarchy in 1660, Charles II tried to install Bishops back into the Church of Scotland. This was unacceptable to many Protestants who held that all men are equal before God, and so do not need Bishops to speak for them. Those who resisted the King’s demands became known as Covenanters or supporters of the Covenant, a petition drawn up in Edinburgh, originally to oppose Charles I. The greatest concentration of Covenanters was in this area of Scotland, around Skipmyre. On Sundays, many of them held secret church services in the hills rather than cross the door of a church run by government-appointed Bishops. They risked fines and imprisonment. William’s father refused to swear the prescribed oath of loyalty to the Bishops. This put himself and his family at risk.

That Paterson was raised a dissenter is significant. His family had the courage to stand up for their convictions, rooted in the strength of their religious beliefs. They believed that they did not need an intermediary to speak directly to God and rejected many of the doctrines and practices of the Church of England. It surely shaped their attitude to authority and the establishment.

It also shaped their prospects. Dissenters were outsiders. They were not allowed to enter the professions or the ministry or to go to university. These restrictions meant they had to find other routes and many young men turned this restriction into an opportunity. They entered commerce and made a huge success of it. Some historians claim that dissenters were far more likely to be successful in business and finance than their counterparts in the Church of England. Their experiences seemed to position them well to take advantage of rapid changes in society and finance. As they were not tutored in Latin and Greek, traditional subjects for university, they spent more time learning about the natural sciences and were able to put this knowledge to good use. In England, academies for dissenters had a reputation for progressive thinking and teaching. Such schooling seems to have nurtured an entrepreneurial attitude and spirit. In a purely practical sense, being outsiders to the establishment meant they were forced to look for new opportunities.

Paterson was one of these young men. Very little is known of his particular education. He attended the local parish school. There is agreement that he had intellectual ability and some suggest a religious fervour in his youth. He may have been destined for the ministry, but dissent and the times, meant that he shifted, like so many others, from ministry to trade, from God to the market.

Paterson entered commerce. His early career is difficult to piece together. He clearly left home to seek his fortune. He is known to have travelled and traded in the West Indies and the Americas. There is clear evidence of his presence in Jamaica in 1673-4 but what exactly he was doing is
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