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CHAPTER I 

INTRODUCTION 

The legal-tenders had their beginning in legisla­

tion of Congress~ February, 1862. 1 There was a belief 

that a currency of some sort was needed to meet a short-

age of circulating medium brought on by the war, and a 

system of bank currency was soughtc It was decided that 

a system of national banks recommended by Secretary Chase 

could not be organized and put into effective usage soon 

enough to meet this crisis, so E. G.Spaulding, chairman 

of a sub-committee considering Chase's report, hit upon 

and draft e d a p an providing for the issuance of 

$100, 000,000 of legal-tender notes which Congress in-

creased to $150,000,000. Also authorized in this act was 

the issue of $500,000,000 of five-twenty bonds bearing 

six per cent interest which was to be sold for coin or 

treasury notes at market value, and the issue of not more 

than $25,000,000 of five per cent interest-bearing certif-

icates of d posit, which ere to be exchang~d for United 

States notes eft on deposit not less than thirty days and 

1 o a genera discussion of the material included 
in this c apte , see Davis R. De ey, Financial History !l..f 
the •t d States; es ey c. itchell, A History of the 
Gre nbac s, 862-65; and James F. Rhode s, History of the 
United Stat s, o s. V and VI. 
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payable after ten day's notice wa~ approved. A provision 

for a sinking fund was also included in the act. Within 

three months , on July 11, 1862, Congress added $150,000,000 

t o the amount of legal-tenders already issued, and by March 

3, 1863, another $150,000,000 were authorized, bringing the 

total to $450,000,000. Fractional currency and short-running 

interest-bea ri ng notes supplied an addition to the volume of 

legal tender . 

The first issues had provided for the conversion 

of legal-tenders into interest-bearing five -twenty bonds, 

but the last issue omit ted this provision, and the right 

of conversion of the first issues was to come to an end by 

July 1, 1863. The s uspension of c on vertibi lity came as 

the result of Chase's r eque st ; he insisted that this con­

vertibility limited the treasury in the sale of bonds bear­

ing a lo er rate of interest si nc e a six per cent bo nd 

could be obtained with gree nbacks. There was a certain 

amount of objection to this taking away the right of con­

version for i was thought that the guaranteeing of con­

vert.bi it had been intended as a protection f or the holders 

of lega -tenders by keep·ng them fr om depreciating in value . 

The right of converti i ity as especially important because 

of the fact that the notes ere a sort of f orced loan by the 

Gov ern ent any ay. so not to be overlooked was the fact 



that the original act and the supplementary acts contained 

no statement as to when these legal-tender s were to be 

repaid in speci e. It was this silence in regard to the 

time and method of r e demption whi ch made possib~e the long 

political struggle ending with the resumption of specie 

payments in 1879. 

The greenbacks soon depr eciated and f ell below par 

with the bonds, but the Governme nt was benefited by the 

premium on the sale of bonds or was able to sell them at 

a lower rate of interest . In due time, the consequences 
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of this situation was seen . The depreciation in val ue of 

the greenback along with the growth of local ban k circu l a­

tion produced an inflation which in turn probabl y increased 

the cost of the war to a great extent. A great fluctuation 

in the value of greenbacks as compared to go l d accompani e d 

this depreciation . It is to be noted that gold was received 

by the Government as c ustoms; it was needed by importers. to 

pay customs duties, by the Government to pay interest on 

bonds, and for bankers to settle debts abroad . Moreover, 

the amount of gold in circulation and in the country was 

decreasing because of the issuance of paper currency and 

because of an unfavorable balance of trade . The fluctua­

tion itse f res ted not on y from the circulation of un­

backed currency but a so from treasury reports, quotations 
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of Government bonds, foreign relation conditions and war 

news, all of which had a bearing on the value of greenbacks. 

In addition, extremely dis_turbing to the stability of the 

premium was the speculation in g ol d exchange. A gold bill 

passed on July 17, 1864, which was designed to avert wager­

ing in the gold markets , prevented the making of a contract 

for buying or selling gold to be delivered following the 

day of sale of purchase . It also provided that · only the 

ten days subsequent to delivery were to be allowed for its 

use in the sale and purchase in foreign exchange. Also, 

the act prohibited the sale of gold coin or bullion unless 

the person making the sale actually possessed the coin or 

bullion at the time the contract was made. The enact-

ment was unsuccessful; the fluctuation in gold premium 

rose with exceeding rapidity , so the bill lasted for only 

fifteen days until it was repealed. 

t the close of the war, the obvious necessity of 

rearranging the public debt was seen. The debt which had 

climbed to $2,846,000,000 was supplied by legal-tenders, 

bonds, treasury notes and certificates of indebtedness. 

Half of the debt as not funded; included in the unfunded 

debt ere outstanding greenbacks totaling to $433,160,000, 

fractional currency amounting to $26,344,000, and the rest 

in temporary securities which were to mature before 1868. 



On April 1~, 1866, Congress passed a f unding act f or the 

purpose of this reorganization . Secretary McCu lloch was 

giv en the authority to convert temporary and short-time 

securities bearing i nter e st into long-term bo nd s which 

were previous ly authorized by bond acts, and power was 

given to the Secretary t o begin a gradual contraction of 

legal-tenders. The operation began by liquidating 

temporary loans and certificates of indebtedness an d by 

converting them into six per cent five-twe nty bonds which 

was eventually accomplished . The bil l had pr ovided f or 

the retirement of $10,000,000 of le g al-tenders within a 

period of six months, and the maximum t o be retired there­

after could be only $4 , 000 , 000 within each month. 1 In 

July of 1866, gold was selling at 150 on the mark et,2 or, 

put different y, greenbacks were worth only abou t 67 cents 

in gold. 

Before the outcome of the contraction of legal-

tenders is taken up, it would be well to look int o the 

5 

theories entertained in the country in regard to the pr oblem 

of paper currency. One group looked toward the alm ost immed-

iate return to specie payment , with spec1e payme nt not 

Finance 

Char es F. Dunbar, Laws of the United States 
1£ urrency, Finance , and Banking , p. 199 f. 

oyes, Forty Years of merican 
14. 
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necessarily accompanied by contraction. A second group 

advocated the building-up of a gold reserve to be used for 

the redemption in greenbacks which would in turn raise the 

value o f the greenback to par with gold. Those who argued 

against this theory asked why should the gold not be in 

ci rculatio n! But the counter argument was that a stock of 

gold would not require the withdrawal of paper money from 

circ ulation. However, at the time, it appeared that as long 

as the Unit e d States had a comparatively small production of 

gold and an unfavorable balance of trade, accumulation of 

speci e would be almost impossible. A third theory was that 

contraction of the currency was the best means toward 

resumption. This contraction could continue until the 

value of the paper money had reached par with gold, and 

only time itself could tell how long this operation would 

be required to c ontinue . Of the various methods, there was 

the cremation process of Dav id A. Wells which called for 

burning the paper currency as soon as it was retired from 

circulation . s o, the g raduation plan which would allow 

the Government to buy its own notes at a discount was 

advocated by som e . However it was ge nerally thought that 

perhaps th·s p an oul d prove to be abasin g for the United 

Stat s gov ern ent, especia ly at the world markets. A 

fourth schem s ressed the idea that no immediate action 
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was nec essa ry but followed the belief that in time, industry 

and the country itself would grow until the currency in 

circulation would be absorbed. This growth would be 

es pecially manifested in the West, and t)e present currency 

would be needed to assist this expansiono As the country 

grew , a favorabl e balance of trade could be developed 

which would end the drainage of gold from the country. A 

fifth plan followed an inflation policy; the believers of 

this scheme insisted upon an abundancy of currency to pro­

mote growth of the country. The Greenback Party was later 

form ed from the advocates of this theory. 

Contraction of legal-tenders continued for two 

years . Du ring that time, $44,000,000 in greenbacks were 

retired, but many asserted that the full measure of actual 

contr action included also the withdrawal of the compound­

interest notes; Sherman, for example, maintained that the 

active circulation was lessened by $140,000,000; Sumner 

placed it at $160 ,000 000. 1 The brief duration of the 

operation of contraction probably resulted from a mu ltiple 

of reasons . panic in England caused her investors to 

ithdra capital from the United States, the grain crops 

ere unfavorable in 1866, and Indian uprisings and main­

tain·ng a ilitary government in the Southern states called 

l n e ey 1 £R· cit., p . 344. 
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for additional expenditures. In the West, there were fr e-

quent long-run mortages; there were many new settlers, 

especially war veterans, who b ad made their way toward the 

Western frontier and h ad taken responsibility of such 

indebtedness . Also resu l ting from the contraction was an 

increase in wages which was threatening many new industries. 

"Many of these new ventures were doome d to disapp ointmen t; 

and as is inevitably the cas e when economic disturbances 

are widespread and uniform in character, the blame was 

placed upon the government, and from it re lie f was invoked."1 

Consequently, on February 4 , 1868, Congress e nacted a measure 

which stopped any further reduction of the currencye2 

question on the repayment of bonds eventually 

arose. Some of the bond acts explicitly expressed that 

both the principal and interest should be paid in coin, 

but some of them mentioned only that the interest should 

be paid in gold with no reference to the way in which the 

princ iple as to be paid . Moreover, the act of 1862 which 

created greenbacks had said that this paper currency could 

not be used in payment for customs duties or for interest 

on the bonded ·ndebtedness, but otherwise, it was legal-

tender in al nstances. This section of the act provided 

Irb'd , p. 342 . 

2o nbar, ~· cit., p . 201 . 



a strong argu ment for those who favored paper currency as 

payme nt for the principle for the bonded indebtedness, and 

this idea was especially felt in the Midwest where hard 

times were being experienced. "The s am e c· u r r en c y f o r t h e 

bondholder and the ploughholder" was the slogan, and 

George H. Pe ndl eton of Ohio, a Democrat, championed the 

cause . The "Ohio Idea" had "further charm for those 

Democrats who looked upon the war debt as having been in-

curred in an unrighteous cause."l The Democratic party 

advocated this paper redemption plan in 1868, while it 

was opposed by the Republicans with the exception of some 

such as Sherman, Butler, and Morton . However, the Repub-

licans took the election that year and pledged to pay the 

debt of the United States in coin. 

In iareh, 1864, Congress authorized Secretary of 

Treas ury Boutwell to dispose of the accumulation of gold 

in the Treasury, which was a large part of the gold in the 

country . This disposition was to be affected by dividing 

this gold into three parts . Enough was to be maintained in 

the Treasury to pay the interest on the public debt and 

another part was to be used to create a sinking f und. The 

third pat was to be sold at private sales. This method 

1 • Sch esinger, Po litical and Social Growth of 
the Un"ted States p . 115. 

9 
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was partic ul arly opp os e d b y th os e wh o bel i ev ed th e gol d 

shou l d be r e tain e d for r e s umpt io n of s p e c ie p a ym en t . I n 

1868, it was d ecide d th a t gov e r nment gol d sh ou l d be s ol d 

through auction . Unf ort un at el y , t wo fi na nc ial advent u r e rs , 

Gould and Fisk , t emp or ari l y succ ee ded in c orneri ng the g o ld 

market by persu a ding the P resid en t th at keep in g the pre ­

mium up on gold during the crop-m oving s ea s on woul d add 

value to the cr ops. The premium rose unt i l Secre t a ry 

Boutwell was fin a l l y auth orized to p l ac e additi ona l go l d 

on the market , th e r e fore breaking the corn ering . On " Bl ack 

Friday, " September 24 , 18 69 , gold pric e s dr opp e d fr om 160 

to 135, throwing many into compl e te fin ancial t u in . The 

unfortunate connection of the Governm ent with the aff a ir 

"h elped to inflame the unreasoning hosti l ity of the agri­

cultural districts in the interi orw all financial me as ures 

emanating from the larger citie s of the east C> nl 

In 1873, the prosp e rity enjoyed by the cou ntry was 

halted by a panic . There were immense over-investments 

and expansions , especially in the railroads . Much of the 

business expansio n bad been financed from abroad, and a 

panic in Vienna in ay, 1873, spreading to other Europ e an 

money centers caused a withdrawal of a great part of their 

1oe ey, .2..2. · cit . , p. 370. 
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supporto 1 Already involved in over-investment, this coun­

try experienced a loss of financial confidence which helped 

to produce a crash in September, 1873. The controversy 

over the currency, resulting from the retirement of green­

backs and the system used in paying bonds caused many to 

place blame on the currency itself as the reason for the 

disturbance. Therefore, those who thus believed called 

upon the Governme nt for legislation to improve the situa­

tion in regard to currencyo From May, 1873, to January, 

1874, the Governm ent was able to issue $26,000,000 of 

legal-tenders through the purchase of bonds for the purpose 

of relieving the stringency. Subsequently, a clamor for 

inflation began, seemingly almost to disregard the idea of 

resumption despite the "solemn obligation to begin specie 

payment at the earliest practicable date." 

1 Sc h s in g e r , .£.E. . c it • , p . 15 9 • 



CHAPTER II 

THE INFLATION BILL OF 1874 

Following the Panic of 1873, Congress was confronted 

with numerous bills and resolutions dealing with the finan­

cial situation. While there was a strong tendency to p lace 

at least a part of the blame f o r the depression upon the cur­

rency , there was no unanimity of opinion as to how the cur­

rency was to blame for the situation . Neither do the Senate 

debates and bills show any agreement upon what steps sh ould 

be taken to remedy the situation in regard to the currency. 

It seems that a demand for an increase in the amount of cir­

culating currency was outstanding among the various proposals. 

Nevertheless, this des ire for an expansion of paper currency 

did not necessarily meet with entire consent of Congresso 

On March 24, 1874 a bill was reported to the Senate 

by John Sherman of Ohio, chairman of the committee on 

Finance. 1 It provided for the fixed maximum circulation of 

legal-tenders to remain at $382,000,000, the amount already 

out tanding. The measure also provided for the gradual re­

dempti on of nited States notes of $1,000 or multiples thereof, 

either ith five per cent ten-twenty bonds or with gold. The 

1congressional Record, 43rd Cong., lst Sess., 
p. 2385. 

12 
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greenbacks coming into the treasury c ould be reissued either 

to pay current expenses or to redeem the public debt. Also, 

national banks could be organized in any State or territory 

until each State or territory had as much circulation in 

prop ortion to wealth and population as the State of New 

York . Within thirty days after $1,000 ,000 of circulation 

notes had been issued to such banks, legal-tenders equal 

to the amount of seventy per cent of the bank-notes thus 

issued should be retired until the amount of circulating 

legal-tenders had been reduced to $300,000,000 . The bill 

also provided that national banks were to be required to 

keep one-fourth of the coin they received as interest on 

Gove rnment bonds which they had deposited as security for 

circulating notes. On ly one-fourth of the reserve required 

for the bank by law could consist of balances due for re­

demption of circulating notes in redemption banking associa­

tions, upon which no interest could be paid. Sherman 

reminded the Senate that this bill was a "compromise by 

the committee ' and add e d that "the only question before the 

Senate no is, whether this is a fair compromise between 

the ideas that have divided the people and the members of the 

Senate ... 1 

lr id. p. 2386. 
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Th ose wh o did not advocat e an expansion of the cur-

rency usually argued, first of all, fr om the standpoint 

th a t the United Stat es had mad e a solemn pledge to redeem 

the gr eenbacks in c oin at the earliest practic able period 

with the " act to strengthen the public credit" of March 18, 

1869. It was contend e d that th e honor of the G overnm~nt 

and of the c ountry dep end ed on the fulfillment of this 

sacred obligation and that an increase in pap er currency 

wou l d lessen the possibi l ity of resumpti on of sp eci e pay -

ment. The importance of remaining on a metallic stand a rd 

of value was stressed; gold, it was argued, had the neees-

sary intrinsic value to maintain stabi l ity of a standard of 

value : "The experience of mankind has design ated gol d and 

silver as the common den ominator, and they have by the 

consent of civilized men become the standard of value of 

human transactions ."! It was felt that an increase in 

paper money ould be a departure from the precious metal 

basis and that the green bac would be further depreciated 

with ne issues: 'I do n ot trepass on any disputed ground 

when I say that every addition to the volume of these notes, 

while they thus stand depreciat ed, irredeemable, and 

llbid . , p. 2443 . The basis of the argument for 
redempt·on-of specie payment by practically everyone who 
favor ed resumption was the assumption that a sound cur­
r ncy had to be based on a metallic standard. Actually, 
the si ver ad been demonetized by the act of 1873. 



15 

inco nvertib le, is as certain t o f urther depreciate them, as 

it is th a t . to pour water into an over f lowing bucket will 

cause it sti ll mo re to over flo w .•• " 1 And , the argument 

continued, t o f urther depreciat e the currency was to con­

fiscat e the prop e rty of the cr e ditor . In addition, Senators 

Frelinghuysen o f New Jer sey2 a nd Howe of Wisconsin 3 argued 

that an addition t o the volume of paper c urrency would be 

the cause of specu lat ion ; the latter contended that this 

speculation was the direct caus e of the crash in New York 

market, whic h resulted in the depres sion . 

Senator Morrill o f Vermon t stat e d that the currency, 

in effect, made every me rchant in som e respects a gambler. 

The argument was advanc e d that since the laboring class 

had only its labor to sell, it would s uf f er fr om expansion 

of the currency in view of the fact that a raise in wages 

rarely compensated for a rise in pric e s . Moreover ·, the 

expanded currency would be help to prop e rty owners because 

property could be turned and shifted. 4 Fi nally, it wa s 

argued that if Congress d id le g islate an increas e in th e 

currency circulation , that that would mean that Congress 

would have the "power which would put at the mercy of that 

Ibid. , p. 2386 . Speech by Joh n Sherman of Ohio. 

2rbid . p. 25 26. 

3 .!1LJ!_. t p. 2480 . 

4rbid., p. 24 79. 
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government the private fortunes of all the citizens of the 

Unit ed State s ."l 

Th ose who believed that a depreciated paper currency 

was responsible for many of the country's ills offered a 

variety of proposals for the purpose of bringing the green-

back to par in value with gold. Some of these were sugges-

tions for outright resumption of specie payments, but the 

most outstanding was the idea of converting legal-tenders 

into bonds. This conversion idea as provided in the com-

mittee bill was strongly advocated by Senator John Sherman 

of Ohio. He argued that it was the moral obligation of the 

United States to repay the legal-tenders in coin, but since, 

in his opinion, it was almost impossible to accomplish this 

repayment at any immediate date, the duty of Congress was 

to execute the next-best operation. Sherman said this pro-

vision had been called a half-way measure, but that it was 

"a half-was measure in the right direction, and indeed, it 

is a practical specie payment ."2 As related in the beginning 

of the chapter, the proposed bond would be a ten-twenty, five 

per cent ob igation hich would sell at par with gold on the 

world mar ets. Greenbacks to the amount of one thousand 

!Ibid., p. 2442. Speech by Carl Schurz of Missouri. 

2rbid., pp. 2605, 2607, 2610; Appendix, p. 165. 
Speeches ~ratt, Bucking am, Flanagan, and Scott. 
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dollars or multiples of that amount could be presented on 

or after January 1 , 1876, to the Treasurer in exchange for 

coin , but if the Treasurer chose, he could issue the five 

per c ent bond in lieu of coin payment. Legal-tenders 

gathered into the treasury through this operation could 

then be reissued by purch a si ng the public debt or by the 

payment of current expen s es. Sherman argued that the inter-

est on the propos ed bonds was rightfully due to the current 

holders of greenbacks because the legal-tenders were a 

loan to the government anyway, and this method would simply 

mean the transfer of on e , form of debt to anothero Senat ors 

Pratt of Indiana , Buckingham of Connecticut, Flanagan of 

Texas, and Scott of Pennsylvania were like defenders of 

this conversion of legal-tenders into f i v e per c ent bondso 

Senator Hamlin of Ma ine favored the idea but believed that 

the time of conversion should be s et at 1877 rather than at 

18 76 . 1 

A more outright meth od of r e s umption of specie pay-

me nt was suggested by Senator Frelinghuyse n of New Je rsey o 

According to his plan, an accumulation of go l d cou l d be 

acquired ith the surplus of gold in the treasury at the 

rate of 44 000,000 per year without interfe ri ng with the 

regular uses of gold . More over, an additional $50,000,000 

l.L_· d . • 252 7 p . . 
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' could be secured by the issue of five per cent ten year 

bondsG To avoid the hoarding of greenbacks, no exact day 

for resumption of specie payment would be set. The Secre-

tary of the Treasury could, at his discretion, decide the 

best date in the immediate future on which to resume pay-

ment in g oldG After this specie payment operation had 

continu e d fo r awhile, he contended, the legal-tenders would 

have been brought to par with gold. When this stage had 

been r e ached, then it would be possible for the Treasury 

to reissue gr eenbacks f or coin at par. If a gold deficiency 

occured, then the Secretary would have the power to issue 

f ive per cent bo nds to compensate for this deficiency. 1 

Upon defeat of his proposal, Frelinghuysen proposed another 

measure providi ng f or the accumulation of a go ld reserve 

f or the purpose of resumption.2 This measure omitted the 

bond clause and the reissuance clause. It provided that 

s u f ficent gold shou ld be ma intained f or the operatio ns of 

t he Treasury and for the si nkin g f und and depended upon an 

i ncrease of excise tax on whiskey and tobacco to check any 

deficiency in accumulation of gold f or this purpose. 

Frelinghuysen admitted that his latter pr opo sal was a 

" f eeble measure toward resumption," but he added that our 

Ibid., p. 2612. 

2Ibid . p. 27 23. 
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"country will be d ish onored unless we can take some definite 

st eps toward it. " 1 

The p ossibi lity o f repayment of gr e e nbacks in gold 

in the very near f uture was argued by Sena tor Morri l l of 

Vermont : " . it is a sub line absurdity to say that this 

country is too poor to undertake a resumpti on of sp ecie 

payments ."2 He said that a higher value placed on the 

gold and si lver of Western states and territories wou l d 

caus e those ar e as to exert a stronger e ffort to pr oduc e 

a large amount of precious me tals . Also, it was stressed 

that an expansion of paper curren cy wou ld le ad to an un­

f avo rable balance of trad e. And he conti nue d , if the legal­

tender circulation were increased above the $382,000,000, 

it would take just that increased amount t o car r y on the 

same business as it had been done with $ 382 , 000,000 with­

out adding anything to the value . 3 

proposal to allow a fraction of the customs 

duties to be paid in legal-tende rs with a view th a t it would 

appreciate the value of the green bac ks was presented by 

Senator Thurman of Ohio. Beginning on June 30, 1874, 

according to his plan, one-twentieth of the customs duties 

1 Ibid . 

2Ibid . , p . 2479. 

3Ibid. 



could be received in legal-tenders; one year later, the 

amount so receivable would be raised to one-tenth, and on 

June 30, 1876, one-fifth could be paid in legal-tenders. 1 

The Government was obligated to collect duties in coin 

which was used to pay interest on bonds and to purchase 

one per cent of the entire public debt. The residue of 

20 

gold obtained from this operation was put into the Treasury. 

This gold was usually sold out by the millions to private 

individuals, consequently, it could be argued that the 

Governme nt was buying its own legal-tenders at a discount. 

However, after some opposition to the merits of the bill, 

it was f inally voted down mostly on the grounds that it 

would affect revenues and therefore woul d have to originate 

in the House . 2 

Sen ator Saulsbury of Delaware proposed a measure 

which would provid e for the purchase of greenbacks at a 

discount beginning January 1, 1876. Duri ng the first six 

months , $110 in greenbacks could be exchanged for $100 in 

gold; the next six months, $108 in greenb acks would buy 

$100 in go d, and the difference between the two would 

lund er the act creating the greenbacks, they were 
not to be egal tender for payment of customs duties or 
for payment of interest on the public debt. Dunbar, ~· 
cit . , pp . 73 f . 

2congressional Record,~ · cit ., p . 2729. 
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decrease until after three years the greenbacks would be 

bought f or face v alue. This operation would occur pr ovid e d 

that at no time would the legal-t en der s be purchas e d at a 

higher rate than their va lue relative to gold. No deba te 

came about in Congr e ss over this propo sal ; it was d e f eate d 

nays 31 , yeas 7. 1 

When the qu e stion of the amount of legal-tenders 

that sh oul d be allowed to circulat e aros e, a proposal was 

mad e by Senat or Schurz to set the maximum amount of circu-

lating greenbacks at $356,000, 00 0 instead of the already 

outstanding $382,00 0 ,000 . 2 Secretary McCu lloc h had r e ­

issued $26,000,000 of the $44,000,00 retired by the act 

of 1866 , to me et the demands brought by the Panic of 1873. 

Schurz and Bayard argued that this reissuance had been il-

legal; the $44 ,000,000 thus retired had been cancelled , n ot 

just simply retire d and placed in a reserve for reissuance . 3 

Sherman agreed with the two Senators that the currency had 

been issued illegally, although in goo d faith . He said that 

he would have preferre d to set the circu l ating amount at 

356 ,000,000 and to have raised the $26 ,000,000 of additional 

2rbid . , p. 2483 . The prop osal was made as an 
amendment~the c ommittee on Finance bill which provided 
for 382,000 ,000 as the circulating maximum . 

3Ibi9 . , pp. 2442, 2447 . 
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money through bonds. But, he added, the legality of the 

circu lating $26,000,000 was of n o importance now; the 

Government has an oblig ation for them too. Consequently, 

he suggested leaving the amount at $382,000,000. 1 

Buckingham of Connecticut favored the $382,000,000 limit 

because he f elt that no body such as Congress could deter­

mine whether the amount of legal-tenders should be in­

creased or decreased .2 

A proposal of the bill of the committee of Finance 

introduced in Congress which was perhaps, in effect, a 

contract ion measure, provided for the issuance of $1,000,000 

in b ank-notes to banking associations, and the retirement 

of an amount of greenbacks equal to seventy per c ent of 

the bank-notes issued until the total amount of circu-

lating currency reached $300,000,000, $82,000,000 below 

the amount already in circulation . The Sec retary would 

then be auth orized to replace the canceled greenbacks with 

ten-twenty bon ds bearing five per cent interest. A c er­

tain amount of gr eenbacks, six to nine per c en t would be 

held as a reserve for the red emption of the legal-tenders. 

Sherman argued that sinc e the passage of the act of 1870 

1Ibid ., pp. 2386, 2451. 

2 Ibid ., p. 248 3 . 
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authorizing a gradual increase in national-bank circulation, 

the amount of bank-notes had reached $354,000,000, thus 

preventi ng further the return t o sp ecie payments . The pro­

posed retirement of greenbacks by this method wou l d serv e 

as a counter-proposition to new issu e s of bank-notes. The 

national bank-notes would fulfill the needs of local com­

munities , yet the retiring of the greenbacks which were 

issued would prevent pure inflation. 1 Senator Morrill of 

Verm ont believed that the amount of greenbacks to be retired 

under this plan should be ninety per cent of the amount of 

bank-notes issued, instead of seventy per cent as pr ovided 

in the bill, because the ninety per cent ratio would leave 

the sam e amount of legal-tenders in circulation that there 

presently existed . The seventy per cent pr ovision, he 

stated , would perhaps increase the amount twenty per cent 

which would "open the do or a little too wide for expansio n ."2 

On the other side , the Western expansionists were 

able to produce potent arguments against the proposals of 

those who pleaded against an augmentation of the paper cur­

rency. Senators Morton of Indiana, Logan of Illinois, Ferry 

of iehigan, Gordon of Georgia and Bogy of Missouri cham­

pioned the expansion cause in the senatorial debates during 

!Ibid . p. 2392. 

2 Ibid . , p . 2 64 9 . 
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the Spring o f 1874 . It was believed that resumption of 

specie payment sh oul d and would occur at som~ time, but it 

was not the imm e diat e qu e sti on with which to cont~nd. Morton 

declared that it was of n o use to ta lk of resumption at that 

time because no one could tell when it would come. Gold 

could not be obtained for three or four years, and right 

then the people wanted money, e nough money and no more, to 

meet the growth in p op u l ation and business. If legal-

tenders are issued ac co rding to this growth, Morton went 

on to say , they will not be depreciated . "I believe it 

will revive business all over this nation. I believe that 

business will spring up under the influence of a pr omise 

like that, just as the grass and the f lowe rs will grow 

under the Spring sh owers . They require that. "l Senator 

Gordon questioned the obligation of the Government to re-

sume specie payment in the near future for the sake of 

"honor" of the Government. The Gov e rnment, he continued, 

did make a promise to resume specie payment, but the pe ople 

did not want it at this time . 2 

The most forceful argument against the conversion 

of legal tenders into ten-twenty five per cent bonds was 

the argument that the interest paid on the bonds would be 

llb1d., p. 2677. See also pp. 2516, 2523, 2834, 
2617. Speeches by orton, Bogy, and Logan. 

2Ibid., p. 2678 . 
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a direct increase in the public debt. It seemed ill ogical 

to the opp onents of this proposal to issue a bond that was 

to be redeemed in gold after ten years and which carried 

interest along with it. Moreover, if the Government would 

be able to redeem the bonds in gold by this time, why sh ould 

bonds be issued in the first place? Would it not be pos-

sibl e to rede e m the greenbacks themselv es after ten years? 

Also, they argued that the reissue of greenbacks after they 

had been bought with bonds would be an even further increase 

in the pub lic debt .l 

In answer to a propositi on for the accumulation of 

gold for sp ecie payment, Morton usually led the opposition 

by saying that gold would become scarce and the premium it 

commanded on the market would be increased. Or at times, 

he contended , this method would cause contraction because 

when gold leaves the market, it becomes a commodity, and 

greenbacks exchanged f or it wo~ld be contracted. 2 

The proposal to issue additional national bank-

notes and to retire an amount of greenbacks equal to seventy 

per cent of the new bank-notes as they were issued was 

believed by some of the Western expansion ists, especially 

lrbid ., pp . 2524, 2528, 2606, 2644. Speeches by 
Morton, S~bury, Hoe , and Ferry. 

2rbid., p . 2612. 
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Senator Logan of Illinois, to be a scheme of contraction. 1 

Morton argued that it would not only contract the currency 

but that it would also increase the public debt because the 

greenbacks that were thus retired would be replaced by 

interest-bearing bonds. _He also considered as "fatal"' t.he 

contraction of greenbacks through this method. Greenbacks, 

he said, were the very medium by which national bank-notes 

were to be redeemed. 

There seemed to be little opposition among Western 

Senators to the proposal to receive greenbacks for customs 

duti es except for the argument that the origin of a revenue 

measur e such as this in the Senate was unconstitutional.2 

The argument against its merits came from a Vermont Senator, 

Morril l, who argued that this measure would cripple manu-

factur ers, that the tariff would be changing constantly 

with the change of price in gold , and that an increasing 

amount of gold would be exported from the country . Also 

there would be a tendency to conduct the entire trans-

actions in the country in paper currency, thus bidding 

farewell to specie payments.3 In regard to this issue, 

Ibid., p. 2617 . 

2Ib·d., pp. 2727 2728, 2729. Speeches by Logan, 
Scott, Carpent er, Ferry . and Morton. 

3Ibid., pp. 2726, 2727. 
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Senator Bogy of Missouri said that one reason the legal­

tenders were not at par with gold was because the Govern­

ment had discriminat ed against them thus depreci~ting its 

own issue : "Congress should create money that is good for 

all dues of the country with no exceptions.ul Bogy went 

on to say that he would "make no discrimination between 

bank-notes and legal-tenders . Both Wright of Iowa 

and Ferry of Michigan agreed that it was "the best way of 

placing our currency at par with coin."3 

The expansionists had little trouble securing the 

increase of legal-tenders to $400,000,000, in lieu of the 

$382,000, 000 provided in the origin al bill. The long ple as 

from those who did not favor augm e ntati on seemed to have 

been profitless. The pr opo sal was made by Senator Wright 

of Iowa, and no debates for the measure followed, but it 

passed, yeas 31 , nays 26.4 A week later, the expansion­

ists were able to incorporate another inflation measure into 

t he pending bill . The provision said that $46,000,000 in 

bank-notes would be issued to national banks and distri­

bution ould be "as provided in Section One of the act en-

1 Ibid . , p . 2 72 7. 

2 Ibid . 

3niJ!.., p. 2729. 

4Ibid ., p. 2484 . 



titled 'an act to provide for the redemption of the three 

per cent temp or ary- loan certificates, and for an increase 

of n ational bank-notes, approved July 12, 1870. ,.,1 

28 

Also adopted by the inflationists was the provision 

of the original bill requiring the national banks to keep 

in re s erve one-fourth of the coin they received from the 

interest from United St ates bonds which they had deposited 

as se curity for circulating notes or Governmen t depo sitsD 

It p rovide d further that the country banks would be allowed 

to kee p only one-f ou rth of their reserve prescribed by law 

in re de mption banks, and n o interest could be r ec ei ved from 

these d epo s its . The measure was probably accepted because 

of a belief that the depression was caused, a t least in 

pa r t , by the inability of country banks to withdraw d epo sits 

f r om r ed emption banks when they were nedded . It had been 

the p r act i c e o f smaller banks to deposit funds for a small 

rate of in t ere s t into larger banks , which in turn loaned 

it to East e rn s peculators to engage in wild business schemes. 

hen there as a s udd en necessity in the West for money, 

the Easte r n b an k s we re often unable to produce, thus putting 

an undue h ards hi p on the We st itself.2 

1Ib id ., p . 2721. 

2~., p . 239 3 . Speech by Sherman . 
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Finally, a bill emerged from the Senate in this 

form: the maximum amount of legal-tenders was to be fixed 

at $400,000,000, and an additional $46,000,000 in na~ional 

bank-notes were to be issued. Banking associations were 

to be required to keep in reserve one-fourth of the coin 

received from Government bonds deposited as security on 

circulating notes, and allowing only one-fourth of the 

reserve prescribed by law to consist of balances due to 

redemption banks, upon w~ich no interest could be paid. 

1 It passed the Senate by vote of 29 yeas and 24 nays. The 

bill was given to the House for consideration, and it passed 

without debate, yeas 140, nays 102. 2 In the concluding 

Senatorial speech es, Senator Stockton of New Jersey re-

marked that "it (Senate] seems to have divided itself, I 

regret to say, into something like a sectional question 

rather than a party qu estion."3 Upon analyzing the voting 

of both the Senate and the House, it is clear that Stockton's 

s tatement seemed to hold truth in it. There were, however, 

exceptions in the Senate such as Sherman and Thurman from 

Ohio Schurz from Missouri , Howe from Wisconsin and Chandler 

from Michigan who, bile from the West, did not follow this 

1Ibid., p. 2835. 

2Ibid .. , p 3078 . 

3 Ib·d., p. 2833. 
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in f lation policy. Of those voting in the Senate, no New 

England vote was cast for the measure, and only two Middle 

Atlan tic Senators voted in favor of the bill. The House 

f ollowe d that pattern closely . . There were no party lines 

f ollowe d ; in the Senate, twenty-two Republicans favored the 

bill an d sixteen opposed~ The Democrats had six on each 

s i de. 

However, on April 22, the bill was returned with 

Pre s i den t Grant's veto to the Senate for reconsideration. 

In h i s veto message, Gran t again reminded the inflation­

ists of th e s olemn obligation of the Government to redeem 

the pape r c urrency in coin, of the party pledge based on 

the same , and o f his perso n al pledge made in his annual 

messag e to Con g re s s in December, 1869. He stated that 

wh e n deficie n t s tates have taken up all of their bank-notes 

that are du e t o th em either fr om states having more than 

their prop ortion or from the $4,000,000 authorized bank­

notes remaining o r wh en s pecie p ayments have r e sumed or 

are in the pr oc e ss of i t , then it "will be the time to 

consider the qu e sti on of 'more currency'." 1 Without any 

debate on the su bject, t h e Senate refused to pass the bill. 

Subseq ue nt l y , in the wor d s of John Sherman, "instead 

of inflation , of large i ss ue s of p aper money by the Unite d 

!Ibid ., p . 32 71 . 
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States and the national banks, there grew up a conviction 

that the better policy was to limit and reduce the volume 

of such money to an amount th at could be maintained at par 

with coin ." 1 

1 ohn Sherm an, Recollections of Forty Years in the 
House , Sena t e and Cabinet, Vol. I, p . 505 . 



CHAPTER III 

THE RESUMPTION ACT OF 1875 

Even before the passage artd veto of the Inflation 

bill of 1874, there had b~en an appeal for the enactment of 

legislation of some sort directed toward the resumption of 

specie payments . As mentioned in the previous chapter, 

du ring the deb ate in the Inflation bill there had been a 

strong, though by no means dominant, sentiment in the Senate 

calling for steps to be taken immediately to bring about 

resumpti on of specie payment in the near future. During the 

de bates on the bill, .Senator Sherman had ch.ampioned the 5 per 

cent bond p lan; Frelinghuysen had offered gold accumulation 

measures . Bayard had pleaded for the cause of the necessity 

of a currency possessing intrinsic value, an d Morrill had 

denied that the country could not, beca~se of lack of wealth, 

undertake resumption of specie payme nt s o 

Throughout the country, there seemed to be a rather 

loud cry for s uppression of inflation of paper currency with 

resumption of specie payments in view. Before Grant's veto 

of the Inflation bill of 1874, this cry had been heard from 

the press and from organized groupso The Nati on, a New York 

publication consistent y fa oring resumption of specie payment 

and denouncing nflation,l stated that the press was "united 

1 ation ( e York ), pril 2, 1874, PPo 214-15o 
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and earnest in its utterances"! on the subjecto The Nation 

expressed opposition in the same tone as those who feared 

inflation: "In fl ation is a shoreless sea under a starless 

sky, so that if the late action [Inflation Bill of 1874] of 

Congress be adopted as a policy, it starts us on a voyage 

without end. " 2 The Nati on contended th.at the issue of paper 

mon ey and the displacement of gold and silver as the basis 

f or currency had given Congress previously unwitnessed and 

undreamed of power over trade an d industry of the country. 

Apart from its financial bearing, it was argued, this power 

to issue paper currency was "one of the. most remarkable 

strides toward centralization we have yet madeo"3 Moreover, 

the Nation added, lessons from past experiences in finance 

had seemed illusory to the inflationists. 

But how, the Nation continued, was the present situa­

tion to be remedied ? It answered its own question by saying 

that one way would be to arouse public opinion through a 

pa rty organization, but, the Nation went on to say, it was 

pro bably too late for this particular remedy. It then sug­

gested that the next best thing, perhaps, would be to urge 

onthe or of inflation so as to "burst the bubble at the 

lrbid ., p . 211. 

2rbid., p. 215. 

3Ibid., p . 214o 
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earliest possibl e moment." 1 The magazine went on ta s ay 

that in the meantime, individuals could carry on trans­

actions as much as possible with coin. A st eady contin­

uation of this po li cy, it was argued, woul d g r adually push 

the greenbacks a sid e an d 'would probably before very long 

open the eyes of the rogues and barbarians of Washington, 

who are making us the laughing-stock of the civ ilize d world, 

and discrediti ng our securiti e s in f oreign markets."2 

In additi on, the Nation endorsed as "commo n honesty" 

a financial plan submitted pri or to the p assa ge of the In­

flation bill.3 This plan, drafted by Edward Pierrep ont of 

New York City , seemingly pointed to resumption. It would 

have allowed $400,000 ,000 of greenbacks to remain in cir­

culation, but in the meantime, 5 per c ent 30-year bonds 

would have been sold for gold to the highest bidder. The 

proceeds from the bonds would have been used for the redemp­

tion and cancellati on of greenbacks . Gold would al so have 

been exchanged for national bank greenback reserve~ r ata . 4 

lso before the passage of the Inflation bill, 

certain groups had organized for the purpose of opposing 

inflation with eventual resumpti on of specie payment in mind. 

libid., p. 215. 

2 bid. 

3I bid., p. 211. 

4~. 
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An enthusiastic anti-inflation meeting had been held at 

Cooper Institute in New Yorko 1 Tbe tone of the meeting 

dis app roved of the financial administration in Washington, 

de nounced greenbacks as a "dishonored promise and a lie 

on its face;" 2 demanded a measure for redemption in coin; 

dec lare d that the limit of the currency should be fixed; 

an d stat e d that if free banking should continue with an 

i ncre a se o f nation al bank-notes, the 25 per cent reserve 

system should be maintainedo In Chicago, a similar group 

had met to "denounce [Senator] Logan's misrepresentations 

of the views of the business communityo" 3 In addition, 

pe titions in Chicago against inflation had been drawn up 

and signed by a large number of banks and a majority of 

the Board o f Tradeo 4 Later, organized committees from 

Bost on and New Yo rk City carrying petiti ons denouncing 

i n f 1 at i on h ad a p p e a 1 e d t o Pres i d en t G r a n __ t , aft e r t h e I n·f 1 a­

t ion bill had p assed through Congress, to veto ito 

fter Gran t's veto of the Inflation bill, a joyous 

note was sounded by the Nation although it did recommend 

llbid ., March 26, 1874, p. 197o 

2rbid. 

3Ibid. , 

4rbid. 

arch 5, 1875, p . 148. 
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caution and action for the future: "Gratifying as the mes-

sage is, it will not do to forget that resumption cannot be 

attained by means of veto messages." 1 The Nation recom-

men de d legis lation that very session for the gradual retire-
! 

ment of greenbackso It contended that at no time since the 

war had there been such a desire for cheap money and that 

the d anger of Congress voting for an increase of greenbacks 

over the President's veto lay ahead yet. However, the 

courage an d prudence which President Grant portrayed in 

issuing the message, the Nati on said, was gratifyingo It 

conte nded that Grant could have returned the bill on the 

ground of a c ertain technicality, such as the question of 

the act ual legality of the $44,000,000 issue. 2 But, the 

ation continu ed, the bill was not accepted because of its 

intention of inflation, thus perhaps sounding a death-blow 

to inflati on as long as Grant remained in officeo Moreover, 

it said, the vet o act would strengthen the courts in "their 

r es istance to paper-money intrigue."3 This "sigh of relief" 

by the Na tion pro bably resulted from the fear for a few days 

1rbid . , pri l 30, 1874, p. 274. 

2n ring the Senate debate on the Inflation bill, the 
l e g ality of the reissue of $44,000 ,000 in legal-tenders by 
Secretary Bout ell was questioned. Congressional Record, 
43 r d Con g ., lst Sess., pp . 244 7-51. 

( e York), pri l 30, 1874, p. 278. 
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prior to the veto that the President might sign the billo 

At the time, the Nation had expressed a hope for the possi-

bility of Grant's veto but added that chances were against 

. t 1 1 • While the bill was awaiting the executive signature, 

a committee from New York City bearing a petition signed by 

"2,500 of leading commercial firms"2 which asked for a veto, 

cal led at the White House . Grant complained to the New York 

committee about the "arrogant" attitude of a similar co·mmittee 

from Boston which had approached him earlier with the same 

mission . He added that he "didn't see how he could be ex-

pected to listen to opinions of bankers and merchants any­

more " and then dismissed the New York committee.3 However, 

on the gr ound of personal, party and national pledges, Grant 

refused his support of the bill. 

Following the veto of the Inflation bill of 1874, 

the Nation gave an account of the general opinion on the 

inflation question of some of the western newspaperso 4 It 

reported that two Chicago papers, the Tribune and the Int~r­

Ocean had compiled lists of those Western papers who fav ored 

Grant's vet o and of those who did not. The findings of the 

309. 

libid. , pril 9, 18 74, p. 228. 

2Ibid., pri 23, 1874, p. 259o 

3Ibid. 

ay 7, 1874, p. 292 and May 14, 1874, pp. 308-
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Tribune included papers from Illinois, Indiana, Michigan, 

Wisconsin, Minnesota, Iowa, Miss ouri, Kansas, and Nebrasks. 

Tw o hundred and sixty-eight of these newspapers favored tbe 

veto; 165 opposed it, and 25 were uncommittedol It was 

also reported to the Nation that nine Scandinavian news-

pap er s of the Northwest and all the German newspapers with 

three exce ptions among the German papers, oppose d the infla­

tion bill. 2 Th e Gate City o f Keokuk, Iowa., contended that 

every weekly and daily newspaper in its district opposed 

the Inflati on bill, and despit e that fact, its representa­

tive , McCrary , had voted for the billo Moreover, it added, 

a ten to one majority of the p eo ple of Keoku~ an9 Burlington, 

the principle cities of Mc Crary's district, were not in 

favor of the inflationary measure, and it thought the same 

would probably be true in the country and villages.3 

From the above compilation, the Natio n concluded 

that the idea of sectional controversy was unfounded but 

admitted that most of the inflationists were to be found in 

the West. However, the Na tion held that the western infla­

tionists were simply "would-be speculators with debts 

acquired before the Panic" 4 an d that traders , manufacturers, 

mechanics , and professi onal men disfavored inflation as did 

1rbid., lay 14 ' 1874, pp . 308-309. 

2rb·d .• ay 7 f 1874 t pp . 292-93. 

3rbi d . 

4rbid., 1ay 4, 1874 t pp . 308-309 . 
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those same classes in the Easto The Nation also held that 

most of the western farmers were still uncommitted and 

recommended stump speaking and distribution of d0cu.ments 

to those such as the farmers who "are still open for eon-

viction at the hands of intelligent men who have given the 

subject specia l attentiono"l 

A speech , given by Mr o Hesing of Chicago's Staats-

Zeitung to th e State Republican Committee, assaulted the 

inflation policy of the Illinois Republican Congressmen. 

Mr. Hesing said that " ••• he himself would like nothing 

better than to meet him [Logan] on the stump, and show 

voters hat Log an and Oglesby's 'cheap m6ney' really meant; 

that the course of the Republicans in this business o 

had cost them many thousands of German votes • «2 The 

Republican city ticket was defeated in Chicago the year 

before, and Hesing pr edict e d the same fate for the Republican 

state ticket of that yearo 3 

In June, 1874, after the veto of the currency bill, 

Grant sent a memorandum to Congress concerning the currency, 

and it as accepted by the Nation without real disfavor. The 

p r i I 30, 18 7 4, p. 2 75 . 

3Hesing had led an assault on the city's p arty the 
fore ·ch had caused this Republican defeat. The 
see ed to be surprised that he had been invited to 
fore this committee . Ibid . 



40 

memor andum proposed the repeal of the legal-tender act_ on 

July 1, 18750 Paper currency would remain in circulation, 

but all contracts, sales, and pric es would thereafter be 

c a 1 c u 1 a t e d i n g o 1 d , t h u s g i v i n g p a p e r mo n e y t h. e p tt r c h as i n g 

p ower of gold. Also, Grant, in his memorandum, called for 

the issue of 4~ per cent 10-40 bonds fQr the purpose of 

accumulating a gold reserve for redemption which he thought 

sh oul d begin on July 1, 1876 . In order to keep a supply of 

p recious metals in circulation to help to check depression, 

all bills of less than $5 in denomination would be with-

d rawn from circulation one year following resumption, and 

all of less than $10 would be withdrawn two years after 

resumption . In addition, Grant recommended that the income 

of tne Government should be kept in excess of current 

expenditures by taxation and economy to make possible the 

c onstant reduction of the pu blic debt and to furnish some 

of th e coin necessary f or resumption. Free banking, the 

memora ndum add ed, would be feasible under the above condi-

tions . The Nation declared that its only objection to the 

plan as that July 1 , 1875, was perhaps too soo n for the 

chang e of characte r of th e greenbacks and that July 1, 1876, 

1 as too soon for redemption in gold. This memorandum, it 

said should have been presented in 1869 instead of 1874. 1 
' 

li b d . J une 11, 18 74, pp . 374-750 _, 
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Public opinion as reflected in some of the state 

conventions in 1874 was not unanimous either in its s enti -

ment favoring r esump tion or inf lation~ But, th~ Republican 

party in the conv ention s gave no approval of the Inflation 

bill. 1 Mai ne and Vermont state Republican conventions were 

" f i r m 1 y an d o u t s p o k e n 1 y f o r r e s u mp t i o n . " 2 T h. e New Yo r k 

Democratic Conventi on called for "gold and silver legal 

tender, resumption of sp ecie p ayment s , [an d] p ayment 

of the public debt in coino"3 The Republicans of Ohio 

favored steps of some s ort to be taken toward resumption: 

.,Let our legislation in the future be such as will still 

further increase the value of the pap er dollar an d the 

fulfillment of th e pledge of an ea rly return to specie 

payments."4 The author of this statement went on to s ay 

that "we have the best p ap e r currency ever devised by man _ 

so far as safety to the holder is c oncerned, and when bank-

ing is made free we will hear no further discussions over 

contraction and inflation , but the whole subject will be 

1 lexander D. Noy es, Thirty Years of American 
Finance , 865-1896, p . 20 . 

2Nation (New York ) ,June 25 , 18 74, pp . 404-405 . 

3Ibid . , September 4, 1874 , p. 195. 

4 rom an address by Charles Foster, temporary 
cha'rman of the convention. History £.1 the Republican 
Party ·n Ohio and Memoirs ££ Its Representative Sup po rters , 
ed. by-yoseph R. Smith, p . 326 . 
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regulated by the legitimate law of supply and demando"l 

The state Republican platform itself declared that "when 

the currency shall have been restored to a specie value, 

banking should be made free, so that the tirculation 

me di um may be expanded or contracted according to the 

dem ands of commerce and tradeo"l It also stated that 

resumption of specie payments should be gradual in order 

not to shock the business interests of the country. On 

the other hand, the De mocratic pl atform of Ohio called for 

an increa s e in the volume o! currency if it were required 

for benefits of business: ". 0 0 its [currency] volume 

sho uld be regulated by the necessities of business; and 

all laws that interfere with such natural regulations 

are vici ou s in p rinciple and detrimental in their effect s . 

We are in f av or of such an increase of the circulating 

medium as the bu si ness interests from time to time may 

require ."3 Another d emand in the Ohio Democratic plat­

form, along the same line as that of Ohio's Democratic 

senat or, Thurman , called for the payment of not less than 

one ha f of the customs duties . in greenbacks. In addition, 

the p atform condemned national banks. 

1Ibid. 

2Ibid . , p . 329. 

3Ibid ., p. 325. 
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The Illinois Republican State Convention endorsed 

r esumption of specie payment, and one resolution expressed 

oppos ition to an~ increase of greenbackso The followers 

o f on e of the Illinois Republican senators, Logan, managed 

b y a sm all majority to have the resolution opposing an 

in crea s e i n p a p er currency removed, but Logan and his past 

c ou rs e of action on the currency did not secure endorse-

f h . 1 me nt r om t e convent1mn. 

Th e In d iana Republican state platform flatly de-

mand e d addi tional currency and approved free national 

bank i ngo The p olicy followe d by Senators Morton and Pratt 

was c omm en ded by the convention as true representation 

of the s e ntiment s o f Indiana. Comments of President 

Grant's c ou rs e o f action were careful; "o •• the resolu-

tions expr e ss e d a belief i n the honest integrity (not the 

wisd om) of P r e s i dent Gra nt . "2 The Democratic p latform of 

Indiana called f or the re peal of the national banking laws 

and demanded th e s ub s titution of legal-tenders for national 

bank-notes . n a pp eal wa s made for the resumption of specie 

p yments .. as s oo n a s the bu s iness interests of the country 

l ati on (New York), June 25, 1874, pp. 404-405. 

2wi iam D. Fo u l ke, Life of Oliver P. Morton, 
p . 344 . 
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would permit." 1 The platform also sanctiqned payment in 

greenbacks the 5-20 bonds which were to be paid in gold by 

an act of Congress, in March , 1869 .2 

A group of "independents" convened in Indianapolis 

in June, 18 74 , formed its own platform; and made its own 

nominationso The convention pledged itself to abolish the 

' g o 1 d - b a s e f a 1 1 a c y ' 3 an d t o m a i n t a i n p a.p e r m on e y o n t h e 

'faith and resources of the Government.i 4 Greenbacks 

would simply be 'declared equal with gold,'5 and they could 

be exchanged for 3-65 bonds with interest to be regulated 

by Congress. Congress would also regulate the amount of 

legal-tend ers in circulation in a manner which would result 

in the 'equitable distributi on of the products of labor 

between money and non-producing capital an d productive 

industry. • 6 In addition , the platform demanded that the 

Irbid ., p. 346. 

2senator Mort on accused the Democrats as having 
engag ed in a "double repudiation" by demanding additional 
greenbacks for payment of the bon ds and then by a prop osal 
to annul the pl edge "upon the faith of which the bon ds 
had been bought and sold for more than five years o" Ibido 

4rb·ct . 

sibid . 

6 rb·d . 

(New York), June 18, 1874, pp . 388-89 . 



nati onal debt should be paid in greenbackso The Nation 

remarked that the newspap_ers were "considerably disgusted 

by all of this." 1 
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After the November elections in 1874, it ·was 

uncertain wh ether or not Congress would do anything about 

the currency sit uation. The Republicans had been defeated 

heavily in the elections; the Democrats had gained control 

of the House with a plurality of sev enty-four.2 Early 

in December, Secretary of the Treasury Bristow issued rec­

commendations concerning the currency problem. He re­

minded Congress that the legal-tender act had never -been 

enacted with the intention of creating a perman ent , ir­

redeemable currency . Bristow went on to say that a currency 

as needed to which elasticity should be given by the laws 

of commerce and trade an d not by Congressional legislation 

nor by the Secretary of the Treasury, depending on "party 

exigencies or nec e ssities of the Treasury." 3 He contended 

that continuation of this kind of currency would tend to 

break down the self-depend ence of the people . They would 

lean to ard the Government, he was reported a s having said, 

for aid in their business interests, having the Government 

Ibid. 

2 oul e, 2.£. · cit ., pp . 20-21. 

3 ation (New York ), Dece mber 10, 1874, p . 374. 
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to help them "alternately into debt and then out of it.t•l 

Secretary Bristow recommended that Congress should repeal 

the legal-tender act soon, as to making contracts and that 

an early date for resumption should be set. He also sug­

gested authorization for a new loan at a low rate of 

interest for the purp ose of accumulating gold in the 

Treasury. Along with resumption, he continued, free bank­

ing would be feasible. The Secretary reported that there 

was an aggregate amount of $16,000,000 of the $354,000,000 

bank-notes authori zed which were available for distribution 

but were not taken . It was reported that be contended that 

this fact would show " the fallacy •.• of the demand for 

an 'expansi on of th e currency' to correct a ~contraction 

in the currency . '" 2 Pre sident Grant e~dorsed these recom­

mendatio n s in his annu·al message to Congress. Also in his 

message, Grant recommended in the "strongest lan1Juage 

immediate measures for resumption of specie payments."3 

He stat ed that the currency as it was at the time was dis-

honest . n accumulation of gold in the Treasury was recom-

mend d to prepare for the resumption of specie payments, and 

libid . 

2Ib1d . 

3rbid ., pp . 3 73-74. 
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he advised the repeal ~f the legal-tender act as to future 

contracts . The "wants, necessities, and liabilities of the 

'debtor class', " 1 he contended, were the only authentic bases 

f or issuing additional paper money and that it would be more 

equitable if this group were allowed to issue its own green­

backs. 

On December 10~ 1874, the Nation predicted that the 

outgoing Re p ublican Forty-third Congress which still had 

three months in office would probably do nothing in respect 

to the currency problem. Moreover, it continued~ since both 

parti e s were looking to the Presidential election, it was 

unlikely that the Democratic Congress would legislate on the 

matter either. It went on to say that inflation would be 

impossibl e as long as Grant held his present viewpoints on 

finance , and contraction measures which might produce 'hard 

times ' ould be disastrous to any party responsible for it. 2 

Ho ever, one week later, on December 17, the Nation was able 

to report rumors of currency legislation. It said that it 

as believed that perhaps there was an increase in a tendency 

of desire for me asures of resumption but that resumption 

might be preced e d by measures of contraction. With resump­

tion of specie payments, the Nation continued, it would then 

!Ibid . 

2rbid., p . 3 74. 
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be wise to have free banking: ~ " ••• the more banks the 

better p rovi d ed they redeem their notes in coin. ul The 

Na tion sanctioned the withdrawal of legal-tenders until 

th eir v alue had g~adually reached par with gold. It went 

on to s a y t h at in this way, gold would eventually find its 

wa y int o commerce.2 

Meanwhile in Washington, the Republicans were making 

an e ffort to accomplish a legislation of some sort on the 

c urre ncy si tuation, an effort which has been described as an 

a c t o f " d e a t h - b e d repent en c e .. " 3 Sen at o r Sh erma n o f 0 h i o 

had s uggest e d at the first Republican conference the need 

of agr e e ing up on a measure that would appreciate the value 

of the gr ee n back. A committee composed of eleven senators 

was forme d to d raft a cur r ency bill. The members of this 

committee incl ud e d the chairman, Sherman of Ohio, Allison 

of Iowa , Boutwell of Massachusetts, Conkling of New York, 

Edmunds of Vermont, Ferry of Michigan, Frelinghuysen of 

e Jersey , Howe of Wisconsin, Logan of Illinoi s , Morton 

of Indiana and S a rgent of California. 4 Each member of the 

Ibid ., Dec e mber 17, 1874, p . 391. 

2rbid. 

3 oyes , £.£. · cit.~ p . 21. 

4sher an, Recolle c tions, p. 509. 



committee was asked to submit a stat~ment saying how far 

he would go toward resumptionQ So many differences of 

opin ion were represent~d that it seemed that an agreement 

could not have been reached thus perhaps meaning that the 

Republican p arty would have been rented . asundero 1 

Nevertheless, a resumption bill was drafted which 

sh owe d throughout the compromises that were necessary to 

produce a bill which would h·ave had a chance of passageo 

The first s ection dealt with the redemption of fractional 

. . 1 2 currency 1n s1 ver. The circulating frac~ional currency 
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was already worn and dirty, and since it cost a great deal 

to reissue it, this provision was readily accepted .by every-

one on the committee.3 The second section removed the 

charge for c oining gold fr om bulliono 4 The third section 

provided f o r free banking and for the reduction of the 

volume of United States notes to the amount of 80 per cent 

of national bank-notes, until the amount of legal-tenders 

outstanding reached $300,000,000o January 1,1879 was set 

a s the date for the resumption of specie paymentso In order 

to prepare for resumption, the Secretary of the Treasury 

libid. 

2congressi on al Record, 43rd Cong., 2nd Sess., p. 188. 

3sherma • ££· cit. 

4congressional Record, ~· cit . 
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was authorized to use any SQrplus revenue not already 

appropriated or to issue 5 per cent bonds, not to be sold 

below p ar, for this purposeo 

The contraction of greenbacks as national bank-

notes were issued did .cause some disagreement, but whether 

o r not the legal-tenders could be reissued after they had 

a lready been redeemed presented the most serious problem 

am ong t h e Re p ublican committee of eleven. "This appeared 

t o be th e r ock on which the party in power was to split."l 

The b ill wa s a p arty measure and the inflationists and 

contracti on is t s within the party could reach no agreement 

on this i ss ue. However, it was finally agreed that Sherman, 

who vas to p re s ent the bill to the Senate, would simply 

make no mention of it and that he should not, when pre­

senting the bi l l, commit himself either way. 2 

Upon p re s enting the bill to the Senate, SherD!ln 

gave a brief exp lanation of each of the sections of the 

bill and evad e d the all-important question. On the first 

section , Senat or Sherman explained to the Senate that the 

s ilver nec e ssary could be obtained easily, especially be-

cause of the dem onetization of silver in Germanyo Bullion 

at that time , he c on tinued, wa s about equivalent to 

Sherman , ££· cit. 

2 I b i d • Sh erma n s t at e s t h at h e h a l1 o d o u b t but 
hat the legal-t en d e rs c ou ld have been reis s ued . 



fractional currency, perhaps a little above, and that it 

was possi ble to purch ase all or nearly al l of the neces­

sary bullion from our own prod uct ion. About the anly 

cost , he went on to s ay, would be the coinage and that 

could be taken out of the ordi nary course of busines s o 
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Also, he continued, mints were already prepared to begin 

immediate operati on, and red empti on would commence as 

quickly as coins could be minted o Redemption, h e explained, 

would require one to three year s or how long depen ding on 

the effort put forth to acc omplish it. The second section, 

Sherman continu e d , which rem ov e d the tax of o25 per cent 

on gold bullion for coinage would check the flow o f bullion 

to Great Britai n which had f o r man y ye ars coined gold fr ee 

of charge. Secretary Brist ow and the Director of the Mint 

along ith many others, be said, s eemed to think that this 

p rovision would prevent exportation of gold bullion to 

foreign countries. The third secti on, he explain e d, wou ld 

give any banks , old or new , th e right to issue as many bank­

notes as ere necessary to meet business dem an ds of each 

community. He went on to explain the provision providing 

for ithdrawal of lega l-tenders to 80 per cent o f the amount 

of an -notes that was issued until the amount o f legal­

tenders as reduced to $300 ,000 ,000 . It was necessary to 

fix a specific day for resumpti on, he argued, in order that 
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everyone might know when his contracts would be measured by 

a gold standard o Also, Sherman added, the bill provided 

" amp 1 e me an s t o p rep a r e f o r an d t o, m ai n t a i n r e s u m p t i o n o " 1 

The qu estion on what was to b~ done with the green­

backs after they had been redeemed. was treated by the Sen a­

tor in an evasive manner. He told the Senate that "trouble­

some questions " 2 had been omitted from the hill. He said: 

urf we undertake to define precis ely wh.at shall be done fou.r 

years hence on the resumption of specie payments, to say 

whether the legal-tender act shall then be repealed before 

or not, we enter upon a very difficult · field, and will an­

doubtedly div ide the Senate and divide the countryo Is it 

not better to postpon e until the time comes to meet them 

these questi ons which must then arise rather than to engage 

in an attempt to settle them now, four years in advance?" 3 

This proposal aroused little protest in the Senate at this 

time. 

However , the loudest objection came when Sherman 

refused to state whether or not the greenbacks retired as 

ne ban -notes were issued could be reissu~do Sherman 

argued that this question was also not to be decided in this 

bill; undoubtedly the notes could not be reissued until the 

Co gressional Record, .Q.£_. cit., p. 195o 

2 Ibid . 

3rbid., p . 96. 
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$300,000,000 limit had been reached, and then, the qQestion 

could be decided. He argued that questions such as that 

woul d ten d to defeat a bill which was designed only for 

re s ump t i on : ". o • this bill has provisions in it which 

t he Senator [Schurz] and I have so diligently sought, and 

I wi ll no t s eek to obstruct the passage of the bill or 

defe at i t by thrusting into it doubtful q~estions of the law 

or pub lic p o l icy which may tend the defeat of the bill." 1 

Thurman o f Ohio contended that if the bill became a law 

with no pr ov i s ion for the cancellation of the $80,000,000 

of legal-t en d er s to be retired with the issue of bank-notes 

there would be a possibility of inflation ·l *>f the currency 
:~ 

of $1 00 , 000 , 000 at the p lea s ure of the Secretary of the 

Treasury. He in si s ted that a question of this sort could 

not be overl oo k e d : "Pass the bill in its present shape 

and instead o f s ettli ng, you will unsettle, instead of 

fixing, you will un f i x , the minds of the people."2 

S n at o r Bay ard of Delaware sugges ted a p rovision to 

Senator Sherman whi ch would have meant the destruction of 

the greenbacks aft er they had been retire d as bank-notes 

. d 3 ere 1ssue • Sh e rm an , i n turn, answere d that this question 

Ibid. 

21-J!.., p. 198. 

3 Ibid . , p. 201. 
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"would not come up for another three or four years; 0 •• 

we do not un dertake to decide it." 1 Bayard argued that the 

s ame situation as had led to the reissue ef $26,000,000 of 

th e $ 44 , 000,000 reserve in 1873 could come up again if 

p ro per p ro v i s ion were not made in the bill to render it 

imp ossi ble. He referred to the bill as a "double-faced 

bil l" and add e d that he believed the bill •·•to be a juggle 

wi th a qu es tion that ought to be a matter of straight­

forward h o n e st busine s s • o ."2 

Stev enson of Kentucky denounced the bill on the 

g r ound t h at i t w o u 1 d n o t "g i v e s t a b i 1 i t y r e qui r e_d by t h e 

country " 3 and that it was simply a party measure to unite 

contraeti onis t s an d inflationists. He contended that the 

Secretary of the Treasury would be given too much power tQ 

inflate or def late the currency at his discretiono 4 

Stevenson als o d eclare d that he .,could conceive of but one 

motive, and tha t is that contractionists and expansionists 

both hope to p e rs uad e the p eople that each have triumphed. nS 

Ibid . 

2Ibid . 

3I b id. , p . 204 o 

4Ibid. , pp . 202, 208. See speeches by Hamilton of 
t aryland and by Hami lton o f Texas. 

5 Ibid . , p . 204 o 
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During the course of the debates, several amend­

ments were offered to the bill. Senator Thurman presented 

a p rovision which would have allowed one-twentieth part of 

the customs duties to be paid in legal-tenders or bank­

notes after June 30, 1875, one-tenth after June 30, 1876, 

and after Jun e 30, 1877, one-fifth. 1 Thurman argued that 

this provision, if adop ted, would be more successful in 

bringing greenbacks to par with gold and in e ff ecting 

resumption of speci e payment th an any other provisi ons of 

the b i 11. 2 

Howev er, Thurman ' s amendment was proposed t o be 

amended by Senator Bogy of Miss our io Bogy's proposal would 

have allowed all customs duties to be payable in legal­

tenders or coin, at the op tion of the holder, on or after 

July, 1875. 3 Bogy maintain e d that the great debt to the 

Gov ernment was that of the importers which so metime s 

totaled to as much as $200 ,000, 00 0 annually. Since there 

was only $166,000 ,000 supply of gold in the country, he 

continued, there was such a demand for gold as to depreciat e 

the greenback 10 to 12 per cent. He went on to say that if 

Ibid . , p. 198. 

2rbid. 

3Ibid. 
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the legal-tenders were made receivable for import duties, 

gold , which is usually sold as a commodity on Wall Street 

to importers, would no longer be demanded and would flQw 

into normal channels of trade. As a result, there would 

be an expansi on of $160,000,000. Moreover, he continued, 

since greenb acks would be at par with gold, there would he 

no necessity in keeping a special fund for the payment of 

bonds and interest: "I deny the proposition that a nation 

of the high character and standing of this need pledge 

any special sourc e of revenue to maintain its credit at 

home or abroad • o • The character of the nation, the 

means , the ability, the standing, everything that belongs 

to the people, is pledge enough to the world to maintain 

our credit, and there is no necessity for this additional 

s e cur i t y • " 1 It i s true , the argument c on t in u e d , t h at o u r 

foreign indebtedn e ss is in gold, but the bonds are handled 

through a system of exchange thus not requiring shipments 

of gold abroad . Therefore, if the legal-tenders were ap­

preciated, go d would not be needed for this exchange. In 

addition , Bogy maintain ed that the $160,000,000 in coin 

along ith the $300 ,000,000 of appreciated legal-tenders 

hich remained after the $382,000,000 then in circulation 

libid .' p . 200 . 
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had bee n reduced by the issue of the new bank-notes con­

templated in the bill, would proyide a r e deeming medium of 

an aggregate of $460,000,000 for the $454 , 000,000 bank-note 

issu e .. He went on to say that the bank-notes being re-

d eemable but not necessarily redeemed, would have value, 

an d t h at go 1 d " i s on 1 y n e e d e d as a bas is o f v a 1 u e and t h e 

corner-stone and foundation for paper issues . " 1 Therefore, 

he could see no reason for the redemption of greenbacks in 

gold . 

Among other proposed amendments was that of Senator 

Saulsbury of Delaware.. He proposed that the date fixed for 

the resumption of specie payments be set at January 1, 1877, 

in lieu of 18 79. He stated that there was nothing in the 

bill looking toward resumption of specie payments anyway, 

so tl if there is any virtue in a declaration of return to 

specie payments let us fix an earlier period for returning. u2 

Senator Hamilton of Maryland proposed that after July, 1876. 

nothing but gold and silver would be legal tender .. 3 Senator 

Schurz of 1issouri offered a prop osal calling for the re­

tirem nt of not less than $2,000,000 of legal-tenders per 

month and that those retired egal-tenders should be cancelled 

Ibid . 

2 I . d . 

3rb·ct . 
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and destroyed.
1 

An amendment proposed by Senator Hamilton 

of Texas called for the issuanc~ of silver coins in their 

current value in fractional currencyo 2 Hamilton stated 

that t h ere was a 6 to 8 per cent premium on silver in 

f ractional currency. Therefore, if the pending bill was 

en acted , he argued, speculators would rush out and buy all 

t he fractio n al currency that they could, melt it down and 

s en d it abroad. But, he concluded, silver sold at market 

va lue woul d p revent this situation. All proposed amend-

men t s to the bill were rejected. 

Thus the debates on the bill ended on the day that 

Sh erman submitted it to the Senate for consideration. It 

3 pass e d the Uppe r House with a vote of 32 to 14, and was 

app rove d by the Lower House with a vote of 136 to 98 4 with-

o t d ebat eo Not one Democratic vote was cast in either 

cham b e r in f avor of the bill. 5 

On J an uary 14 , 1875, a message of approval of the 

bill as se nt to the Senate from the President. 6 Grant 

lr b id ., p . 206. 

2r bi d ., p . 207. 

3 Ibid ., p 0 208. 

4 r bi d. , p . 3 19. 

oy e s , £R· c it . , p . 21. 

6con g r e ss ion al Record ,~- cit., p . 459. 
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congratulated Congress upon having been able to fix a date 

f o r r e s u m p t i on o f s p e c i e p a ym en t and h av in g imp 1 i e d an 

obligation to provid e legislation so as to effect ito 

Suggestions for further legislation were presented by the 

Presidento First, he declare d that if resumption was to 

tak e p lace in 1879, it would be necessary to increase tax­

ation to p rovide for the sinking fund that paid one per 

cent annually on the national debt, for the redemption of 

th e 80, 000,000 in greenbacks retired with the issue of 

na tional bank-notes, and for the redempti9n of fractional 

c urrency. To accomplish this increase, Grant suggested 

t h a t the d uty on tea and coffee be restored and that the 

act of June, 1872 , which provi ded for a 10 per cent re­

duc ti on of tariff on certain articles be repealed. He also 

reco mm en d e d that pr ovision sh ould be made, to prevent silver 

f ro m bei n g p urchased for the purpose of exportation when 

r ed empt i on of fractional currency began. In addition, he 

advised that since the Gov ernment had to make monthly sa les 

of go ld i n order to obtain necessary currency for current 

expens e s , i t would be practicable if the Treasury began 

redeem i ng ·n Ja nuary , 1875, legal-tenders when presented, 

at a p re mi m of 110 less interest of 2~ per cent per annum. 

The pr emium oul d then be reduced periodically until the 

int er st reached o25 per eent. Finally, he suggested the 
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establishment of a mint in a west~rn city to abolish sh.ipping 

expenses from the West to the mints in the East and then hack 

We st agai n . 

Grant concluded his message by saying that tbe bill 

h ad been given his hearty approval, even if ne further 

legislation was possible at the time:. He added that he 

felt the subject of such importance that h.e hoped that it 

would r ec eive the attention of and be discus~ed by Congress 

and the p eo pl e, through the press in every way, to the end 

that th e be st and most satisfactory course may be reached 

of executing" hat he deeme d "most beneficial legislation 

on a most vital qu e stion to the interests and prosperity 

of the nation."! 



CHAPTER IV 

RE$UM PTIO N AS A POLITICAL I SSUE 

The enactme nt of th e resumpt i on of sp eci e payments 

bill d i d not at all compl e tely pac i fy the dissatisfactio n 

existing throughout th e country ov e r the curre ncy qu e stio n. 

For c ert ai n, the Natio n did not acc ept this le g i slat i on as a 

scheme of sa lvation . An idea of the critic i sm of th e measure 

from the standpoint of those who bel ieved that the measure 

was inadequate as a me ans of bri ngi ng about res umptio n can 

be obtai ne d from following the argume nts of th i s pe riod i ca l, 

always a consistent champion of .. sound mon e y ." Wh i l e th e 

bill ~as awa iting the Presi dential signature, th e Nation 

reported that it had not se e n "a singl e word of gene ra l 

pra ise of it in any pap er . "l It went on t o say that it was 

genera ly believed, first, that resumption would be impossibl e 

without contraction . The Na tion argued that sinc e the lega l ­

tenders carri e d , at that time, a discou nt of 12 to 14 pe r 

c e nt , the only way to make resumption "l e ss heavy an d pre ss­

ing " 2 ould be to contract. Moreover, it continu ed, as long 

as the paper curren cy was discounted as such v it would be 

ation ( New Yor ) , December 31, 1874 , p . 429 . 

2Ibid ., December 24 , 1874 , p . 411. 
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impossible to keep silver in circulation . Th e Nation 

cont en ded that silve r had a pr emium of 108 in curre ncy and 

was worth about 97 cents on the dollar in goldv and as lo ng 

as gold carried a premium of over 8 to 10 p er cent , it 

would be exported as fast as it could be issued. Therefore, 

it continued , when silver could bri ng more in foreign mark e t 

than what $125 in curre ncy could bring in this country, it 

co ul d not be k ept in circulation . If this situation 

occ urre d , the Nat ion argued, th·e co untry would again be 

using postage stamps as fractiona l currency . 1 

Secondly, the Nation de nounced th e issue of national 

bank-notes with a certain degre e of contraction of green-

backs as they were issued: • the de mand for more bank-

notes does not exist, as is shown by the work in g of the 

present law, and ••• therefore , the propos e d measure would 

eith er produc e no effect on the volume of the currency at 

all , or would increase it, and therefore prov e a . means for 

inflation • u2 The Nati on argued that $102 , 500,000 in 

bank-not e s ou1d have to be issued before the greenbacks 

could be contract e d from $382,000,000 to $300,000 , 000 . It 

went o to say that from 54 . 000 , 000 of bank-notes authorized 

by th act of u1y 12, 1870, only $37,720,411 had been 

1Ibid. 

2Ib id. 
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absorbed and that the demand for bank-notes was dec r ea si ng o 

It reported that from th e passage af this bank-note act 

until Novemb er I, 1871, $24,773 ,2 61 of bank-notes had been 

issued. It went on to say that duri ng th e next twe lve 

months only $16,220,2 10 had been issued, that in the follow­

ing year from Novemb e r 1, 1872 , to November , 1873, $7,357,479 

had been issued, an d that there was a demand for only 

$3,576,297 from Nov emb er, 1873, to November, 1874 . 1 From 

these figur e s , it argued that the hope of bringing about a 

reduction in the volume of greenbacks by th e issue of new 

bank-notes was vain. There was no prospect of any co nsi de r-

able number of new bank-notes being issued. Therefore, the 

Nat ion contended that resumption in 1879 by attempting to 

contract by this metho d was absurd. Howev e r , after six 

mo nths fol owing the presentation of th e above argumen t of 

the Na tion, the magazi ne was able to report that the "money 

writ ers of some of the pap ers have just awakened to the fact 

that the ' Financ e Bil l' of the last session has thus far been 

work·ng contract ion" and that it could "be said in its favor 

that as yet no inflation had been caused by it ou 2 In addi­

tion, it said that sinc e the bank-note act of 1870, the 

west ern banks had been issued $11,601,892 in bank-notes but 

1~. , December 31, 1874 , p . 433 . 

2 I i d . , u I y 15, 18 75 , p . 34 . 
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had surrendere d $9 , 627,066 which l e ft an aggregate of only 

$1,974,826 of bank-notes in circulatio n in ,the West . 1 There ­

for e, it also me an that approximate l y $9 , 280.000 in gre enback 

had been contracted in the We st a l ong with the surre nd e r of 

the $9,627, 066 of bank-notes . 

In the third place , the Nation condemned th e r e sump­

tion act as "an unworthy att empt of the Republican man agers 

to humbug the publ ic by appearing to l egislat e on a sub j ect 

which they really me ant to shirk , and by app e ari ng to stand 

up for hard mo ney when they wer e rea l ly playing into the 

hands of the inflationists.u2 It went on to say that this 

effort was a "transparent sham" and that "the purposej the 

only purpose, from the v e ry first caucus" had been to " en ab le 

1r . Da es [Representative] to inform his fri e nds in Massa-

ch usetts that this is a measure of contractio n and a happy 

adjustment , whil e at the same time Mr . Morton can assure 

his supporters in Indiana that it is a me asure of inflation 

and a happy adjustment. "3 It argued that the resumption 

legislation should have been about the most important acts 

of Congress sinc e the war. The bill, it conti nue d , should 

have been g·ven careful debate of at least two weeks in each 

1Ib id., July 29 , 1875, p. 65. 

2Ibid ., D c ember 31 , 1874 , p. 429. 

3rb i d . 
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House , as "in any oth e r civilized le g is lature." 1 

The fourth ob j ection that the Nation h el d toward 

the resumption act was that it contai ne d no provision as to 

what should be do ne with the r e tired greenbacks . It pro~ 

tested that the powers conferre d upQn the Secre tary of the 

Treasury were "enormous and alarming . n2 Mor eover , it argu ed , 

the omission of the provision appear e d to be a "trick to set 

up another 'reserve, 1 
"

3 like the $44 , 000,000 reserve out of 

which Secretary of the Treasury Boutwel l had issued $26 , 000,000 

in 1873. It report e d Sen ator Sherman' s letter written to the 

Financi er in reply to criticisms made by the Financi e r 4 on 

the resumption bill . Sherman's l e tter said that "neither 

the fract ional curren cy nor the eighty-two millions can be 

reissu e d ," and that he himself had "stated so when the bill 

as p en ding un d er debate " a nd that "no lawyer could put a 

d ifferent construction upon the bill ."5 The Nation continued 

lrbid ., January 21, 1875 , p. 35 . 

2Ibid., De c ember 31 , 1874, p . 4 29. 

3Ib i d . 

4The Financi er had accused the r e sumpt ion act as being 
a 'politiea trick, an evasion of a public duty, and as totally 
in ad quate for the purpose s ought to be accomplished ." Sherman, 
John, R collecti on s £i Forty Years in the House , Senate,~ 
Cabinet , Vo • I, p . 519 . 

Srb·d. p . 520 and Nati on, January 28, 1875, p . 49. 
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by sayi ng that it should remind Sherman that Secretaries of 

th e Trea sury could put their own interpretation on ito The 

maga zine s ugg e st e d that since a future Secretary of the 

Treasury might issue some of the r e deeme d greenbacks to 

"mov e the crops " or to "ea se the mark e t," long-term contracts 

should be form ed on a gol d batisol It went on to say that 

if th e community were not yet abl e to contract agreements 

on th e gold b a sis, it would be an easy matter to stipulate 

in co nt racts the limit of d epreciation on legal-tenders o 

Therefore, th e Nation argued , the holder of the contract 

wo uld be g iven the opportunity of p lacing the obligation 

upon a gold bas i s by using the price of currency at the time 

the c on tract was f orme d . It re p orted that this method had 

been successfully us e d by s omeo 

nother provi s ion of the resumption act which the 

ation question e d was th e method provided for accumulating 

gold f o r the purpos e of resumption of sp ecie payments through 

surplus from th e current rev enueo It argued that the surplus 

had to be that of th e s in k in g fund, a surplus which did not 

exist . It r e p orted that Secretary Bristow had estimated a 

defici ency of 22 , 093 , 748 in the sinking fund account. Further­

more, the ation said, any likely surplus would be absorbed by 

the purchase of silver for the $40,284,952 of fract ional 

1 at ion, anuary 28, 18 75 , p . 49 . 



1 
curre ncy . In additi on , anxi e ty ov e r th e suffic ien cy of 

fu nds for r e s umpti on was sh own by P r e sid en t Gra nt in his 

messa ge to Congr e ss , Dec e mb e r , 1875 .2 He ask e d th at add e d 

power be given to th e Treasury for th e accumulat i on of 

gold. lso , th e P resid e nt r e quest e d the r e - en actme nt of 

th e dut ie s on tea and coff e e to be us e d f o r r e sumpt i on . 

ecretary of the Tre asury Bristow stat ed i n his r eport of 

Dec ember , 1875, that it might be impossibl e to accumulat e 

e nough gol d in time to meet th e fixed day of r e s umptio n of 

speci e payment s unless so me sort of contraction wer e 

ef fected.3 

On f i x in g a dat e for the r e sumpt i on of spec ie pay-
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ment by the act , the Na tion stated that i t was a me r e prom i se 

and that such a prom ise by Congre ss in fix i ng a r emote date 

for resumptio n wo u ld me an little . 4 It r eport e d that th e 

Ev ening ost support e d the act because i t had fixed a dat e 

for resumption and that the Nat io n itself had, t oo , at f i rst 

tended to advocat e it for that r e ason . However 9 th e Nat ion 

said , ' furth er considerat ion satisfi ed us that the promis e 

1Ib i d . , December 31, 1874 ' p . 433 . 

2Ibid ., Dec ember 9, 1875' p . 363 . 

3Ibid. , Dec ember 1 6 , 1875 ' p. 379. 

4Ibid ., De c e ber 31 , 1874' p . 4 29. 



was farcical and was not me ant to be kept. ul It declared 

that the Evening P ost was displ ea sed with the Nation's 

attitude toward the bill b e cause of its unwillingness to 

compromise on unacc eptabl e measur e s • . The Nation co nten ded 
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that the objections o f the Po st we r e based upon the ground s, 

"as well as we can make ou t , that the pract i ca l thing t o do 

in politics is, wh en you cannot get what you want , to m<;Ik e 

the best of what you~ .get ; and that therefore th e bill, 

though not what we want , is to be acc ept e d , in spite of its 

imperfections, because it is all that we need look for either 

fro the Re publican or Democratic P arty ."2 The Natio n added 

that it considere d the bill to be "fatal" and co u ld not see 

a reason to " accept it or to tell people that it is accept­

able.•3 

I 1876 , the national politica l platforms of th e 

co untry reflected public opinion on the curren cy co ntroversy . 

The Greenback P arty, sometimes call e d the Ind ependent Nat ional 

Party , he d its first co nvention at which nine t een states 

er r presented , on ay, 1876, at Indianapo li s . 4 Its plat­

for d manded the immediate and unconditi on a l repeal of the 

~., January 7, 1875 , p. 2 . 

2Ibid. 

3Ib i d . 

4Ed ard Stanwood, 
1788 l_ 897 , p . 367 . 

History ~ the P residency from 
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r esu mpt ion act a n d the discontinuanc e of the "present 

suicida l and des tructive pol i c y of cont raction ."l The plat-

form ca l l e d for the co nvertibility of th e le ga l -tend e rs on 

demand with Gov ern ment bonds bearing interest of not mor e 

than one c e nt p er day on $100 , in other words , 3 o65 per c e nt . 

The legal-tend e rs , it said , sh ould be convertible intn these 

bonds at par which wou ld provid e for the best circulati ng 

medium ever invented. Th e platform demand e d that greenbacks 

should be made legal tender for all obligatio ns wi th the 

exception of already existi ng contracts stipulating coin 

pa y ent. It also contend e d that the lega l-tender s should 

be issued by the Government only and that "in th e l anguag e 

of Thomas J efferson, •• o bank pap e r must be suppressed 

and the circulation restored to the nation, to whom it 

belo gs. ' 2 The platform condemne d the sale of gold bonds 

in for ign mark ets which had made the American peopl e for a 

ong tim , according to the Greenbacke rs, "hewers of wood 

and dra f f · u3 rs of water or ore1gners o The American pe opl e, 

it sai ould gladly take at par all bonds that would be 

necessary for the Government to sell, p rovi d ed that they 

could b r deeme d at the option of the holdero The bonds, 

l.!E..J!. 

2ll!.!!_. 

3l!LJ!. ' p. 368. 
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it add e d , should bear an intere st of not more than 3o65 per 

cent . The sale of Government bonds for the purpose of 

purchasing silver to red eem fractional currency was con-

demned. The platform held that the present fractiona l 

curren cy was "more c onvenient and less fluctuatingo"l It 

added that whil e the bill was "well calculated to enri ch 

o ners of silver min e s ," i f in op e rati on, it wou ld .. still 

further oppress , in taxation, an a lread y overburdene d p eopleo"2 

Th e Democratic Convention likewise expressed in its 

platfor d issatisfaction wit h the currency situation . It 

denounced the ' failure for a ll thes e eleven years to make 

good the promise of th e le ga l tender notes," which were a 

' chang ing standard of va lue of [in] the hands of the people," 

and it charged that the non-payment of the greenbacks wa s a 

"disregard to the plighted faith of the nation."3 The plat-

form a so denounced th e so-ca lled "financial imbecility and 

i ora ity 4 of the Republican part y. It accused the opposi­

tion party as having made no preparation toward resumptio n of 

sp ci payment but as actua lly having hindered it, d es p ite 

1 I_b . d. 

2Ib·d. 

H. orter and Do na l d Bruc e J ohnson, Na tional 
s 1840-1956 , p . 49. 

--~---------- ----- ----
4 I ·d . 50 p. • 
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the fact, the De mocrats said, of annual promises to redeem 

the legal-tenders soon . The platform demand e d the repeal of 

the resumption act of 1875 , denounc e d it as an obstruction 

to resumption to specie payments . It ca l led for a wise 

financial system which would «enable the nation soon to 

assure the whole world of its perfect ability and its pe r-

feet readiness to meet any of its promises at the call of 

the cred itor entitled to payment .« 1 The platform stated 

that such a syst em woul d result in gen e ra l c on fidenc e from 

the people, stimulate the economy and at no time would 

"create an artificial scarcity of currency .«2 

How ever, the Republican platform mention e d the cur-

rency p rob em rather briefly and in gen e ra l terms. It 

stated t at the Na tional Gov ernment had pledg ed itself to 

redeem the Unit ed tates notes at the earliest practicabl e 

ti e and that this pl e dge had been made to remove any doubt 

t at the Governm ent had never intended to pay the legal-

tender notes in coin. The platform in dea lin g with the 

financia quest ion conclud e d by saying that «comme rcial 

p rosp rity, p ublic mora l s , and the national credit demand 

libid . It may be noted that th e platform did not 
0 tlin t~ aracter or main featur es of such a system . 



that thi s promise be fulfill e d by a continuous and steady 

progress to speci e p ayment ott l 
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I n 18 7 6 and 1877, the ton e of ma n y of th e stat e plat­

forms evi d en c e d th e int e nse un r e st over th e fi nanc i a l s i tua­

tion of the co untryo Gre e nback groups we re be ing form ed a l l 

over the cou ntry, inc l uding such states as Massachusetts , 

Con nect i cut , an d P ennsylvania . Th e gen era l cry of the Gr een ­

backe rs ¥as , firs t, the imme d iate and unco nditi ona l r epe al 

of th e resumption act of 1875 . Tbe Gr e en back Party of West 

Virginia e v en we nt s o far as to say that speci e paym ent had 

" nev e r been an hon est mon e tary system in this c ountry or i n 

England , wher e comme rc e has sought the most conveni e nt 

exp edie nts . •2 It add e d that if the go ld system wer e t o 

again be eff e cted in the Un ited Stat e s , it would be better 

to ha it happe n as soo n as p o ss ible . The r e sults , it was 

arg ue d , would be that the destruction of th e "p eopl e' s mo ne y" 

ould be stopp e d , ' and at the same time put it in the power 

of the money capita ists, by a run upon th e Federa l Treasury 

for go d , to show to the world that the syst em is rad i ca l ly 

disho nest.' 3 It furth e r said that it was "n ot the materia l 

1 Ibid ., p . 54 . 

2 ppleton's nnual Cycl op e d ia, XVII, 765 . 

3 Ibid. 



that c onstitutes mon e y , but th e s ov e r e ig n wi ll that utters 

it , the de c l aration by th e g ov e r nment t hat th e green back 

shall be equal in all its mon e tary f un ct i on s wi th gol d i s 

the only sure method of bri nging mon ey t o par . nl Th e 

Conn e c t i c u t G r e e n b a c k Part y p 1 at f o r m o P·P o s e d t h e f i x in g o f 

an arbitrary time for the resumption of sp e c ie paym en t by 

the resumption act of 1875 . It said that i t had no ob jec­

tions to bringing the pap e r currency to par wi th gold , but 

the appreciation of the currency should be done by correct­

ing defects in tbe monetary system a nd through prosp e r i ty , 

"not by robbing the d e btors und e r the hypocr i tica l cry of 

'honesty. '"2 In order to appreciat e lega l -t en de rs , the 
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convertibility of paper currency into a l ow int e r e st - be ar i ng 

bond as genera l ly recommended . Th e denunciat i on of th e 

policy of contract ion was intensely and probab l y r epre s en ­

tively expressed by the Gre e nback Party of Massachus e tts : 

"T h e i n c r e a s i n g s c arc i t y o f c i r c u 1 at in g me d i u m , c au s i n g , a s 

it does , the steady depreciation of pric e s , has mad e a l l 

investm nts in product ive ent e rprises unprofitab l e , r e duc e d 

p rod ction in the imited demand of absolute daily n ec e ssity , 

and b oug t upon us the para lysis of trad e, and the d e stitu~ i o n 

I Ibid 

2Ibi . , XVI, p . 204. 
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and enforced idl en ess of th e l ab o r i ng classes ." 1 Li k ewi s e, 

the provision limiting th e lega l t en de r qua l ity of green ­

backs was treated with a similar d i stast e by the Gr e enback 

platform of New J e rs e y : .,«> • 0 so as t o exc ept duties on 

imports and interest on the p ublic de bt , was d i sgrac e fu l t o 

the Congress that authoriz e d it , and stamp e d on every b i l l 

partial repudiationo " 2 The withdrawa l of bank-notes fr om 

circulation was gen erally r e comme nd e d by the Gree nb acke rs , 

and issuance of legal-tenders by th e Governmen t in li e u o f 

pap er money issued by banking associatio n s was dema nde d o 

In addition , it was generally conc e ded by the Green backe rs 

that the public debt should be own ed by Ame rican c i ti zen s . 

The r on etization of silver was demanded by most of the 

Green ack state platforms «> 

any of the Democrat ic state conventions of 1876 

and 877 likewise prot ested against th e fi n a ncia l p o l i cy 

of t e Government . Some of the De mocratic pl atforms of 

the East , s ch as that of Mass achusetts , Maine , Penn sylvania , 

e ersey a d ary l and , si mply affirmed the Dem o ~ratic 

t·on platform of 18 76 on the matter o It will be r eca lled 

that th's platform demand e d the r e p e a l of the r e sumptio n act 

VII , 488-89 o 

21.___· d. t 553 p . • 



of 1875 . Espec ially in th e West did the Democrats arraign 

the Republican party for th e fin ancial situation. State 
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conventions of Illinois , Indiana , Iowa , Minnesota , Misso u ri , 

and Ohio demanded the r ep e al of th e resumption act. 1 A 

rather detailed platform serving as an exampl e is that of 

Ohio hich demand e d the substitut ion o f lega l-ten de rs for 

national bank-notes and said that a l l circ u lating medium , 

pap er or metallic, should be issued by the Gov ern men t a lone. 

It continued by saying that the legal-tenders should be 

receivable as customs duti e s and that they should be in-

co nvertible, at the pleasure of the hold e r , into bonds not 

to bear more than 3.65 per cent int e rest . The Ohio platform 

also ca e d for a graduated income tax that wou l d be at le ast 

equ to the premiu m on the gold which the Governmen t needed 

to pay the interest on the pub lic debt •. In addition, the 

platform dema nde d that silver should be legal tender in th e 

pay t of a d ebts. It a l so charged th e Republicans as 

ha ·n scheme d to raise the bond e d debt to accomplish resump-

tio • T e p atform also denounce d sudd en contraction of th e 

c rr ncy.2 

On the other hand, the Republican stat e platforms, 

for t most part , st ood f or the early attainment of r e sumption 

1 tat pl atforms may be found in Ap pl eton's Annual 
Cy I . 

2aistory of the Republican P arty , edit ed by Jo seph P. 
it 2. 

V t:. I 



of specie payment, with the pledge of th e Governm ent to 

redeem its notes in coin in vi e wo A s oun d economy based 

on coin was stressed . Al so , states such as California, 

Iowa , Minnesota, Ohio, and Pennsylvania called for the 

creation of legal tender quality of silver . 
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Du ring this time, silver began to find its way into 

the erican fina ncia l picture o Silver mines in the United 

States began to produc e abundantly, such as the Grean Bonanza 

of Nevada , the Comstock lode, and the Co n solidated Virginia 

min e.l lso , in 1873 , silv er had been de mon e tized in 

Germa ny; therefore, a great deal of old German coins were 

being sold on the market as bullion . Silver had been 

demon etized in the United States in 1873 , and for the first 

tim in many years , in 1874, silver became more valuable as 

coin than hen sold on the market as bullion o2 In 1877, 

a si1 r easure, the Bland Bill , providing for the free 

an un ·ted coinage of silver , pass ed the Hous e. Mod ified 

in the en ate, the Bland- llison act allowed the purchas e 

of 2 000,000 to $4 , 000 , 000 of silver per month for purposes 

of coin e. Vet oe d by Pre sident Hay e s , it was passed over 

s ad by th necessary two-thirds vote in e ach House . 3 

1 1 xand r Dana Noyes, Thirty Years of American 
Finane pp. 36-37. 

2lk..:_., p. 37 . 

31 d. , p. 41 . 
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While the silver-coinage bi l l was p e nding , a con­

current resolutio n, the Matth ews Re sol ution, pass ed both 

Houses. Its author , Stanl ey Matth ews was the succ e ssor of 

the Secretary of the Tre asury , J ohn Sherman who had be en 

appointed to the Cabinet in 1877 0 The resol ution stated 

that in the op inion of Congress , all Governmen t bQnds that 

had been issued or were authorized to be issued should be 

payabl e in the silver c oin s auth o rized by the Bland bill o 

The resolution was embarrassing to the Treasury and alarming 

to for ei gn subscribers to United States~ bonds o In the 

m anti e an act repealing the resumption act of 1875 was 

pas s d by the House but was killed in the Senate through 

d isagre m nt. 1 

In ay 1878, a bill was pass e d to disconti nue any 

furth r ret·rement of existing legal-tenders from circulation o 

t t t ti 
' the amount of legal-tenders stood at $346 , 681 , 000 0 

Th r su p t·on ct of 1875 had provided that the sum could be 

r d c d 0 300 , 000 , 000 as new bank-notes were issued. The 

i 11 as ntrodueed in the House and passed without de bate 

b a ot of yeas 117 , nays 35o 2 The bill prov i de d that 

h ny of sa ·d notes may be r e deeme d or be rec e iv e d into 

d . 

2 Record , 45th Cong. , 2nd :Ses s . 11 

p 2 28. 
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t h e T rea s u r Y • • • t h e y s h a I 1 n o t be ret i r e.d , c an c e I e d o r 

destroyed ; but they shall be reissued and p ai d out again 

and kept in circulat ion." 1 When pre sented to the Senate 

for consid e ratio n, the debates were begun by an amen dment 

presented by Senator Bayard , a Democrat from De laware . The 

amend ent read : .. T h at t h e s a i d n o t e s , w h en s o i s s u e d , s h a II 

be receivable for all du es to the United States exc ept 

duties on imports, and not to be otherwise legal-tender, 

and any reprint of the said notes shall bear this sup er­

scrip tion. "2 Baya rd began his argument by saying that the 

use of credit was not sought by the Governmen t when it 

issued the egal-tend e rs in 1862 . He contende d that the 

Gov e n ent subst ituted its fiat for actual money and add e d 

that it as 'wor s e than dealing in debased coin, because 

. . . 1 tt 3 debas d coin still has some Intrinsic va ue. Bayard 

arg d t at if the cou nt ry had remain ed upon a metallic 

b s s , or issued its notes and a llowed them to remain at 

par ·t go d by allow ing them to be freely converted into 

co 

g 

0 f th notes had been issued omitting the compulsory 

t nd r c a se, then the cost of the war would have been 

l.!_j!. p . 3227 . 

2 . d . ' p . 38 61 • 
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cut in on e -half. Th e p e opl e wer e not suffe ri ng from a wan t 

of circulating medium or a l a rg e en ough volume of curren cy , 

he continued, but they we re suffe ring from trying wi th " vai n 

attempt to mai ntain an inflated an d exagg e rated syst e m of 

values, grow in g out of a season of f i ctitio u s and fa l s e 

prosp erity, built upon this syst em of i rr e de emab le pap e r 

curre ncy , hich, without regard to its va l ue, has ye t been 

ca l l d upon to serve as the standard of va l ue." 1 He a l so 

argu e d that th e Con stitut ion had giv e n Congr e ss th e r ight 

t coin silv e r and gold as mon e y but that n o p ower such as 

tha hich as being sought by this bill or o f th e or i gi n a l 

act of 862 as ev er contemplat e d in th e form i ng of the 

Cons ' tution . No form of governme nt , h e co n ti nue d , co u ld 

b 

i 

d gov ernment with limited p owers wh en it issu e d 

ab p aper cur r e ncy i n li e u of coin , and , he went 

on to s y , " th po er to subst itute piec e s of pap e r tota ll y 

'tot 'ntr1nsic value, i s not to diminish va l ue , but to 

to y abo ish it. " 2 Bayard argued that pl a cing compulsory 

1 t n 

na 

c f co 

in t a 

a ity on the gre enbacks did not giv e th em 

e . Inst ead , he continued , that " by the very 

ls·on , there is an i mpl ication of want of valu e 

· 5 offered , which needs to be supplemen ted by 
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the arbitrary power of the Governmento" 1 He stated that if 

the Gov e rnm en t d e cid e d to issu e disks mad e of lead or of 

leather and plac e the compulsory lega l tender quality upon 

th e , the merican p eople would charg e the situ atio n as 

bein g shameless a n d wo ul d accus e the Gov erment of deb a s i ng 

the currency , even though th ere would be some intrinsic 

va ue in these diskso I n any cas e, he added, the l eg al 

tender compulsion attach e d t o th e curren cy was an expres sion 

by the Government of a disbe l i ef o f i ts own credit or else 

the curr ncy would stand with ou t any s uch p rovision . Bayard 

argu d t at the right o f the Gove rnm e nt to d eman d that 

d ti s on imports should be paid in c oin was nec e ssary to 

coli ct coin for the payment o f th e interest on the bon de d 

debt ·n go d . If not , he continued , the Government would 

ha o cont·nu e to purchas e gold at an unto l d premium , and 

d th r might be a p o ssib i lity of s u sp en sion of 

sp c p y nts. 

nator Hill of Ge orgia a l so argu e d in favor of th e 

s g t nder currency, the Treasury notes . He stated 

d d not believe that the Government had a co nsti-t t 

t r ht to issue paper money , but h e added that s ince 

h a s ortage of gold and silver in the count ry , h e 

1~., p . 3863 . 
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saw no reason for contracting furth e r . Hill propos e d an 

amendment to Bayard's ame ndm e nt to strike out " exc ept i ng 

i mport duti e s . "
1 

He argued that th e r e was a ne c e ssity for 

a curr e ncy that had the p urchasing power of gold , and th e 

only obstacle to this purchasing powe r , he co nt i nu e d , was 

the fact that the currency was not a l lowe d t o be rec e ivab le 

for duties on imports. The Gov e rnment was pledged to pay 

the interest on the bonded d ebt in coin , the a rgume nt co n-

tinue but uas ong as it is pa id in coin, it should be 

nothi g to the cre ditor wh ere the coin came from ."2 Th e 

Treasury notes issued, Hill argued , would b e at par with and 

conv rtible into coin , so that the b ondh ol der would not 

obj ct to r ceiving th e m as interest o n his b onds . Howe v e r , 

if e ·d , sinc e the Tre asury notes would b e convertibl e int o 

co ·t ou d be a s impl e matt er to pay his intere st in 

coin · f e so desire d . oreover, he cont e nded , it would be 

b to 

Go n 

t 

ve one p urchasing ag ent o f go l d , nam e ly , the 

t rather than innumerable import e rs . In addition , 

nt on to say, a law wh i ch did not allow import duti e s 

d •th Treasury notes wo ul d form a distinction 

t pap r dollar and the metallic dollar : "I am 

1 I p. 38 6 7 . 
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unwillin g f or this Government to admit that any dollar is 

more ac ce p t a ble to th e Government than th e dollar which the 

Govern men t i ts el f i ss ueso " 1 He added that when each dollar , 

go ld , s i lv e r , or p ap er is e qual to each other , then "let us 

h av e as ma ny a s we c a n ... 2 

en a to r Bl aine of Maine charged Bayard ' s proposed 

a en dm nt as b ein g a p rovision that would "muddle the cur-

r ency . ,3 s th e le ga l-ten d er s were pai d into th e Trea sury , 

t e ould still r et a in t h eir leg al tender qua l ities, he 

con ti nued , thus giv in g th e c ountry t wo kinds of circulating 

pap r cu r e ncy . o r eover, h ow woul d it be possibl e f or th e 

b n k s , h a s k e d , t o re d e em t h e i r n o t e s s i n c e t h e n e w T-r e as u r y 

notes probab y c ould n't be u s e d to redeem them? Wi th the 

n t of Hill , h e p ro t e s te d , gol d would never be allowed 

t r h t Tre asury. He c onten d ed that the entire financial 

situa ion in regard to r e s ump tion of s p eci e p ayments had 

b 

c • 

ng 

i 0 

u ly chang e d by th e p a s sa g e of th e Bland-Allison 

a·n stated that a t that time, no person would be 

o xchange a pap er dol l ar for a silver dollar exc ept 

ainta i ned t ha t it wou ld be p ossibl e to begin 

2 p. 3867 . 

3 i 
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immediate resumption of sp e c ie pa yment with $10 , 000 , 000 of 

silver. He argu e d that it would ma ke no diff e renc e wheth e r 

or not contraction were e ff e cted because it was impossibl e 

to begin r esu mptio n of specie p ayment s in J anuary o f 1879. 

He added that if th e bill would g ive " co ntent to aeyun e asy 

souls bet een the oc e ans, why n ot g iv e it to th em?"l Blain e 

ent on to say that wh en silv e r wo ul d be releas ed, who e ver 

o d a debt in coi n would naturally pa y it with silver , 

th s putting the country on a silver basi s . He said that 

a f e days prior , Secret ary of th e Treasury Sherman had 

rel as 10 , 000 in silver dollars in New York and the 

silv as a 1 back in the subtreasury the next day as 

pay nt on import duti e s. There for e, i f s ilver were rel e ase d , 

Bl n add it oul d imm e diat ely st op gold fr om coming into 

tb T s ry. 

n t t 

st d 

n tor 

c rrency 

orrill of Vermont argu e d that wh ether or 

as contracted did mak e a d i fferenc e. He 

v n if resumption of sp ecie payment s was 

t d 'th silver, an ampl e res e rv e wou ld be nec e ssary . 

s 0 g 

0 

o ha 

r fuse to acc ept silv e r for redemption, 

course , there would be enough silver: 

m nt the conv iction rests up on the p eopl e 

nothing better tha n silver , then it will 

L_.l!. p 3 68 . 
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be necessary that we shall hav e a su i tab le quant i ty of i t 

in ord er to make r e sumption possibl e e v e n in silv e r 
tf 1 

• 0 • 

The bill was passed by th e Senat e th e sam e day on 

hich it as submitted for consideration with a v ot e of 4 1 

yeas and 18 nays. 
11 am e n dm en ts we re r e j ect ed . Thus th e 

contro ersy on whether or not l e ga l -t en de rs could be r ei ssued 

after they had been pa i d into th e Treasury and r ede eme d , was 

one e an d for al l sett l e d . 

In 18 78, unrest throughout th e cou ntry ov e r the cur-

r ncy con inued . Th e Nat ion a l Gr eenback party ex i st e d st i ll . 

I n gen a , it still clamored for the r ep eal of th e r e su mp-

t. The part y d e ma nded that a l l debts , both p ublic 

and pr at sh uld be payab le in l e ga l -tend e rs . Als o, th e 

s bst ut·on of greenbacks for national bank - notes was 

d d . Esp cia ly did the p arty demand the d i sc on tinuanc e 

0 

r 

in 

i 

of any furth er Governme nt bonds . Th e Miss our i 

party d and e d that t h e bonds be paid immedi a t ely 

ut money " until l iqui d at e d , and if th e bon dh ol ders 

ac e t lega l- te nd e rs in pa yme n t , the Gov e rnme nt 

n th•s ney to the p eople at a 2 per cent rate 

1 b · " 2 Th st t ' afford re ief to the a or1ng man. e 

backers also called f or an income tax on " a l l 

t n s nnual Cyc l oped ia , XVIII , 577-78 . 
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descriptions of prop erty, rights , credits and e ffec t ~ f and 

all kinds of incomes, annuities, and gains by interest, dis­

counts or otherwise , a s the only ju st and economical mod e 

of levying taxes exempting from income tax all products Qf 

trade, earnings of labor , wag es, rents , and annuiti e s to 

the a ount of $1 , 000 for each person o1 It str e ssed that 

stocks an d bon d s should not be ex empt from taxat i on o Th e 

Ind'an Gr enbackers d emanded that the Government should 

us e fun ds h oa r d e d for resumptio n of sp e c ie pa yment to buy 

th on d d in d ebtedness, and that ad ditiona l p ap e r money 

2 s ou ld be i ss ed for that purp ose o The Illinois Greenback 

pI at o ca l e d f or the issue of at least $400 , 000,000 i n 

g s . ls o , ma ny of the Greenbacker s ca lled f or th e 

1 co in ag e of s ilver . 

D mo ratic s tate p arty platform s , in dealing with 

nc a s ituation , often t ook a s imilar stand as that 

0 t r n ac rs, e s pecially th e western Democratso The 

f th r s ump tion act was demand e d ; the subs titution 

ks f or national bank-notes was also demand e d ; 

r 

0 g n 

t t ca d f or unre s tricted coinag e of silver ; the 

1 ' d . 

2r d , p . 442 . 

3.L._Q_., p . 43 - 3 2. 
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payment of all d ebt s , both pu blic an d pr ivate was d eman d e d o 

A 1 so , i t w a s s t at e d t h at o n 1 y t h e f e 'd e r a 1 Govern men t s h o u 1 d 

issue currency . 

I n general , th e Re p ublican party recognized the 

gold and s ilver valu e a nd r e c ommen de d a c u rr en c y that could 

be con erted into coin . Th e Illinois , Indiana , and Kansas 

platfor s call e d for the payme n t o f import duties in coin . 

Th ansas convention d em and e d the subst itution of legal~ 

tenders for national bank-notes . It add e d that e nou gh 

e bac s sh uld be kept af loat , followi n g the l aw of s upply 

nd d 1 

s the day f or resump tion of speci e payment s neare d , 

c rt ·n dtff · cult ies faced Secretary Sh e rman . The Hous e 

c 

a 

s c tro 1 d by a De moc ratic ma jo rity , and the Republ icans 

d o o f the Sen ate with a plura lit y of six . Th e 

g1tation in the c ountry against the act itself was 

is dvantag e. Th e p opularity of the gr ee nback 

r as · ng d e ma nd for silv e r coinage in the United 

ar ·ng to for e ign inve st o rs . Bristow had not 

any gold reserv e f or the p urp o s e of r e sump tion of 

nts b e caus e he d isapproved of the lo ss of interest 

5 lt.2 Th e gold supply in the co untry outside 

atfor s ay be fou n d in Appl eton' s An nual 
I 

ey, Fi n a nc ia H i story~ the Un ited 
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the Treasury was only $100,000,000, and it was evident that 

United tates would hav e to d e pend on accumulating go ld fr9m 

Europe hich was also attempting to accumulate gold for the 

same purpose.
1 

However, as luck would have it, the tide of 

good fortune turn e d in time for the United States. A record 

gra1n crop in the country in 1878 was accompani e d by a crop 

failu e n Europe that same year; the entire crop production 

of urop d ecreased 15 per c ent from the average of the pre­

c e d" g thr e years. 2 In addition , there was a great revival 

oft ad and industry in this country , and the balance of 

t a a e favorab le, thus turnin g a tide of gold toward us. 

t 

f 

ac 

s 

p 

In addit ion to th e favorab le economic conditions of 

cou t y, probab ly an eq ually important factor was the 

anagement o f Secretary Sherman. He was able to 

t th ro gh the sa le of bon ds , $95,500,000 and through 

r n e from time to time, making the aggregate of 

8 , 804.50 in coin for the day of resumption of speci e 

ts. On D c mber 17 , 1878 , paper currency touched par 

old, and on the dat e fix e d resumption of specie pay-

s q · t y effected . 

on c. Barrett, The Greenbacks and Resumption of 
n s , 862-18 79, pp. 200- 201. 

~----

r 

0 • cit. , p . 55 . 

---
Bo les , The Fin an cia l History of the 
-1885 , p . 55 . 



CHAPTER V 

CONCLUSION 

Th s t r u gg le over the currency qu estion from 1873 

to 1879 re a l ed a g reat diversity in opinion as to how 

th f·na ncial s i tuat ion sh oul d be solved o It has been the 

a of th inv e stiga tor t o d i s cover wh et h e r or not c ert ain 

pri c· 1 s of f inanc e were a dvocated by specific secti on s 

0 

T 

su 

country o r s upp orte d by p articular p o litical parti eso 

·n qu st io ns incl ud e d t h e effect of inflation on 

spec ie pa yment as to how and wh en r e sumptio n 

ceo plish e d an d the importance of inflation to 

t of busi ne ss inte r est s . 

sp cia ly in the d ebates over the Inflation bill 

o 874 , s ct · ona ism in r e ga r d to the currency was shown o 

t 

d 

d on y principle was d efende d in the East sinc e that 

s, n genera l, th e cre d itor section o It was argued 

por nee of a g o l d ba s i s for the currency was 

n 

b and that infl ation o f the paper currency would 

ostpone th pr omi s e d d ay of resumption of speci e 

Th Easterners c onten d e d that the legal-tenders 

sort of f o rc e d lo a n by t he Government during th e 

s of the ar a nd th a t the "faith of the nation" 

n r pt i on of sp e c ie p ayment which had been 

88 
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solemnly pl e dg e d by th e Governm en t o The de pre ssion had been 

caus e d , they argued , not from the want of additional paper 

currency but from th e fluctuating currency which had 

destroy d co nfide n c eo In ad dition, it was argu e d that a 

gold c rrency ~as necessary b e cause of its intrinsic value 

and b ca se gold had always been acc epted by civilized 

a 

th 

c 

c 

d 

ions, t maintain the financia l p restige of the Govern-

t 

ou 

r 

0 th other hand , the d ebtor sectionsv the We st and 

h champ ioned the caus e of the in flat ion of the 

y. T y contended that the 1 ac k of c i rc u 1 at in g 

y h d para yz e d trade and industry an d that only an 

in t e volum e o f the cur rency co ul d r elieve th_i s 

ncy. The refusa l of Congress to allow further 

of ga -tenders , it was arg ue d , would be to 

1 r 

s 

btor and to enrich the cr editor. No party 

d in the voting in Congre ss on this 

su pt · on act itse l f indicated sectional 

on t e currency question . It will be recalled 

had be n agr e ed upon in a cau cus of t h e out-

ongress before its pres entation for con-
1 . n 

ss ion of whether or not the legal-

b issued after th ey had been redeemed , 
1 r 

vid*ng for th e contract io n o f greenbacks 
n p 



as ne bank-notes wer e issued , and the fixi ng o f a day , 

so e bat remote , for the resumpti on of speci e paymen t y 

90 

ould indicate that the bill had bee n c ontrived to pr e s erve 

party unity . I n deed its vagueness l e ft the measure expos ed 

to a ious shad es of interpretati o n G Th e Democrats voted 

so d y against it in both Houses ; ther e would have been 

itt r ason for their allowing such an ambigious bill to 

pass , ro ast rn or western standpoi nt. Th e state party 

platfo s of three years subsequent to th e passage of the 

res t·on act , continued to follow party lines o P robably 

th 

0 

0 

t 

a 

t 

s 

· tion of the Republican fi n ancial sch eme was 

r in the West than in the East o Th e Gr eenback 

t ough originally a labor movement o f the East , 

f'n'te prominenc e in the We st by 1878o 

D sp 't the turbulence and d emands f o r its rep e al , 

t'on act continued to stand as the date s et for 

a 

pt 'on of speci e payment near e d . Th e c onver si on 

balance of trade into that of favorab le 

prosp erity abolished unfortun ate difficulti es 

ld have been encountered . It app ea red 

oney faction had been victoriousy so en ded 

n po 
a struggle over resumption of speci e pay-
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