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State and Finance in the Philippines, 1898–1941 is an attempt to reevaluate the 
Philippine National Banks’ collapse after WWI. In 1919, the Philippine government 
had to divert almost 80 percent of the country’s annual revenue from taxes and tariffs 
to replenish the depleted Gold Standard reserve. It also affected the change of political 
leadership. In 1921, the Bureau of Insular Affairs (BIA) sent a special mission to inves-

crisis solely to the bank’s uncontrolled loans provided to export sectors with the strong 
support of politicians who protected the economic interests of Filipino landowners and 
manufacturing sectors. This conclusion was widely circulated and the collapse was 
characterized as the result of corruption, scandalizing the Philippine National Bank.  

The central aim of the book is to analyze the relationship between the crisis and the 
instability of the currency system. To address the relationship, Nagano outlines (1) the 
introduction of the gold exchange standard and the development of modern banking in 
the Philippines (Part I); (2) the role of the Agricultural Bank and the structure of agri-
cultural loans in the Philippine economy (Part II). Then, Nagano shows that the crisis 
of the Philippine National Bank was due not only to graft and corruption in the bank 

-
tions (Part III). 

The BIA was established by the U.S. War Department to administer colonies and to 
supervise the transition of the colonies’ currencies from the silver to the gold standard. 
In 1898, the Philippines was part of the silver standard area and remained so until the 

stabilize the exchange rate between the U.S. dollar and various silver coins circulating 
in the Philippines. The plan for currency reform was to establish the gold standard with 
a new silver peso equivalent to half the U.S. dollar. In other words, a new currency 
system was in the form of silver coins based on a gold coin whose denomination was a 
peso pegged to the U.S. dollar. To maintain the value of the silver peso, the Philippine 

of retaining the reserves to back silver coins. Also, the Gold Standard Fund was estab-
lished for the purpose of maintaining the parity of pesos by regulating foreign exchange.

Nagano explains that the U.S. policy is related to the appropriation of the Gold 
Standard Fund. One primary policy of U.S. rule in the Philippines was the mainte-

Philippine government had to procure for itself all funds needed for its expenditures. In 
1911, a revised provision permitted a portion of the Gold Standard Fund to be loaned 
to local governments. It also permitted the fund to be used for purchases of interest-

Fund increased year by year until they reached nearly 80 percent of the total Fund 
in 1916–1917. Utilizing the Gold Standard Fund in such a manner was a deviation 
from the original purpose of maintaining the parity of Philippine currency, bringing a 
shortage in the currency reserve. 

Nagano claims that the consolidation of the Gold Standard Fund and the Silver 
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of 1919. The Gold Standard Fund could be used for investment in public utilities and 

not be used for that purpose, and thus it did not produce any revenue for the govern-
ment. Nagano documents that during the early 1910s the BIA was endeavoring to 

both currency reserves. The idea was to combine the two currency funds and grant the 
Philippine government the authority to use the combined funds for increasing its reve-

combined in order to compensate for the depletion of the Gold Standard Fund in 1918. 

end of the war in 1918, these loans could not be repaid. The combined Gold Standard 

for a thoughtful analysis on the relationship between the crisis and the instability of the 
currency system. It will also help students and scholars to understand the political and 
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the origins of the East India Company to the Partition. Thematically, they cover both 

is presented in an accessible way, with useful comparisons to other geographical  
regions. 

percent of that in Britain in 1600, fell substantially in both absolute and relative terms 
until the nineteenth century. As Broadberry and Gupta point out, the divergence happens 
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