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This book began as an attempt to understand the ideology of the late-
nineteenth-century Americans who built industrial America. Many, I knew,
had been enthusiastic supporters of the Republican party during the Civil
War. How could people who had worked to save the nation and end slavery
later seem to put their fortunes ahead of their country and humanity? Their
memoirs and letters were not much help in answering that question. It was
not until close to the turn of the century that these rich and powerful men
either argued confidently that the stratification of wealth served the public
good or recognized any impropriety in their government dealings. In the
immediate postwar decades, they seemed to be bewildered by attacks and
defended themselves in an almost pathetic way as good Americans doing
what they were supposed to do. Gradually I found myself pulled back in time:
to understand the Gilded Age, I came to realize, required understanding
wartime Republicanism. And in the pages of the Congressional Globe for the
years 1861-1865 1 saw the construction of both a world view and a newly
active national government designed to promote that view. The ambitious
vision of wartime Republicans and the extraordinary institutional develop-
ment that followed from it would determine the course of the United States
for at least half a century.

This is the story of how those men who controlled the North during the
Civil War tried to shape the postwar world as they struggled to defeat the
South. It tells that story largely from their perspective while calling attention
to the weaknesses of their vision. In the course of my research I found the
inevitable opportunists and corrupt dealers in the wartime Union, but I
gained enormous respect for men such as William Pitt Fessenden, who gave
his sons as well as his own health and peace of mind to the cause in which
he so passionately believed. Those like Fessenden, I am convinced, outnum-
bered and outweighed others in the wartime Union who acted solely for profit
rather than for what they believed to be the public good. The story of those
dedicated Republicans is a classical tragedy, since their vision for the Ameri-
can future contained the seeds of its own destruction.
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In the years that this book took shape I incurred many debts. Whatever errors
and omissions remain are certainly my responsibility, since the generous help
of so many good people should have removed them all. David Herbert
Donald and William E. Gienapp advised the dissertation on which this book
is based. I am grateful not only for their substantive contributions, but also
for their unflagging patience and good humor.

For their careful reading of the manuscript and comments and suggestions
for its improvement, I thank Tyler Anbinder, Donna Bouvier, Thomas Brown,
Douglas Forsyth, Richard R. John, Pauline Maier, Peter Temin, Merritt Roe
Smith, Michael Vorenberg, and Grace Won. The bibliographical essay bene-
fited from the aid of Stephen Chen. Many other friends and colleagues offered
insights on this project, including Kim Lamp Acworth, Richard Bennett,
Caroline Castiglione, Rebecca D. Larson, Robert Martinez, David M. Osher,
and Mary Foster Peabody. For their hospitality when manuscript sources
took me to their cities, I am grateful to Felicia Eckstein Lipson, John Loiselle,
Christine Reuther, and Nancy White.

I would like to thank Peter T. Harstad and the Indiana Historical Society
for awarding me a research fellowship in 1988. Peter Parish, the Institute of
United States Studies, and the Institute for Historical Research, all at Univer-
sity College, London, welcomed me in 1990-1991 when I was finishing my
dissertation, and I thank them for their kindness.

Of the many excellent librarians and archivists who helped me find my
way through manuscripts and libraries, Fred Bauman at the Library of Con-
gress manuscript reading room, Radames Suarez at the New York Public
Library, and Linda Stanley at the Historical Society of Pennsylvania were
especially helpful. I owe an enormous debt to all of the people at the Gov-
ernment Documents Division of the Harvard University Library system, par-
ticularly David Paul, Stephen W. Tanner, and John Collins.

I would like to offer special thanks to Karin Daley, who has kept my home
fires burning with such devotion that I have been able—sometimes, anyway—
to turn my attention elsewhere.

My greatest debt is to my husband, Michael R. Pontrelli, for always asking
one more question and never accepting an easy answer.



If the Republican party of this nation shall
ever have the national house entrusted to its
keeping, it will be the duty of that party to
attend to all the affairs of national house-
keeping. Whatever matters of importance
may come up, whatever difficulties may arise
in the way of its administration of the govern-
ment, that party will then have to attend to.
It will then be compelled to attend to other
questions, besides this question which now
assumes an overwhelming importance—the

question of Slavery.

—Abrabam Lincoln, March 6, 1860




A Note on Quotations

Throughout this work I have corrected spellings

and have replaced the ubiquitous ampersand with “and.”
Nowhere have I added emphases; all italics are in the
original documents.



Introduction

With all its faults and errors, this has been a great and self-sac-
rificing Congress. If the rebellion should be crushed, Congress will
have crushed it. We have assumed terrible responsibilities, placed
powers in the hands of the government possessed by none other
on earth short of a despotism, borne contumely and reproach,
taken the sins of others upon ourselves and forborne deserved pun-
ishment of flagrant offenses for the public good, and suffered
abuse for our forbearance. Well, future times will comprehend our
motives and all we have done and suffered.

—William Pitt Fessenden, 1863

During the Civil War, Republicans transformed the United States. In
1860, Northerners lived east of Kansas Territory or tried their for-
tunes on the remote Pacific Coast; small businessmen provided goods
and services for their local areas; low tariffs illustrated America’s
commitment to agriculture. Hopes and loyalties, as well as local
investments and state currency, tied individuals to their respective
states rather than to the nation. The national government did little
to merit the interest that citizens devoted to their local concerns.
When Lincoln took office, the nation’s army had fewer than 16,000
men, and the new president’s first report from the Treasury listed only
four sources of income. The national government did little more
than deliver the mail, collect tariffs, and oversee foreign affairs. By
the time of Appomattox, the world had changed. Northerners were
poised to spread across the continent on a transcontinental railroad;
businesses had begun to operate on a national scale; and high tariffs
bolstered Northern manufacturing. Individuals gave their allegiance
to a nation that not only held their investments, provided their cur-
rency, and promoted their economic welfare, but also claimed their
hopes and pride with its promise to become “the greatest nation of
the earth.”” A strong central government dominated the postwar
nation. It boasted a military of over a million men; it carried a national
debt of over $2.5 billion; and it collected an array of new internal
taxes, provided a national currency, distributed public lands, char-
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tered corporations, and enforced the freedom of former slaves within
state borders.

Although forced by the war, these changes were not haphazard. The
members of the Republican party who controlled the Union during
the Civil War worked consciously to create a new nation, both on the
battlefields, where they insured the survival of their new country, and
in the halls of Congress, where they constructed the framework for
the postwar era. The Republicans acted on a belief that the United
States could become the wealthiest, strongest, and most egalitarian
nation on earth. Surprised when they found themselves in such a
bloody war, they quickly understood that the war years would both
compel and enable them to pass sweeping novel legislation to bring
their optimistic vision of the nation’s future to life. Ultimately, how-
ever, these revolutionary efforts crushed their dream under the tumul-
tuous new world of the Gilded Age. How the Republicans tried and
failed to usher in a millennium for America is the subject of this book.

Civil War Republicans were members of a new political party that
had coalesced around the issue of the spread of slavery into the
national territories after the passage of the Kansas-Nebraska Act in
1854. The fear that an aggressive Slave Power would dominate the
developing western lands and eventually the whole North, undermin-
ing the North’s distinctive political economy of free labor, brought
together old Whigs, nativists, many Northern Democrats, and aboli-
tionists. With regional emphases on different prospective policies,
Republicans at the time of the election of 1860 had articulated as a
national policy little but an opposition to the extension of slavery.

While they had not agreed on a legislative plan for the nation,
Republicans did share a world view that they had inherited from the
rural antebellum world of farming and small towns from which most
of them had come. Having seen their communities develop from
agricultural beginnings, party members believed that God had given
man the ability to create value with the labor of his hands. Every
individual could thus build capital, which would accumulate faster
than it was consumed. The resulting national prosperity would guar-
antee that the American standard of living would always increase,
making the United States the envy of the world.? In their optimistic
conception of economic development, all elements in society would
work together to increase individual and national wealth, so long as
no one monopolized money or power. The belief that workers would
create an ever-increasing spiral of prosperity inclined many (though
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not all) Republicans to favor governmental intervention in the econ-
omy to accelerate labor’s development of the nation.

Their lack of a national policy platform and general belief in free
labor did not mean that Republicans were indistinguishable from
Northern Democrats, many of whom also disliked slavery. Despite
their shared belief in free labor, Northern Democrats tended to follow
their ideas to quite different conclusions than their opponents. Many
Democrats, especially those with immigrant constituencies, recog-
nized the limitations on upward mobility. They disagreed with the
Republican belief in a harmony of all interests, arguing that individ-
ual self-interest led to conflicts in society that pitted labor against
capital. Democrats tended to adhere to a strict construction of the
Constitution and to oppose government intervention in the economy
out of a conviction that any increase in government activity would
create monopolies of power and wealth that would further entrench
a wealthy aristocracy and destroy individual liberties.?

Rather loose antebellum Republican and Democratic leanings prob-
ably would not have made much difference in the course of the
nation’s development had it not been for the outbreak of war between
the North and the South in April 1861. When Southern Democrats
gave their determined farewell speeches and left their congressional
seats and administrative posts, they surrendered control of America’s
government to their opponents. Left behind with poor leadership and
in the unenviable position of having to choose between supporting an
opposition government or opposing the war, Northern Democrats
undermined their influence by clinging to a belief in state sovereignty
and a strict understanding of the powers of the national government
under the Constitution, which, if accepted, would have meant the
dismemberment of the nation. As Democrats condemned increasingly
far-reaching Republican legislation as revolutionary and abhorrent,
they retreated into harsh racism and strident states’ rights rhetoric,
attacking the Republicans as rich capitalists bent on destroying labor
while exploiting the tyrannical government they had built. Alienating
moderates with their inflammatory language and tactics of obstruc-
tion, Democrats were never able to challenge national Republican
policies effectively.

As the dominant party in the North, the Republicans had a unique
opportunity to direct the nation for four years with virtually no
opposition. Congressmen listened to the opinions of their constituents
and translated their needs and desires into law.* They did so with
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impunity, convinced that Democratic criticisms of their measures were
tainted by a desire for Southern victory, and that occasional protests
from agricultural districts were incited by traitorous Democrats. So
the Republicans, largely alone, changed the nation during the war.
They did so by enacting laws shaping each segment of society to their
own plan, and, ultimately, by establishing the pattern and scope of
the federal government’s involvement in society for the rest of the
century.

Historians who have examined the political and economic develop-
ments of the war years disagree about both the causes and the conse-
quences of the changes wrought by the Republican wartime
Congresses. Scholars in the Progressive Era argued that the wartime
government was dominated by capitalist interests, which worked in
tandem with Radical Republicans to guarantee a laissez-faire postwar
government that would permit business and industry to crush labor
and farming interests. A revision of this interpretation began in the
1950s. Quantitative studies indicated no deliberate wartime combi-
nation of radicals and industrialists; analyses of congressional voting
showed little correlation between economic and social issues. Sub-
sequent studies of postwar legislation revealed no unity among Re-
publicans on postwar economic issues. While they effectively coun-
tered the old interpretation of the aims of the wartime legislators,
these studies, which tended to concentrate on discrete postwar issues
rather than wartime domestic policies generally, suggested that war-
time laws represented a haphazard reaction to wartime conditions,
and offered no new interpretation of the war years as a whole. In
1968, Leonard P. Curry addressed this gap when he examined the
domestic legislative activity of the Thirty-seventh Congress (1861-
1863) in his Blueprint for Modern America; but, with this exception,
the economic policies of the war years have received no comprehen-
sive treatment since the early twentieth century.’

Instead of concentrating on the war years, historians since the
1970s have offered explanations of mid-nineteenth-century Republi-
can behavior by examining the ideological roots of the party. In
1970, Eric Foner’s pathbreaking book Free Soil, Free Labor, Free Men
launched a new debate by arguing that Republican party unity sprang
from a commitment to the economic and social world engendered in
the concept of free labor. Responses to this work emphasized the
power of different elements and ideas in the Republican coalition,
explored the importance of the breakdown of the party system in the



Introduction =« 5

1850s, and outlined the chronological formation of the antebellum
Republican organization. With the exception of Gabor S. Boritt’s
portrait of the president in Lincoln and the Economics of the Ameri-
can Dream (1978), however, those examining the importance of the
free labor ideology did not venture into the war years.

Yet it was during the war that the Republican party changed the
nation, and it did so according to a set of ideas revealed by party
members’ extensive economic legislation. In order to wage a war
requiring millions of dollars a day and hundreds of thousands of men
on the battlefields, Republicans were forced to create a sweeping new
system of domestic legislation. Beginning in July 1861, when party
members passed novel revenue and confiscation laws, through the
passage of the Thirteenth Amendment in 18635, the Republicans tai-
lored fundamentally important national legislation in accordance with
their economic beliefs. As they did so, they articulated a new national
policy that altered the course of the nation.

Wartime Republicans began their congressional activities convinced
that all Northerners would support what party leaders defined as the
national good, especially in the face of the South’s frightening chal-
lenge to the integrity of the Union. Their initial belief in a harmony
of interest between capitalists and government quickly broke down,
however, when bankers refused to provide money on the terms the
government wished. Revising their belief in a harmony of economic
interests, Republicans deliberately turned away from bankers and
placed the financial security of the Union in the hands of individual
Americans by selling bonds to the public, revamping the national
banking system, and instituting broad-based domestic taxes. Fitting
nicely with the idea that individual wealth would benefit all, this
change then required that national legislation promote individual
prosperity so that the public could meet its new obligations. Repub-
licans ultimately designed agricultural policies, transcontinental rail-
road legislation, and eventually even the Thirteenth Amendment, to
foster a wealthy populace and a strong nation.

The Civil War forced Republicans to test their ideas about the way
the economy and society worked, and changed their traditional un-
derstanding of the role government should play in economic growth.
As they struggled to pay for an extraordinarily expensive war, the
Republicans began to extend the government’s reach throughout the
economy. Increasingly confident of the government’s authority to pro-
mote growth, party members speaking for different factions and in-
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terests promoted measures designed to benefit their constituents. Ul-
timately, they channelled wartime and regional pressures into a set of
domestic policies that reflected initial Republican economic beliefs
and increasingly strengthened some aspects of the national govern-
ment while leaving others untouched. Wartime domestic legislation
established a firm precedent that the American government could
promote development in all sectors of the economy, but the Republi-
cans created no corresponding government role in the regulation of
large interest groups or the protection of economically disadvantaged
segments of the population.’

Republican politicians had neither a static world view nor simple
political aims; they shaped legislation according to their evolving
ideas, a need to accommodate constituents, and inevitable compro-
mises with other party members. Republican beliefs were not mono-
lithic; divisions within the party were dynamic factors in the construc-
tion of both policies and ideas. Although Republicans shared a general
economic belief based on the idea that labor created value, they rarely
enjoyed unanimous support for party measures. They clashed con-
stantly over personal, regional, and factional differences; and Demo-
cratic opposition, despite its inability to thwart Republican measures
completely, often altered legislation. In short, there was seldom a
direct line from theory to legislation; rather, a variety of factors
usually affected the final version of Republican policy. At the same
time that various Republican tendencies shaped policies, laws them-
selves changed the way party members thought. Each new law seemed
to provide more latitude for later initiatives even as it created unan-
ticipated problems which demanded that party members revise their
theories.

Although circumstances made Republicans refine their economic
ideas and drastically changed the way they approached the world,
their basic premises remained intact. Forced by the war to legislate
on a wide range of economic issues, the Republicans nonetheless
always passed legislation that reflected a general vision of universal
harmony and a determination to foster economic progress. They
refused to recognize that their vision might be wrong or incomplete; as
a result, their increasingly sweeping legislation often had unexpected
results. The Republicans’ self-righteous determination that they were
correct helped to cause the breakdown of their vision in the post-
war years.

Civil War Republicans were neither great capitalists bent on ad-
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vancing the interests of northeastern business nor befuddled combat-
ants reacting haphazardly to the events of the war. Rather, Republi-
cans tried to create an activist government that encouraged the pros-
perity of all sectors of the economy; that balanced the needs of each
region of the country; that consolidated the government without
destroying the states; that freed the slaves without infantilizing them;
that was innovative without undermining the Constitution. Using the
government to develop the country by placing land in the hands of
free individuals and educating farmers, by building railroads to trans-
port emigrants and crops, and by increasing tariffs to nurture industry
seemed to party members a way to make America a prosperous nation
of small producers while they fought a desperate civil war to guaran-
tee that their plan would be unchallenged. But the Republicans’ ac-
tions undermined their goals and obscured their vision. In their sin-
gle-minded dedication to their world view, unable to recognize the
implications of their own legislation, wartime Republicans paved the
way for the transformation of their party from one dedicated to labor
and reform to one unabashedly advancing big business. Trying to
recreate a more extensive and prosperous version of the antebellum
world of independent individuals from which they came, the Repub-
licans instead set the stage for an entirely new, industrial America.



1 “The Cares of Your Country
Are a Paramount Duty’s
The Republicans in 1861

The attention of the world is naturally turned to the exciting
scenes which are being enacted, and are expected to be enacted by
the hosts of armed men now confronting each other. But war is in
its nature temporary . . . The civil transactions . . . at Washington
will make their impression upon ages to come, when the battles
on the Potomac and Tennessee will be regarded as mere accidents
in history.

—Montreal Herald, 1862

Responding to Lincoln’s call for a special session of Congress, the men
who were to create the nation’s economic legislation during the Civil
War convened in the hot, humid city of Washington on July 4, 1861.
They were not the first arrivals who would be important for wartime
economic policy. The President himself had been in the White House
for four months, and although his attention would be focused almost
exclusively on military matters during the war, his influence often
added momentum to his party’s economic measures. Lincoln’s new
Secretary of the Treasury, Salmon P. Chase, had also been in Wash-
ington since March, arranging bank loans to fill the Union’s empty
war chest.

The city to which Republican congressmen came in the summer of
1861 was, a visitor from Maine recalled, “a squalid, unattractive, in-
sanitary country town infested by malaria, mosquitoes, cockroaches,
bed bugs, lice and outdoor backhouses . . . surface drainage, muddy
or dusty streets, . . . and no end of houses of ill-fame.” Congressmen
who would soon legislate over the nation’s finances and economic
development crowded into the area northeast of Pennsylvania Avenue,
within sight of the construction on the unfinished Capitol. Here the
rooming houses stood clustered on the dirty streets, and entertainment
spots offered diversions for weary legislators. While still “ragged,”
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Washington had lost its habitual sleepiness in the summer of 1861.!
Republicans arriving in Washington entered a city already immersed
in war. “It is much like living in a military camp here,” wrote Vice-
President Hannibal Hamlin to his wife. “Troops are quartered every-
where in and around the city and more daily arriving . . . The roll of
the drum and the tramp of armed men, are in our ears all the time.”?

When the House and Senate convened, Republican congressmen
divided into several committees that directed economic legislation. In
the House, the Committee on Ways and Means controlled all financial
bills. Its chairman in the Thirty-Seventh Congress (1861-1863) was
Pennsylvania’s scowling, clubfooted Thaddeus Stevens. The House’s
undisputed leader, as one man called him, Stevens “ruled in grim and
relentless mastery.”* Authoritative on all economic affairs, he control-
led tax debates, railroad laws, and currency issues. Stevens spoke well
and easily with a keen wit, which he often turned mercilessly on his
opponents. Ruthless in political debates, he was often kind, charita-
ble, and lavish to a fault when approached by the needy or oppressed.
In Congress, he often defended the interests of the poor.*

Stevens’s second on the committee was his friend Justin Smith
Morrill of Vermont. A blacksmith’s son who had made a small for-
tune in business, Morrill was the acknowledged expert on tariff mat-
ters throughout the war and a pivotal figure in the development of
tax legislation. A Whig before he became a Republican, Morrill be-
lieved strongly that a system of protective tariffs would enrich the
nation. The intimacy of the friendship between Morrill and Stevens
was legendary. The bachelor Stevens would often play with Morrill’s
young son during House sessions, raising the boy’s hand during roll
call votes. In the Thirty-Eighth Congress (1863-1865), Morrill re-
placed Stevens as the chairman of the committee.’

Two other Republican members of the Ways and Means Committee
concerned themselves primarily with banking legislation. The first was
wealthy Boston financier Samuel Hooper. Hooper and his friends,
who were among the first large purchasers of government war bonds,
invested almost $1.5 million in government securities in April 1861.
The second Republican banking authority on the committee was New
York’s Elbridge G. Spaulding. As a young lawyer, Spaulding had
married a banker’s daughter and shortly thereafter began a banking
career in Buffalo. In the Thirty-Seventh Congress, he would help to
develop key currency legislation.®

Another Republican on the committee who contributed materially
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to economic legislation was Ohio’s Vermont-born Valentine B. Hor-
ton. A Western representative with Eastern ties, Horton brought to
the committee a broad perspective on economic issues. Speaking as a
Westerner in congressional debates, his justification of financial meas-
ures carried weight with other Westerners who had qualms about bills
in question.

The Senate Committee on Finance paralleled the House Ways and
Means Committee. Its powerful chairman was Maine’s William Pitt
Fessenden. A man “of majesty in . . . figure and brow” with “integrity
perfect,” as a colleague remembered him, the acerbic Fessenden domi-
nated Senate debate with strong, well-reasoned speeches. Despite his
short temper and obvious exasperation with those who challenged his
measures, he commanded great respect in both Congress and the
White House. Frequent personnel changes in the committee gave
Fessenden extraordinary influence as its driving force.”

The only man who rivaled Fessenden’s power in the Finance Com-
mittee was Ohio’s John Sherman, who was to replace Fessenden as
committee chairman in 1864. With a broad forehead, high cheek-
bones, and piercing eyes, Sherman looked much like his older brother,
William Tecumseh Sherman. Although placed on the committee as a
junior member, Senator Sherman quickly became instrumental in the
development of Union financial policy. He enjoyed the friendship of
both the Secretary of the Treasury and Jay Cooke, a financier who
would be critical to the Union finances.

The Senate initially placed Rhode Island’s James F. Simmons on the
Senate Finance Committee as its second most experienced member. A
Providence cotton trader who had, in years past, chaired the Senate
Committee on Manufacturing, Simmons’s tenure on the wartime Fi-
nance Committee was short. He resigned from the Senate in 1862
under a cloud of disapprobation for his involvement in a corrupt deal
regarding wartime supplies to the government, but not before he
had helped to commit the Republican party to a novel system of
income taxes.

When Simmons resigned, Fessenden secured the vacated seat on the
Finance Committee for his friend Jacob Collamer of Vermont. A
colleague described the former judge simply as “a wise man.” He was
also “conservative in his nature, [and] he was sure to advise against
rashness,” a tendency that led him to oppose important banking and
currency measures. Collamer’s conservatism came from his unwilling-
ness to let expediency bend principles: years before, as a judge, he had
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defended the right of freedom of speech “even if the disruption of the
Union was being plotted.” The Vermont man served on the Finance
Committee only during the third session of the Thirty-Seventh Con-
gress, for in 1863, congressmen angry at his continual opposition to
proposed measures ousted him from it.?

Timothy Otis Howe of Wisconsin stayed on the Finance Commit-
tee throughout the war. Although a native of Maine, Howe joined
Sherman in providing a crucially important Western voice on the
committee.

While members of the House Ways and Means Committee and of
the Senate Finance Committee developed financial legislation, mem-
bers of other committees controlled agricultural and railroad bills. In
the Thirty-Seventh Congress, Owen Lovejoy of Illinois chaired the
House Committee on Agriculture and sat on the Committee on Ter-
ritories. Famous as the brother of an abolitionist editor murdered at
the hands of a proslavery mob, the minister Lovejoy’s fortunes grew
with his fame as an abolitionist. A native of Maine’s poor agricultural
region, Lovejoy was also a dedicated farmer and the prime advocate
of key agricultural legislation.

The House Committee on Agriculture worked closely with the
House Committee on Public Lands, which Wisconsin’s John Fox
Potter chaired. Like Lovejoy, Potter had emigrated to the West from
a town in Maine’s agricultural region. Their hometowns were near
each other, and it is entirely possible that the two men had heard of
each other, or even met, before they struck out for the West.?

Lovejoy and Potter found their work easier because the Speaker of
the Thirty-Seventh Congress, Galusha A. Grow, strongly supported
agricultural legislation. Grow’s father had died when the boy was four,
leaving six children and little to support them. After living with her
father for seven years, Grow’s mother took her family West, where it
prospered on a farm. Convinced that cheap Western land would help
others as it had him, Grow became, as his biographers called him,
“the father of the Homestead Law.”1°

Congress passed its most important agricultural measures in 1862,
but until 1863, when the Senate created the Committee on Agriculture
with John Sherman at its head, no one Senate committee had juris-
diction over agricultural bills. At least one bill benefited from the
support of the chairman of the Committee on Territories, Ohio’s fierce
abolitionist Benjamin Franklin Wade. Like Grow, Wade knew the
benefits of Western migration. A rough, brash man, he came from a
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poor Massachusetts family that had moved West. Wade had worked
as a cattle drover and as a laborer on the Erie Canal before he
managed to study law and to enter politics."

No one of either party in either house ignored transcontinental
railroad legislation. In the Thirty-Seventh Congress, Pennsylvania’s
James H. Campbell led debate from his position as the head of the
House Committee on the Pacific Railroad. His Senate counterpart was
the hard-drinking California War Democrat James A. McDougall,
whose disastrous overland trip West from Illinois made him a staunch
advocate of a transcontinental railroad by almost killing him. Samuel
C. Pomeroy, representing the new state of Kansas, took the Republi-
can lead on the Senate Committee on the Pacific Railroad. A Massa-
chusetts native, Pomeroy had moved to Kansas, as he wrote, “to be
early upon the ground to occupy some of the best points upon the
‘Pacific R. Road’—which is destined to cross the Territory Some
where.” As a member of the Committee on Territories, Pomeroy’s
Kansas colleague, James H. Lane, also did all he could to help pro-
mote a railroad."

During the war, the Senate created a Select Committee on Slavery
and Freedmen and the House created a Select Committee on Eman-
cipation, but the radical antislavery men who chaired the committees,
Massachusetts senator Charles Sumner and Massachusetts repre-
sentative Thomas D. Eliot, often found themselves unable to press
their measures through Congress. Much of the Republicans’ wartime
legislation regarding slaves or freedmen, therefore, came from the
chairman of the Senate Judiciary Committee, Illinois senator Lyman
Trumbull. Trumbull’s previous position as a judge and his formative
experiences successfully challenging his conservative state’s toleration
of slavery helped him to develop moderate but effective antislavery
measures.'

Wartime economic debates among these men and their colleagues
tended to reveal three splits among Northern Republicans. The first
was the traditional tension between the old Northeastern states and
the less developed, Western ones. This schism manifested itself pri-
marily during currency and banking debates, although it also ap-
peared in debates of agricultural and railroad legislation. Easterners
tended to speak for the banking and industrial interests of their
developed regions, while congressmen from Ohio, Illinois, Indiana,
and Iowa often spoke for farming interests.

The split between the East and the West arose not only from
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different economic interests, but also from political jealousies and
cultural differences. Westerners complained that the East was indif-
ferent to the West, and they bitterly resented what they perceived as
slights. In Washington, Easterners formed a visible and powerful
clique against which Westerners fought. A jealous Western newspaper
correspondent complained that New England monopolized “every
thing worth having—eleven chairmanships of committees in the Sen-
ate, a Vice-Presidency, a Cabinet office, the highest foreign mission,
and two others of the first class, and a myriad of lesser appointments.”
Indeed, in a time when the mean length of service of a Northern
representative was only two and a half years, many of the Easterners
in Washington had served in previous Congresses long enough to hold
important positions by seniority. So complete did New England domi-
nation appear in the Senate that in 1863 Western congressmen pro-
tested strongly enough to force a Republican caucus to call for com-
mittee reorganization, but a New England man killed the accord in
the Senate.'

Equally galling to any Westerner trying to break a New England
phalanx must have been the close ties among Eastern delegations. Ver-
mont’s entire congressional delegation, for instance, had been friends
for years, while Maine’s delegation made Vermont’s look like a group
of strangers. As Westerners noted, by the end of 1862, five out of the
eight Maine representatives to Congress were from two families, one
led by Senator Lot Myrick Morrill and the other by Senator William
Pitt Fessenden. Westerners correctly assumed that such close ties made
these delegations work together. Even when not related by blood,
Easterners shared ties of education, business, and friendship, and they
often boarded together in Washington.'s

Related to this East-West tension was a less obvious one between
city and country. It showed up primarily in bond policy, as country
dwellers showed increasing prejudice against New York City, which,
a member of Lincoln’s Cabinet complained to his diary, “is . . . lep-
rous and rotten.” A city is a place, agreed a Republican from Iowa,
“where the masses climb in despair to garrets or go down to the
death-damps of cellars, struggling like a pitcher of tamed Egyptian
vipers each to get the head above the others.” Drawing on a long
heritage of American dislike of urban life, many Republicans, espe-
cially Westerners, did not trust cities, for they seemed to threaten the
existence of free, independent labor. “The tendency of city growth is
invariably to produce classes, and to widen the differences between
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those already existing,” explained the editor of the Chicago Tribune.
“In the country the equality of man is generally successfully main-
tained through a course of many years.”

The third split was one between the New England—influenced up-
per Northwest and the Southern-influenced lower Northwest. This
schism affected tax, tariff, and railroad legislation. The division cor-
responded to different settlement histories. The region known as the
upper Northwest—Wisconsin, Michigan, Minnesota and the upper
portions of Illinois and Indiana—had been settled primarily by emi-
grants from the Northeast, who had arrived after the opening of the
Erie Canal in 1825. When Democratic members of the Indiana legis-
lature suggested breaking the Northwest away from New England
during the war, a Republican newspaper editor called it “a terrible
mistake—a fatal mistake,” and explained: “scattered all through our
Western country—are thousands of New England families that look
fondly back on their old homes.” Several congressmen from the upper
Northwest had emigrated from the East and kept ties there from their
youths. In Washington, these emigrants often formed friendships with
Easterners."”

Easterners and Northwesterners formed a group against which
lower Northwesterners defined themselves. The portions of lower
Ohio, Indiana, Illinois, and Iowa that lay in the Ohio or Missouri
River valleys had been settled much earlier than the upper halves of
the states, primarily by Southerners. Together with those parts of
Missouri, Tennessee, and Kentucky that also lay in the valleys, these
areas formed a cohesive section that grew different crops, used differ-
ent political structures, and had a different culture than its Northern
neighbors. An Illinois representative maintained that men from this
region could be identified on sight. They had their own “tall, large-
boned . . . stature, figure, dress, manner, voice, and accent.” Men
from this area distinguished themselves from the hated Northerners,
who often poked fun at their backwoods lower Northwestern neigh-
bors. “I have an aversion to Yankees,” wrote a young lower North-
westerner, and his sentiments were not uncommon.'® Indiana novelist
Edward Eggleston later recalled how jealous he and his young friends
had been “that the manners, customs, thoughts, and feelings of New
England country people filled so large a place in books, while our life
[did not].” Partly in self-defense, the region had begun to develop its
own distinct literature, the “Cincinnati School.” During the war,
Democrats fueled this region’s antagonism to the East, and the lower
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Northwest’s frequent threats to secede from the Union and join the
Southern confederacy caused many Republicans great anxiety."

Despite the stresses within the party, experience, religion, and eco-
nomic theory joined to give most Republicans a general world view
that celebrated individual labor. In 1861, when congressmen from all
across the North traveled the hard roads to Washington, America was
still the land of the self-made man. In the 1840s and 1850s the
economy had expanded and flourished. Immigrants had poured in,
providing an extra labor force for the nation, and railroads had
steamed across the eastern half of the continent. The country had
grown, and new states entered the Union: Texas in 1845, Iowa in
1846, Wisconsin in 1848, California in 1850, Minnesota in 1858, and
Oregon in 1859. The opening of Western lands brought new oppor-
tunities for Easterners. On the frontier, “work and wit give quick
returns,” one man proclaimed. “I can say boldly and freely,” another
man wrote home on the back of one of his newly printed business
announcements, “I like the West . . .—I like the people—I like the go
ahead, enterprising spirit, and I . . . can do better, make more money
. .. here than in any New England town.”2°

Many of the Republicans who developed the economic legislation
of the Civil War years embodied the story of self-made success. During
the war, commentators made much of Lincoln’s rural boyhood and
eulogized him as a representative laboring man of the country, but
Lincoln was hardly unique. Treasury Secretary Chase could also claim
to have earned his own success. His father had died when the boy
was nine, leaving Chase’s mother with ten children. An uncle adopted
him, and Chase was supporting himself by the time he was sixteen.
He taught school until he passed the bar, then went West to seek his
fortune. He chose Cincinnati “chiefly because he believed that it
offered the largest opportunity for brains and ambition.”?!

Congress’s financial leaders claimed similar backgrounds. Thaddeus
Stevens’s father had been a shiftless shoemaker who abandoned his
wife and four sons. Thaddeus, crippled and sickly, managed to get a
college education before emigrating from Vermont to Pennsylvania.
He supported himself by teaching school until admitted to the bar.
Stevens quickly became a prosperous lawyer. Later in life he advised,
“Learn to rely through life upon your own unaided efforts.” William
Pitt Fessenden would have felt that he had worked hard for his success



16 « “The Cares of Your Country”

even if his difficult early days as a lawyer on the Maine frontier had
been easier. Fessenden’s father was a prominent lawyer, but he had
not married Fessenden’s mother. The senator carried the cross of
illegitimacy all his life.?

John Sherman had also made his own prosperity. His father died
when the boy was six, leaving eleven children. An uncle took John
for four years, until the pressures of the man’s own new family made
him unwelcome. He returned to his mother’s home at age twelve.
Three years later, he had become a superintending engineer at a river
improvement company and worried that “it depends upon my con-
duct whether I sink or swim live or die survive or perish.” In 1855,
when he was thirty-two, Sherman was sitting in the U.S. House of
Representatives and had presided over the first Republican convention
in Ohio.?

Many of the Republican congressmen had histories similar to those
of their financial leaders. Republicans in general, and perhaps con-
gressmen in particular, believed that individuals could make their own
successes. “A determined, persistent industry will secure your success
anywhere,” wrote Senator James W. Grimes, who had settled in a
frontier section of lowa only three years after the Indians had left.
“Without it,” he added, “no one can succeed.”*

Most of the Republican congressmen arriving in Washington in
1861 had made their own fortunes by their own efforts. They had
also watched their nation grow and, ignoring the contributions that
British capital had made to development, Republicans attributed this
growth solely to individual effort. “Labor has made this country what
itis,” Chase wrote. It was no surprise, then, that Republicans believed
labor generated economic development, and that it was the sole crea-
tor of value. Capital, Republicans believed, was simply the value of
accumulated unconsumed labor, or, in Lincoln’s words: “Capital is
only the fruit of labor, and could never have existed if labor had not
first existed.” In 1865, Republicans still stated axiomatically, “Labor
is the great source of national wealth.”? From the theory that the
amount of labor expended on a product creates its exchangeable value
came the ideas of economic individualism, free labor, and the progres-
sivism that marked Republican thought.

The belief in labor’s fundamental role in economic life, and there-
fore in society, arose from what seemed to be the inherent sense of
the proposition. In a nation with great resources that needed only
work to make them profitable, the idea that labor creates value
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seemed obvious. Most Americans survived by basic manual labor,
which brought products forth from nature; agriculture dominated
Northern society, and even most manufacturing simply processed
agricultural products. An individual’s efforts transformed untamed
nature into a salable product, seeming to illustrate that labor alone
added value to natural resources.?

One contemporary economist pointed out that the principles of
political economy and moral philosophy were “so closely analogous,
that almost every question in the one may be argued on grounds
belonging to the other”; indeed, Republican beliefs about labor also
had a religious basis. God had decreed that “in the sweat of thy face
shalt thou eat bread,” recalled one Republican newspaper editor, and
he wondered: “Does any body suppose he can circumvent an eternal
decree . . . ?” To work, he concluded, was the fate of mankind, and
“the great majority of the human race” would always “have to get
their living by bodily labor.” Despite the invention of labor-saving
devices and the increase of knowledge, the writer asserted that he
could not “conceive of a condition in which the greater portion would
not have to labor.” In his memoirs, one man recalled how this theory
was put into practice. In the days before the Civil War, he wrote, “the
strenuous and inexorable mandates of ‘Poor Richard’s Almanac’ were
virtuously and vigorously enforced and obeyed as if they were holy
Scripture, and when even young children learned by heart, with the
purpose of making them rules of conduct, such prudential maxims as
‘God helps them who helps themselves’; and “The sleeping fox catches
no poultry.””?

Republicans believed that God must have established humane laws
to govern human intercourse. God had given man the inherent ability
to survive by endowing him with the ability to work. The Creator had
also insured that the labor of each individual harmonized with the
efforts of everyone else, so that the struggle for survival would become
progressively easier. The editor of the Chicago Tribune mused that the
economist who discovered the primacy of labor “believed in God, and
the immutable laws of His creation, and he saw the senseless folly of
attempting to interfere with, or change them by human exactments.”
As the light of this economic theory dawned on Henry Carey Baird,
later a political economist in his own right, he wrote in the style of a
religious convert to an economist who expounded the labor theory,
describing with fervent ecstasy the gradual unfolding of his thought.
He now understood, he wrote, “that the Almighty in placing man
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upon the Earth had established laws for his movements as fixed and
unalterable as the laws which govern the movements of the planets.”
When mankind completely conformed to God’s laws, “a perfect har-
mony will exist in all the movements of man.” Just as Baird finished
writing, the arrival of the most violent thunderstorm he had ever
witnessed cemented his conviction that his ideas about labor illumi-
nated God’s plan.?®

America’s thriving economy strengthened Republicans’ simple faith
that a good God would not have created a world inadequate to supply
everyone’s needs. Democratic labor leaders turned to the theories of
Ricardo and Malthus, and to the history of England, to show that the
condition of workers steadily, if gradually, declines. Republicans re-
jected this miserable conclusion, perceiving that the propositions of
Ricardo and Malthus could only lead to a polarization of wealth and
inevitable economic class conflict. Labor must become either wealthier
or poorer, Republicans argued, and they pointed to high American
wages as proof that it was becoming richer.”

Economic writers bolstered the beliefs that Republicans brought
from their experience and religion. Political economy in the mid-nine-
teenth century was a much more accessible science than it became just
decades later, and most men were conversant with the leading eco-
nomic theories of the day. Newspaper editors frequently ran editorials
discussing how the economic world worked. Asking an economist
to explain his ideas, one writer revealed why he, and many other
nineteenth-century Americans, studied political economy so closely.
“Painting is well,” he wrote, “sculpture and poetry are well . . .—but
Political Economy is bread; and people must, first of all, be kept
alive.”? Essentially optimists, Republicans followed economic theo-
rists who emphasized the potential of society to create wealth and
prosper without creating a poor or downtrodden class. Because their
beliefs were founded primarily on their experience, the Republicans
had little problem with contradictions in economic texts. They simply
followed the specific aspects of economists’ work with which they
agreed.

The foundations of Republican political economic theory lay in
the work of Adam Smith. In The Wealth of Nations, party mem-
bers noted, Smith attacked the view “that wealth consisted solely of
money,” arguing instead that “the universal agent in the creation of
wealth is labor.” Smith’s concentration on the creation of new na-
tional wealth instead of the confiscation of existing foreign wealth
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described a world of potentially unlimited plenty. Like him, the Re-
publicans were optimistic about their world. Smith’s work had “con-
tributed more towards the happiness of man” than any legislators had
ever accomplished, the editor of the Chicago Tribune insisted.’!

Smith had introduced the idea of the primacy of labor; American
economic thinkers repeated and embellished it. First in the pantheon
of Republican economic heroes was Alexander Hamilton, who, in his
Report on Manufactures, wrote that “every fabric is worth intrinsi-
cally the price of the raw material and the expense of fabrication.”
Hamilton was “the greatest of all American statesmen,” one party
member insisted, and, wrote another, “the ablest practical financier
and economist that ever lived, certainly without a rival in this coun-
try.” The genius Hamilton “delved deep in the mines of perpetual
prosperity,” proclaimed one Republican congressman, and “he haunts
us yet with the maxims he has left.”3?

Although the labor theory of value underlay much of American
economic theory in the mid-nineteenth century, the Republicans pri-
marily followed two political economists, Francis Wayland and Henry
Charles Carey. Wayland’s easily read 1837 work, The Elements of
Political Economy, which was one of America’s most popular texts in
the 1840%, stated that exchangeable value “is derived . . . from hu-
man labor.” What cost two days of labor to produce would be
exchangeable only for something of similar value, Wayland argued.
He went on to define capital as “pre-exerted labor.”** Wayland had
been Republican leader William Henry Seward’s tutor and was so
renowned among congressmen that allusions to “that great and good
man” crept into congressional debates. As the President’s December
1861 Message showed, Lincoln “ate up, digested, and assimilated . . .
Wayland’s little book.”*

Published in the same year as Wayland’s Elements was Carey’s
tremendously influential Principles of Political Economy. “Labor is
. . . the sole cause of value,” he wrote, and capital was “the accumu-
lated results of past labor.” Carey, one historian recounts, was the
“most broadly influential American economist before the Civil War,”
and Ralph Waldo Emerson called him America’s greatest political
economist. Republicans certainly respected him: one Democratic pa-
per charged that Carey was the Republican New York Daily Tribune’s
“great idol.” “We follow . . . the principal of political economy of
which you are so distinguished an advocate,” wrote the congressman
owner of the Providence, Rhode Island, Daily Journal to the econo-
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mist; and congressmen consulted him on tax and tariff issues. Secre-
tary of the Treasury Salmon P. Chase wrote to Carey for advice, and
some people assumed that “the most intimate relations exist[ed] be-
tween” the two men.”

From the idea of the primacy of labor Republicans derived several
economic principles. First, party members believed that a healthy
political economy rested on individual self-sufficiency. Convinced that
labor created value, the Republicans saw a man’s ability to work as
his ticket to success. The labor in a man’s arms was his “pecuniary
resource,” stated a Rhode Island representative; and as long as a man
could work, Republicans argued, he could better himself. Horace
Greeley, the powerful editor of the New York Daily Tribune, assured
his readers that the first thing to do to ameliorate poverty was to make
sure individuals were “at perfect liberty to help themselves.” “Charity
is sweet,” agreed a columnist in the Chicago Tribune, “but the joy of
honest and busy labor is sweeter still.” Believing that the ability to
work was, in a sense, money in the bank, Republicans were unsym-
pathetic to the unemployed. In New York City, Greeley, for instance,
warned against “a very numerous class . . . who too readily resort to
the Poor-House rather than earn their bread by honest industry.”3
In an 1864 New York Daily Tribune editorial, Greeley justified
Republican ideas by illustrating the legitimacy of a society based on
the labor of self-sufficient individuals. Hearing agitators encourage
poor workers to strike for better wages, Greeley, who was himself a
reformer whose “zeal for ‘strange Gods’” (as one party member wrote
to another) led him to embrace causes from abolition to Fourierism,
protested against what he perceived as the basis of Communism.
Better conditions could not come from any theory except that based
on the worth of labor, he said. Making the need of the laborer instead
of the value of his work the basis of demands for higher wages made
the worker “a solicitor of charity rather than of justice.” Greeley
contended that “the worth of the work is the true and only sure
measure of the worker’s compensation.” As an illustration of his
point, he compared the wages of two men, one a bachelor and the
other a married man with a sick wife and six children. Even if the
bachelor was by far the better worker, when need dictated compen-
sation the married man would have the higher wages. The injustice
of this principle seemed so patently obvious that Greeley felt un-
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obliged to spell it out. Rather he asked “those who aspire to instruct
and guide the laboring class . . . [to] be careful first of all to think.”%

Belief in the primacy of labor also strengthened the Republicans’
commitment to free labor, for if work created value, slavery was
clearly unjust. Wayland, whose hatred of slavery and stand against
the Kansas-Nebraska Act had earned his books expulsion from the
South, asserted, “Moral Philosophy teaches us, that if a man expend
labor in the creation of a value, this labor gives him a right to the
exclusive possession of that value; that is, supposing the original
elements belonged to no one else.” The free laborer, agreed a Repub-
lican correspondent, has vested rights “in the produce of his hands,
in the fabrics he manufactures, and in the values he may create,
whether by the direct or indirect application of his labor.” In 1861,
few Republicans extended this logic to support emancipation, but
their fear that the Southern system would usurp their own labor if it
spread fed their advocacy of slavery’s containment in the South.?

Republicans saw the Northern political economy as one based on
the value of labor and consisting almost entirely of free, self-sufficient
workers—a category from which they excluded only a handful of
unproductive capitalists. From this perception came their general be-
liefs about the way the American economy operated. Northern society
in 1861 still consisted primarily of farmers, small manufacturers, and
employees of the first two; and every employee planned one day to
become a farmer or a manufacturer himself. Having themselves often
begun as poor laborers, Republicans perceived not fixed economic
classes, but a fluid society in which a man could move readily from
being an employee to being an employer. Emphatically denying that
“the free hired laborer [was] fixed to that condition for life,” Lincoln
affirmed in his December 1861 Message to Congress that “the pru-
dent, penniless beginner in the world labors for wages awhile, saves
a surplus with which to buy tools or land for himself; then labors on
his own account another while, and at length hires another new
beginner to help him.”*

This belief in economic fluidity permitted party members to make
a key assumption, which would underlie their wartime economic
legislation: Republicans believed that a harmony of interests existed
between labor and capital. Carey and Wayland supported this percep-
tion. There was a “harmony of all real interests” of the country, from
laborers to capitalists, wrote Carey. “Nothing can . . . be more un-
reasonable than the prejudices which sometimes exist between . . .
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different classes of laborers,” agreed Wayland, “and nothing can be
more beautiful, than their harmonious co-operation in every effort to
increase production, and thus add to the conveniences and happiness
of man.” The popular poet Alexander Pope provided the epigram of
Carey’s Principles: “All discord harmony not understood.”*

The Republicans’ simplistic understanding of the laws of produc-
tion explained their belief in economic harmony. Each man’s labor
created more capital than he could consume, Carey wrote, so “capital
has a tendency to increase more rapidly than population.” This sur-
plus capital provided money for more industry, which in turn em-
ployed more labor. A laborer “adds his mite to the prosperity of all
branches of industry, and this, so far as his mite goes, increases
the demand for labor,” explained a Western newspaper. These were
“natural laws of production and distribution,” agreed the editor of
the Chicago Tribune, with which it was useless to interfere. “Nothing
is gained by the community except by labor and the increase of capital
... It is capital only that employs labor.” As men moved up the
economic scale, they would progress from employee to employer, thus
perpetuating a growth spiral.*!

Republicans believed that capital promoted the interests of labor
not only by providing employment but also by making labor more
productive. “The quantity of capital in use in a community and the
quality of its labor are necessarily in uniform relation to each other,”
wrote a newspaper columnist. Using Smith’s famous comparison of a
nail-making machine to a hammer and anvil, the writer went on to
explain: “Labor gains increased productiveness in the proportion that
capital contributes to its efficiency . . . Every improvement in the
efficiency of labor, so gained by the aid of capital, is so much increased
faculty of accumulation.” Republicans believed that men should plow
only as much surplus capital into consumption as was imperative, for
most consumption destroyed value. They encouraged investment in
increased production, which would employ more laborers and aug-
ment their productivity, thus helping more workers to rise.*

The Republican belief in economic harmony depended on party
members’ conviction that increase of individual wealth meant the
spread of national prosperity. That conviction in turn made the sanc-
tity of private property and the right of every man to accumulate
wealth basic Republican values. Carey maintained that it was a uni-
versal law that “whatever has a tendency to prevent the growth of
capital, is injurious, while every thing that promotes its growth is
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advantageous.” From Wayland came assurance that God had ruled
that a man should “be allowed to gain all that he can . . . and that
... he be allowed to use it as he will.” Wealth was deserved, for God
had ordained that “the hand of the diligent maketh rich.” Private
property was the basis of this system, for it created a motive for
“regular and voluntary labor,” which in turn created more property,
and so on. Private property, Wayland concluded, “lays at the founda-
tion of all accumulation of wealth, and of all progress in civilization.”
The necessity for the protection of property was clear: if the enjoy-
ment of accumulation were uncertain, men would lose the desire to
labor and would cease to rise. Without immunity from unjust legis-
lation attacking property, “capital emigrates, production ceases, and
a nation . . . sinks down in hopeless despondence.” If individuals did
not enjoy protection of their assets, Wayland warned, “the progress
of a nation in wealth will be slow.”*+

Belief in the protection of property did not mean a desire for
polarization of wealth. Republicans feared monopolization of money
or resources because they believed that such monopolies would force
individuals to work permanently for others or, at best, to pay exor-
bitant prices for land and other materials they needed to become
independent. Party members abhorred the aristocratic Slave Power,
and some also worried that the Northern drive for accumulation of
wealth would cause “the money-power” to become “too much cen-
tralized—that the lands and property of the country, in the course of
time may come to be held or controlled by a comparatively small
number of people.” Republicans believed that European society illus-
trated the evils of money and land monopolies, and they shuddered
when they looked to the starving poor and rich aristocracy of the Old
World. Shunning the creation of rich or poor classes, Republicans
hoped to perpetuate a society of similarly prosperous, independent
families. “Small farms, small towns, manufacturing communities and
villages, rather than cities or large estates, are among the conditions
of true national greatness,” one Republican declared.*

Opposing a polarization of wealth, party members took comfort
from the idea that an economically well-adjusted society would not
develop economic classes. Proponents of the labor theory of value
maintained that capital constantly depreciated while labor, because of
its increasing productivity, constantly became more valuable. This
murky doctrine “has come to be considered correct, by all thinkers
upon the relation of capital to labor,” claimed the editor of the
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Chicago Tribune. “It therefore follows that labor is steadily growing
in power to command capital, and that the power of capital over labor
is constantly diminishing . . . that labor and capital combined are
producing a larger return for the same outlay, of which a larger share
should go to the laborer.”*

To reject the natural laws of political economy that dictated eco-
nomic harmony, and instead to “resort to appropriation, and to
monopoly,” maintained economic theorists, would create discord and
conflict, disrupting the natural harmony of the universe. Slaveowners
who stole their slaves’ labor and oppressed poor white people, Euro-
peans who monopolized land, and Northern industrialists who stock-
piled money and cheated their employees during the war were flying
in the face of the divine economic plan. Unfortunately, public con-
demnation was the only available punishment for such misdeeds, at
least for those occurring in the North. During the war, Republicans
attributed poverty to a dislocation of the true economic system by
either war or greedy men. Seeing the poor working at low wages, the
editor of the Chicago Tribune blamed evil employers whose lack of
humanity enabled them to justify fattening themselves on wartime
economic confusion.*

The Republicans’ belief in a harmony of all economic interests
gained strength in the battle with the South’s peculiar political econ-
omy, which, party members maintained, fostered aristocracy and pe-
onage. Although Northern Democrats clearly perceived laborers and
capitalists as different classes, Republicans identified the belief in a
permanent laboring class with “the extreme Southern theory . . . that
the condition of labor is servitude.” They recognized that this idea
would create “castes—making master and capitalist, slave and la-
borer, convertible terms, and change the Republic into an oligarchy.”
In the face of a Democratic newspaper’s assertion that in the North,
“where the capitalist is one person and the laborer another,” labor
was “servile or involuntary,” a Republican editor exploded that such
“slavery” was not “the natural condition of the working man.” The
editor specifically called this debate to the attention “of the free white
laboring men of the North.” Indeed, wrote another Western editor,
the only kind of capital that attacked labor was capital in slaves, for
slavery degraded white labor and kept wages low. Ironically, the
contrast that Southern slave labor provided to Northern free labor
enabled Republicans to ignore any shortcomings of their theories.
They could dismiss the poor in American cities as aberrations when
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they looked at the larger and much more visible Southern slave popu-
lation.*

Republican newspapers trumpeted the idea of economic harmony.
“We are very certain,” ran an editorial in the staunchly Republican
Philadelphia Inquirer during the war, “that . . . there is no enmity
between capital and labor, but an actual unity of interests, and concert
of movement in the functions and affairs of all the classes concerned
in...production.” A Western editor agreed: “In the usual conditions
of life,” he wrote, “the interests of capital and labor are believed to
be generally the same. Capital is dependent upon labor, and labor
derives employment from the enterprises and investments of capital.”
An editorial in the Chicago Tribune assured readers, “There is a
complete identity of interest between agriculture, manufactures and
commerce”; and, in the New York Daily Tribune, Greeley proclaimed:
“We hold that the true interests of Capital and Labor are identical.”
To make this harmony work in the everyday struggle over wages,
Greeley called for cooperative unions of workers and employers to
adjust wages so that laborers would receive an appropriate share of
the profits from their production.*

Republicans could wholeheartedly embrace the idea of economic
harmony because, during the war, their theories suffered no telling
attacks. Although Democrats took exception to the Republican vision
of a harmony of economic interests, repeatedly accusing Republicans
of “denying the general nature of man,” their opposition fell flat.
Democrats denied that the accumulations of selfish individuals could
be used to promote the general good, insisting instead that “enter-
prise, industry and grasping avarice will always command more of
earth’s possessions than their opposites; the general inequality of
wealth cannot therefore be avoided.” Recognizing that there would
always be poor, the Democrats insisted that “natural justice” de-
manded that “general comfort, the absence of pinching want and the
possession of substantial necessities of life . . . should be fixed facts
in all true social conditions.” Democratic wartime association with
Southern sympathy, however, undermined Democratic protests by
tainting them with disloyalty to the government. On occasions when
trouble arose between laborers and employers, the Republicans at-
tributed it to “conniving demagogues and mischief-makers” who were
trying to “excite a feeling against the ‘merchants’ and the ‘wealthy
classes,’ the better to ‘divide the North,” and strengthen Secession.”*

The lack of a strong labor movement during the war also prevented
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effective challenges to the idea of economic harmony. As men poured
into the army and navy, leaving those at home to provide for them,
the North clamored for workers. The Union enjoyed high employ-
ment rates, which meant low union membership. During the war
years, as Carey said, “every man who had labor to sell could sell it
if he would.” Even had employment been low, intense nationalism
tended to silence the voices of a labor interest. “It having been re-
solved to enlist with Uncle Sam for the war,” one organization de-
clared, “this union stands adjourned until either the Union is safe, or
we are whipped.” This lack of significant labor unrest enabled Re-
publicans to admit on the one hand that it was a “fundamental truth,”
as Horace Greeley said, that “every free laborer . . . has a right to fix
his own price on his labor, and insist on it; he has a right to combine
with all who choose to so establish and uphold that price”; while at
the same time criticizing strikes, and quelling them with the military,
if necessary, on the grounds that cessation of production would hurt
the war effort.®

The Republican belief in an economic system grounded on the value
of labor, with its consequent faith in self-sufficiency, free labor, and
economic harmony, fostered in the party a tremendous optimism
about the future of the nation. Republicans fervently believed in
American progress. As men worked, they created value, so “every
laborer in the community adds to the aggregate wealth.” Part of the
wealth a laborer created enabled him to create another product.
Another part of the wealth went for his support; that is, he consumed
it. Many of the articles he bought were the products of others, so he
enriched these individuals as he consumed. “Every new production
forms the capital for another, and the means of buying something for
sale,” explained the editor of the Chicago Tribune. “Commodity pays
for commodity . . . Until every beggar is provided with a coach and
six, there will be no such thing as overproduction . . . one want will
create another, and one supply will become the means of another
supply, to the end of time. We shall never get out of business in this
world.”%!

The condition of all would improve as the population worked,
Republicans believed, giving America unlimited potential to grow and
prosper. According to Carey, natural law guaranteed that “with the
increase of population and of capital, and with the extension of
cultivation, there is a steady improvement in the condition of both
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labourer and capitalist.” In a passage that could easily have been a
booster tract for the sparsely settled American West, Carey wrote:

As capital increases . . . habits of kindness and good feeling take the
place of the savage and predatory habits of the early period. Poverty
and misery gradually disappear, and are replaced by ease and com-
fort. Labour becomes gradually less severe, and the quantity required
to secure the means of subsistence is diminished, by which [one] is
enabled to devote more time to the cultivation of his mind. His moral
improvement keeps pace with that which takes place in his physical
condition, and thus the virtues of civilization replace the vices of
savage life.

Increasing production was “hope for the future,” agreed Congress-
man Israel Washburn, Jr. “The greatest power of production is indis-
pensable to the greatest good.”s?

The Republican party, true to its initial commitment to keep the
territories open for the expansion of free labor, dedicated itself to
growth and progress. Party members looked forward to a time when
“a score of mighty and prosperous States, the pride of the Republic
and the admiration of the world, will leap forth from the great valleys,
prairies, and forests of the West, like youthful giants rejoicing in their
strength.” At a Republican rally before the 1860 election, wagons
representing various types of industry followed a cart draped with a
favorite Republican adage: “Westward the star of empire takes it[s]
way.” Republicans considered themselves, as one said, “a rising party,
with the glittering hopes of the future.”*

Before the Civil War, the American national government’s economic
activities were as limited as one would expect from a country capital
mired in a swamp. When circumstances required it, the government
issued bonds; it collected customs from a tariff; and it sold public
land. The nation had no system of national taxation, no national
banking system, no national currency. It almost never aided economic
expansion other than to grant public lands to states to use as they
wished, often on internal improvements.

Believing that God’s orderly system directed America’s economic
affairs, Republicans saw little need for the national government to
manage the economy. “If God have given to all men faculties for labor;
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if he have made labor necessary to our happiness; if he have attached
the severest penalties to idleness, and have preferred the richest re-
wards to industry,” as Wayland wrote, “it would seem reasonable to
conclude, that all that was required of us, was, so to construct the
arrangements of society, as to give free scope to the laws of Divine
Providence.”s*

Some Republicans, however, wanted to use the national govern-
ment to facilitate labor’s development of the country. “The Govern-
ment was not established . . . simply to take care of itself, to collect
revenues, and pay officeholders,” Israel Washburn, Jr., told the House
shortly before he helped to organize the Republican party. It was
created, he said, “for higher purposes and objects, having regard to
the protection and promotion of the vast and varied interests of a
great people. And its legislative power clearly extends to the passage
of laws affecting the trade, commerce, and labor of the country.”

However, even Republicans who hoped that the national govern-
ment could help labor to expand the economy did not wish to involve
the government in directing or regulating specific developmental pro-
jects. They wanted only national legislation freeing lands, easing re-
strictions on business growth, and releasing national monies to fund
large internal improvements. Party members profoundly distrusted
government enterprise, for they believed that unsupervised power and
access to public funds would corrupt managers of government pro-
jects and encourage them to build what Republicans most feared:
a vast government monopoly of money and power that would de-
stroy the free labor economy. Only individuals with personal financial
stakes in projects should operate them, Republicans maintained, for
they would be frugal and efficient and would check each other’s
power. Similarly, party members conceived of no role for government
regulation of large businesses, for they believed that individual stock-
holders, who had invested their hard-earned money, would scrutinize
company operations.

Before the Civil War, even these limited Republican attempts to
make the government more economically active always met strong
arguments from those who interpreted the Constitution strictly, pri-
marily Democrats, who contended that such activity was unconstitu-
tional. The coming of the war, however, eased constitutional scruples
about the government’s role in economic activity. The Republicans
developed a concept of “war powers,” which maintained that the
Constitution authorized any Congressionally approved measures de-
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signed to maintain the government in times of insurrection. During
such a crisis, the government could act in ways that might be consid-
ered unconstitutional in peacetime. While this theory gave the gov-
ernment great latitude in military matters, it also opened the way for
economic legislation. Troops needed supplies, and the government
needed railroads to move those supplies. The Treasury required a new
system of taxation to pay for both the troops and their maintenance.
Taxes and tariffs, railroads, banking and currency laws, aid to immi-
gration and agriculture, and the confiscation of Southern slaves could
all be justified as ways to strengthen the Union.%

The new government activity in turn changed the way legislators
thought of the Constitution and of precedent, thereby enabling them
to promote economic legislation that was not strictly necessary for
the war effort. Representative James H. Campbell of Pennsylvania
justified the new legislation he advocated by proclaiming, “The Con-
stitution was made for the people—to secure to them and their pos-
terity the blessings of free government.” Another congressman put his
vision of the Constitution even more clearly: “I. .. construe it in the
light of the rule authoritatively announced for our action: “The Sab-
bath was made for man, and not man for the Sabbath.”” Once over
the constitutional hurdle, Republicans argued that the government
should promote the natural economic development of the nation, for
it must manage public affairs “in accordance with the wishes of the
people.” Areas other than politics, “of equal importance to the people
at large, . . . should receive the profoundest attention of our legisla-
tors,” Senator Joseph A. Wright of Indiana concluded. Republicans
thought that since the government represented the people it shared
in the harmony of American society, and thus it could safely encour-
age economic growth without destroying the premises of the Consti-
tution.”’

Radically altering the traditional concept of precedent, Republicans
argued that in order truly to emulate the Revolutionary fathers, they
must not merely follow the dicta their venerable ancestors had pro-
vided, but must act decisively in new ways, exactly as the founding
fathers themselves had approached a new situation. Their actions
were not always expressly sanctioned by the Constitution, Republi-
cans argued, but were in accord with the spirit of it. Charged by
Democrats with violating the Constitution, one Senator retorted that
men should not blindly “follow in the footsteps of their ancestors . . .
we should do better to practice their virtues and try to avoid their
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errors.”® With this adventuresome attitude, the Republicans came to
use a growing national government not only to shore up the wartime
economy, but also to promote economic growth and progress.

The Republicans who gathered in Washington in 1861 would work
together over the next four years to solve a series of financial cri-
ses. They would also create domestic legislation designed to develop
America’s economy. There was rarely complete consensus within the
party about contemplated measures, but despite their regional and
personal differences, the Republicans agreed on a series of major in-
novative laws. Their shared general economic beliefs, which stemmed
from the proposition that labor created value, ran much deeper than
their differences. During the war, circumstances made Republicans
refine their economic ideas, but their basic premises remained. Forced
by the war to legislate on a wide range of economic issues, the
Republicans’ work reflected their general vision of universal harmony
and their determination to foster economic progress.



2 “Now Is the Time for Making
Money, by Honest Contracts,

Out of the Government s
War Bonds

How much misrepresentation there is about my financial policy!
And yet how plain it must be to any one willing to understand it.

—Salmon P. Chase, 1864

“I see Chase is in the Treasury,” wrote Jay Cooke, a young Philadel-
phia banker, to his brother in March of 1861, “and now what is to
be done[?]”! Cooke was not the only person curious about the nation’s
financial future. Less than a month before, Southern states had declared
themselves the Confederate States of America, adopted a constitution,
and elected Jefferson Davis their provisional president. Northern busi-
nessmen had panicked. Inauspiciously, the man who would have to
hold Union finances together, the new Secretary of the Treasury, had
virtually no experience in financial management.

In the four months between Lincoln’s inauguration and the first
session of the Thirty-Seventh Congress, events set some important
parameters for Republican wartime economic policy. In these months,
desperate for funds to fill the Union’s empty war chest, the new
Secretary of the Treasury maneuvered to raise revenue. Fleshy, bal-
ding, Salmon P. Chase, a political appointee more ambitious and
self-confident than knowledgeable about finances, entered office not
with a preconceived policy, but only with a desire to raise money to
fill the empty Treasury. His first tentative financial forays enabled
party members to test their ideas about a national harmony of eco-
nomic interests.

Chase took office on March 7, 1861, and Lincoln promptly re-
quested a statement of the Union’s financial situation. The President’s
concern was well founded. The Treasury was running a deficit of $65
million and had little cash on hand. Coming due were short-term
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Treasury notes, issued during the recession of 1857 by James Bucha-
nan’s Secretary of the Treasury. A new tariff went into effect in March
1861, and the South, which abhorred the new law, refused to permit
the Union government to collect duties from it or, in fact, to collect
any customs duties in Southern ports. Worse still, the Confederate
government talked of setting a low tariff, or none at all, which would
pull foreign trade South. Since the Union government depended al-
most entirely on customs duties for revenue, the situation threatened
to cripple Union finances. Indeed, it was not long before the Char-
leston Mercury gleefully proclaimed that trade was going South and
the North would starve. “At this moment there are fifty thousand
human beings in New York who know not where they will be able to
get their breakfast tomorrow morning,” its editor crowed.?

Chase’s report to Lincoln contained little good news. The Secretary
cited four sources of money. The first was the customs, which had
received almost $1.5 million from New York, Boston, Philadelphia,
and Baltimore for the two weeks ending March 13, 1861. Chase
projected that the cities’ receipts from March 14 to July 1 would be
around $11 million, of which only $1.5 million could be realized by
April 1. There were also three loans, totaling around $41 million, that
Congress had authorized since 1860 but that had not yet been placed
on the market. These would take time to negotiate. On the debit side,
Chase projected over $3 million in government expenses before April
1. The Treasury needed money fast.*

The simple accounting that the Secretary gave to Lincoln revealed
the crudeness of the government’s financial supports. The Union had
no system of national taxation to which Chase could turn for revenue.
He would also have to raise money without the help of a national
currency, for the country did not have one. A national bank could not
help either, for there had been no such institution since the Jacksoni-
ans destroyed the Second Bank of the United States. Instead, state-
chartered local institutions assumed the functions of banking in Amer-
ica, including the issue of paper currency based on a limited reserve
of capital. The national government had no infrastructure for raising
or transferring large amounts of money.

Chase’s search for revenue was further complicated by a general
distrust of national debt. Americans worried that national indebted-
ness would destroy workers’ ability to accumulate capital and would
rise while it created a permanent wealthy class because, they believed,
indebtedness would require grinding taxation of the poor to pay
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interest to rich bondholders. Distrustfully eyeing Britain’s example,
Americans saw a national debt as “an encumbrance upon the na-
tional estate” that was “anti-republican” in its unequal burdens and
benefits. Knowing that debt would undoubtedly require taxation, and
aware of his critical role in determining the terms of any debt, Chase
sought to keep bond interest rates as low as possible. While protect-
ing the public from unnecessary tax burdens, this would also help
to prevent a popular image of bondholders as profiteers gouging
the taxpayers. Low interest rates, however, would make fund-raising
difficult.’

Under these formidable constraints, yet obliged to raise money
quickly, Chase embraced traditional government fund-raising prac-
tices. In the past, when it needed money, the Treasury had turned to
two types of financial instruments. It either sold long-term, interest-
bearing bonds to bankers and financiers, who usually bought them as
investments; or it issued short-term Treasury notes, which could cir-
culate as currency. Though investors could often buy Treasury notes
directly from the Treasury, two kinds of notes could be issued exclu-
sively to government creditors. These were “demand notes”—that is,
notes, usually without interest, payable by the government upon pres-
entation by the holder—and “certificates of indebtedness,” which
bore interest and were payable one year from the date of issue.

In March 1861, Chase decided to sell government bonds to banks
and financiers. This was not an ideological decision so much as a
reflection of deep and immediate need. Although existing banks were
not organized into any one group with which Chase could negotiate,
their concentration in large cities would enable him to sell large blocks
of bonds to them at one time. The banks would then distribute the
bonds throughout their regions by reselling them at a profit to smaller
investors. In 1861, the nation’s financial centers were New York City,
Boston, and to a lesser degree Philadelphia and Providence. New York
was Chase’s first priority, for it had the most capital and its banks
were loosely organized. A trip to New York convinced the Secretary
that the financial mood there was good. Since business had stagnated
after the secession crisis, banks had a surplus of gold to invest. At the
end of March, New York banks held an unprecedented almost $40
million worth of gold. At that time, Chase offered to the banks and
to financiers an $8 million loan at 6 percent interest, a rate established
by a previous Congress.

Although Chase turned without hesitation to bankers and investors
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to help the nation out of its crisis, much of the Republican party
could not share his easy dependence on financiers. Within the party
were two warring perceptions of wealthy people and bankers, which
reflected the party’s heritage from both the traditionally pro-bank
Whigs and the bank-hating Democrats. Their feelings toward bankers
also separated the party’s wealthier members, living primarily in large
Eastern cities or developed regions, from its cash-poor Western farm-
ers. Very few Republicans held anything against the wealthy in gen-
eral, for most rich men, Republicans believed, had worked hard for
their money. Bankers and financiers seemed to some to be a special
case, however, for many Republicans believed that their wealth came
not from their own productive efforts, but from the manipulation of
the fruits of other people’s labor. They were thus not producers, but
parasites.

Most Republicans, especially those from the East, thought Chase’s
resort to bankers a wise and beneficial plan, as well as the only choice
he had. If, as economic theorists insisted, there was a “perfect har-
mony of interest” between all groups in society, capital could not have
interests different from those of a good government. Eastern Repub-
licans, who knew banks and bankers as part of the social fabric of
their own communities and did not find them threatening, found it
easy to believe, as Alexander Hamilton had suggested, that honorable
businessmen shared the interests of the public and its government.
Remembering well that financiers had saved the nation during the
Revolutionary War, Eastern Republicans believed that bankers and
investors would again come gladly to the aid of the Union government
for, even should patriotism fail, capitalists knew that their own secu-
rity depended on the survival of the Union. Eastern Republicans
strongly advocated Hamilton’s vision of uniting the nation’s capital
with its government to secure financial and political stability. They
welcomed Chase’s bond offer because they believed it would begin
that process.’

Other Republicans, especially those from Western areas, distrusted
Chase’s reliance on banks. States like Illinois and Indiana had suffered
from the undercapitalized “wildcat” banking of the last several dec-
ades. Blaming Easterners for the financial disasters, people from these
areas tended to associate banking with ill-gotten gains. One Western
Republican referred to bankers as “this army of little leeches that are
sucking the life blood, in small quantities, out of the laboring people
of this country.” Across the Union, the image of bankers also suffered
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from association with New York City. New York often drew fury as
it ran afoul of the interests of other regions. The war aggravated
Republican prejudice against bankers and New York City interests,
for Democratic New York was a lukewarm convert to the Union
cause. While many wealthy Democrats from the city voiced their
opposition to the war, Union newspapers noted that key financiers
were talking with Jefferson Davis and offering to float Confederate
bonds. During the war, radical newspaper editor Horace Greeley
lamented that Cornelius Vanderbilt’s son “is about the only rich man’s
son among us who is a Republican.”®

Chase’s bond offer, his first negotiation with the banks, was a test
of whether or not bankers shared the same interests as the nation.
While the bankers explored the sense and sentiments of the Secretary,
the government could examine the willingness of financiers to loan
funds, and the public could test its ideas about bankers. While some
expressed confidence that the financiers’ loyalty would open their
purses, others rumbled warnings that bankers were “looking entirely
to their own interests” and planned to make low bids, guaranteeing
a half-million dollar profit on the bonds.’

With their response to the Treasury’s first bond offer, bankers
indicated that their plans did, in fact, coincide with the public interest.
They turned out magnificently. On April 2, 1861, Chase opened
almost $30 million worth of bids at rates from ninety to par for $8
million worth of bonds. Jubilation from all quarters greeted the large
subscription. Chase wrote immediately to the pleased President, de-
claring a “decided improvement in finances.” The Philadelphia In-
quirer reported that the bids were “the subject of much congratula-
tion, not only among the money Kings of Wall street, but by people
elsewhere, who are gratified to see the Government credit thus hand-
somely sustained.”!°

The grand cooperation of the bankers convinced the Secretary that
financiers would support the government in all events; and since he
spoke for the government on financial issues, Chase mistakenly be-
lieved that bankers would support any measure he declared good for
the nation. In a move correctly calculated to please the public, the
Secretary accepted only about $3 million worth of bids for the loan,
rejecting all bids that offered less than 94 cents on the dollar. Claiming
sole responsibility for the rejection of low bids, Chase wrote to a
friendly financier, “I have no doubt the people will approve what I
did.” Indeed, the editor of the New York Times rejoiced that the
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Secretary had advanced the public credit, promoted public confidence,
and rebuked capitalists who were so greedy as to make low bids for
the loan. The editor of the Philadelphia Inquirer asserted that Chase’s
action proved his honesty and good intentions."

In his easy confidence, Chase had miscalculated the extent to which
financiers would support the government. Chase assumed, as did
many of his Republican colleagues, that citizens and the government
could never have opposed interests; what was good for the nation was
good for financiers, and vice versa. Bankers, however, would cooper-
ate with the government only when they believed that it was acting
in the best interests of the nation’s citizens, including, of course,
themselves and their stockholders. Far from approving the Secretary’s
bid rejection, then, bankers were furious at his assault on their inter-
ests. They felt that they had leapt patriotically to the aid of the
government, only to be ill-treated. Chase had not listed any restric-
tions when he had advertised the loan, and since all bids were close
to 94, bankers perceived the cutoff for bids as arbitrary. A single
bank got over half of the issue, and some suggested that Chase had
tipped it to bid 94. A rumor ran through Wall Street that one man
intended to sue the Treasury Secretary to force him to issue the
remainder of the bonds. A good relationship between financiers and
the Treasury was imperative to keep bankers behind government
credit, but Chase’s bid rejection won him the permanent distrust of
much of the financial community. Some men darkly hinted that the
Secretary could wait a long time before they would be so helpful
again."?

Chase tried to mollify the financial community by selling almost $5
million worth of the Treasury notes for which it clamored. These notes
ran for a short period of time, bore interest, and were payable in gold.
Unlike long-term bonds, they could circulate as money, which would
help to fill the void left by a dearth of negotiable paper on the market.
Unfortunately, the Secretary so irritated bankers by rejecting private
bids for the notes that they virtually refused to bid for the Treasury
notes at all. The escalating conflict at Fort Sumter cemented the
bankers’ aloofness by destroying the market for Union securities. New
York bankers, who had been wild for Treasury notes only days earlier,
now had no interest in them."

The belief that a harmony of interest would make all bankers
automatically do the government’s bidding was incorrect, and both
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Chase and some members of the public began to realize it. The
Secretary privately asked a close New York friend if there had been
“a concerted effort of Wall St. men to prevent the taking of the
Treasury notes.” Like the Treasury Secretary, those who thought that
“honorable” businessmen would support the government wondered
if the New York troublemakers were loyal to the Union. Well might
they wonder. New York’s Democratic mayor publicly insisted on the
city’s neutrality in the conflict, and rumors flew that New York hov-
ered on the brink of insurrection. Newspapers reported that New
York bankers supported the Confederacy or at least favored making
New York a “free city.” Republicans who assumed that all financiers
would closely cooperate with the government watched uneasily.'

In sharp contrast to those financiers who refused to buy Treasury
notes stood young Philadelphia banker Jay Cooke. Cooke appeared
in many ways to epitomize the ideal Republican financier. He was an
energetic and shrewd businessman who was also well known for his
religious scruples, honesty, and patriotism. By undertaking govern-
ment business, he hoped to benefit both himself and the nation. He
planned to turn a healthy profit not by bilking the government—as
only evil bankers would do—but by providing good service. If the
government allowed a percentage on its business, whether it be selling
bonds, transferring funds, or any other financial transaction, then
Cooke believed that he could collect more profit than any competitor
simply by working hard enough to do more of that business. “Now
is the time for making money, by honest contracts, out of the Gov[ern-
men]t,” Cooke’s father counseled him.'s

Cooke had ties to the government that, to a friendly Republican
eye, reflected the ideal joining of finance and government. Like Chase,
the young man hailed from Ohio, where his father had shared political
speaking platforms with the new Secretary. Cooke’s brother, H. D.
Cooke, a sometime newspaper editor now working with Jay on finan-
cial deals, had become good friends with Chase and had supported
his political career. H. D. Cooke had similarly befriended John Sher-
man, who was now in the Senate as Chase’s replacement and who sat
on the powerful Finance Committee. Believing that his good and the
government’s coincided, Jay Cooke could un-self-consciously ask the
Secretary of the Treasury for “those natural advantages that would
legitimately and honestly flow towards us from your personal friend-
ship.” Cooke was a calculating financier, but at the heart of his
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willingness to use personal influence to win favors for himself and
others was the conviction that he was acting in the best interest of the
nation. '

Cooke had previously found little opportunity to work with Chase,
but once he discovered that New York bankers had not taken all of
the Treasury notes, he organized Philadelphia bankers to bid for them.
When Chase opened the offers on April 11, he found a $200,000 bid
at a slight premium from Cooke and his associates. Cooke had strug-
gled to get even this subscription, but it was enough to get the
Secretary to look favorably on the young man."”

The negotiations and ultimate sale of almost $5 million worth of
Treasury notes had several results. Bankers’ early reluctance to buy
undermined the idea that financiers would support the government at
all costs. This made Chase solicitous of the few bank supporters he
had and anxious to draw other capitalists to his side. He assured one
banker that the help of “public spirited capitalists” in marketing the
notes gave him great satisfaction and that it would be his “constant
endeavor so to administer the Department as not to forfeit their
confidence.” The bankers’ reluctance also made Chase look else-
where for support. This opened a path for Jay Cooke to make him-
self indispensable to the government. Finally, despite, or perhaps be-
cause of, the rift the Treasury note negotiations revealed in bankers’
loyalties, the sale encouraged public confidence in the strength of
the Treasury. These results would determine Republican bond policy
throughout the war.'

On April 12, 1861, the day after the Treasury note loan was taken,
the war began. While Northern ships sped vital supplies to Fort
Sumter, Confederate forces opened fire. On the same day, the Indian-
apolis Daily Journal reported that a package addressed to President
Lincoln had broken open in the Washington post office and two angry
copperhead snakes had slithered out. With the coming of a devastat-
ing war to both the South and the North, the Union was going to
need more money."”

The outbreak of war introduced new financial anxieties for the
Republicans. Going into the war, they worried that a ruined and
beggared country would limp out of it. Republican economic theorists
argued that war withdrew men from productive activities at the same
time that marauding armies destroyed previous production. Francis
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Wayland maintained that war was thus destructive of value, and one
of the worst possible calamities for a nation. “All this immense Army
add nothing by their labor to the wealth of the country,” a Republican
lamented during the war. “What a mighty drain this war is upon the
productive energies and resources of the country. It is, indeed, an
exhausting as well as a bloody war.” Such gloomy fears made Repub-
licans cling fervently to their faith that “it is the grand purpose of
Providence to build up, on these Western shores, a great world-
power.” They also began nervously to reassure themselves that the
Union’s financial resources would enable the government to meet its
obligations.?

Despite the Republicans’ worries about debt, the Union needed
money and Chase set out to find it. Under the spell of popular
enthusiasm for the war, he fell back again on the idea that bankers
would support the endangered government at all hazards. He ill-ad-
visedly decided to invite bids for $14 million worth of bonds which,
by law, could only be issued at par. He told New York bankers that
patriotism should make up the difference between par and market
price. The members of the New York Chamber of Commerce unani-
mously agreed the loan could not be negotiated under these terms,
but Chase pressed on. For the next three weeks, he ordered, coaxed,
begged, and badgered bankers in Boston, New York, Providence, and
Philadelphia to subscribe for the par bonds. Bankers, who believed
that Chase was exploiting the patriotic feeling in the country to force
better terms from them, steadfastly refused to deal.?!

In the second week of May, Chase finally conceded. After conferring
with New York bankers, Chase invited bids for $9 million worth of
bonds that had no par restriction. Newspapers correctly surmised that
he would not reject bids below par. He promised that he might also
issue Treasury notes, then consulted financial men to see “whether my
views meet their convenience or not.” Apparently appeased, bankers
bought over $7 million worth of bonds and over $1.5 million worth
of Treasury notes. Newspaper editors, who were glad to see the
government and bankers getting along, cheerfully noted “the open-
handed alacrity of Northern capitalists.”?

While the Secretary and the New York bankers warily jockeyed,
Chase and Cooke became increasingly cordial. Still eyeing govern-
ment contracts, Cooke volunteered with two other Philadelphia bank-
ers to help sell the May loan. Chase accepted, and the Cooke brothers
scrambled to get $300,000 in subscriptions from Philadelphia bank-
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ers. Further illustrating his financial skills, in June Cooke sold Penn-
sylvania’s $3 million state loan at par in a matter of days. Excited and
justly proud, he telegraphed word of the success to Chase. In mid-
June, Chase told the Assistant Treasurer in Philadelphia to confer with
Cooke about Department business, and the Treasury Secretary himself
consulted Cooke about his upcoming Report to Congress.?

If Chase was ever going to have a coterie of financiers like Cooke,
which would jump to meet the government’s needs, he would have to
improve his relationship with New York bankers. A confidential ad-
viser suggested that the Secretary meet with the New York capitalists
and bankers “and have some understanding with them about the
loans of the Government . . . [A] personal acquaintance with you by
our leading business or monied men would secure more sympathy and
cooperation and perfect confidence on their part.” Recognizing the
merit of this idea, the Secretary invited the New York Chamber of
Commerce to Washington to confer. Another of Chase’s friends, an
important banker, heartily approved. Clearly harboring a vision of
bankers and the government in perfect harmony, he encouraged Chase
to build a circle of active financiers in every city to help the Secretary
stimulate financial support for the government.

Chase could not, however, build a supportive bank network in time
to avert trouble. The Treasury had not realized the revenues he had
hoped from bond or Treasury note sales, and the government would
probably run a deficit of almost $11 million by August 1. Worse, in
two days at the end of June, war expenditures reached over $2 million.
Panicked, Chase wrote to Lincoln and insisted that the departments
use “vigilance and economy,” but thrift alone could not fund a war.
It was time to overhaul traditional methods of government funding.
Chase and Lincoln called the leading members of the House and
Senate finance committees together two weeks before a special session
of Congress began in July to discuss strategy and prepare financial
bills. When the Secretary reported to the special session of the Thirty-
Seventh Congress on July 4, 1861, he called for two new measures to
solve the Treasury’s woes: a foreign loan and a popular loan.”

The idea of a foreign loan was an extension of the idea that the
government should borrow from capitalists. It merely changed their
nationality. New York financiers, who worried that New York could
not or would not produce the money the Union needed, encouraged
this plan. It was not new; Chase had begun exploring the feasibility
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of a European loan when it seemed that the banks would not subscribe
to the May loan.?

The idea of a popular loan, however, was an experiment in America.
New York merchants had suggested in April that Chase try such an
approach instead of depending on the banks, probably to prevent the
government from draining the banks’ specie. Cooke felt strongly that
Chase should ask the public to provide money and had privately urged
the Secretary to do so instead of pursuing a foreign loan. The news-
paper that expressed Cooke’s views, the Philadelphia Inguirer, called
repeatedly for Chase to tap the wealth of the “great mass of the people
of the country,” which could furnish huge sums.?”

In addition to hoping that a popular loan would raise money, Chase
and his congressional advisers wanted to encourage national enthusi-
asm for the war, and they believed, as Hamilton had, that a financial
interest in the government would draw men to its unconditional
support. A popular loan was “probably the happiest and shrewdest
mode of strengthening and consolidating a government that ever
was adopted,” one newspaper editor later commented. Fittingly,
Chase placed Hamilton’s portrait on some of the first bond issues.
“You see who I would fain emulate if I might,” he wrote, “[the man]
whose spirit animates . . . our Constitution, our institutions, and our
history.”?8

Along with many other Republicans, the Treasury Secretary hoped
to reduce the nation’s dependence on uncooperative bankers, who
were certainly not acting as if their interests were the same as those
of the government. Chase and his congressional allies modeled their
popular loan plan on Napoleon II’s successful 1859 loan in France.
One of Chase’s correspondents recalled that Napoleon had simply by-
passed self-dealing middlemen and thieving bankers and gone straight
to the people. Reducing ties to the belligerent bankers would also
defuse Democratic accusations that bond sales to “favorite bankers”
robbed the war effort.”

Shortly after the July session of Congress began, House Ways and
Means Committee chairman Thaddeus Stevens called up a loan bill
(H.R. 14). Although Chase had requested only $100 million, the bill
authorized him to borrow up to $250 million in long-term bonds,
Treasury notes, or demand notes in the year following the passage of
the act. Up to $100 million of the loan could be sold in any foreign
country. As Chase had requested, the interest rate for the loan could
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be as high as 7.3 percent, a rate that daily gave one cent interest on
fifty dollars and that was perceived as high enough to encourage sales.
Creating a popular loan, Congress specified that Treasury notes were
to be sold by subscription and gave the Secretary of the Treasury
discretion to appoint agents to do so. The House had originally
pledged duties on tea, sugar, coffee, spices, wines, and liquors and
other revenue to pay back the loan but, in an amendment indicative
of the trouble the Union would have funding the debt, the Senate
changed this to read that the “faith” of the nation was pledged to
pay back the loan. The bill passed the House by a vote of 150 to 5,
with only Democrats in the minority. The Senate, too, easily passed
the bill.?»

Now needing about $1 million per day for expenses, Chase had
little faith in the popular loan, which promised to be cuambersome and
slow even if it could eventually produce money. He turned first to the
foreign loan for which the law provided, privately asking financier
August Belmont, who was embarking on a trip to Europe, to explore
the possibility of a European loan at a reasonable rate. The prospects
were not good. Having suffered repeatedly when states defaulted on
their bonds, English financiers so despised American loans that Char-
les Dickens had Scrooge dream in terror that his solid investments
were changed into “a mere United States’ security.” Even before
sailing, Belmont warned Chase that he was not optimistic about a
European loan, for foreign governments hoped to force an Ameri-
can peace by withholding aid. Even more disheartening, the London
Times and the London Economist, among other English papers, had
disparaged Union securities. Foreign capitalists showed no disposition
to bid for the loan.*!

Most Republicans did not share Chase’s preference for a foreign
loan. In response to English scorn, Northerners were developing a
hearty dislike of England and had no desire to turn to it for money
to settle an internal dispute. The war “will rebuild the decayed dislike
of the British name in this country with ten times its former strength,”
wrote one newspaper editor. This animosity called out American
pride. “We are, if we may believe the London Times and its American
echoes,” fumed the editor of the Boston Daily Evening Transcript,
“too poor to assert our nationality.” The chairman of the Senate
Finance Committee mused that American credit fortunately seemed
so strong within the nation that “we need not go abroad for a
dollar.”®
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Thwarted by foreign investors and pressured by much of Congress
and the public, Chase had to move forward with the popular loan.
Because he needed money long before funds could be realized from
public subscriptions, however, he first negotiated an advance on the
loan from New York, Boston, and Philadelphia bankers. Fortunately,
the Secretary had found some influential bankers with whom he could
work. George S. Coe, the president of New York’s American Ex-
change Bank, and John A. Stevens, president of the New York Bank
of Commerce, among others, helped to induce the financial commu-
nity to advance funds covering $50 million worth of the loan at par.
The banks received a second option to take another $50 million on
October 15 and a third on December 15. As bonds sold to the public,
Chase would reimburse the banks the money they had initially ad-
vanced, so that they would have funds to cover the next installment.
If bonds sold slowly, the Secretary would reimburse the banks with
the bonds themselves. While Chase was effusive in his thanks to
the financiers, the public and a senator were less laudatory. The Phila-
delphia Inquirer called the banks patriotic but pointed out they must
support the government or they would go under when it did. Senate
Finance Committee chairman William Pitt Fessenden agreed but re-
flected that, in any case, the banks’ example “has given confidence to
all who have money to invest.”*

Once he had secured an advance from the banks, Chase turned to
the public. On September 1, 1861, he issued an “Appeal from the
Secretary of the Treasury” explaining that Congress had wisely pro-
vided “that the advantages, as well as the patriotic satisfaction of a
participation in this loan” should be offered to individuals as well as
banks. The loan consisted of three-year bonds at 7.3 percent interest,
which were quickly nicknamed the “seven-thirties.” Chase promised
to open public subscription books soon.**

In September, requiting Cooke’s lobbying for a contract to handle
the government’s popular loan and his brother’s attachment of Sher-
man’s “invaluable aid” for a “plan of agencies, commissions [etc.],”
Chase appointed Cooke one of the Treasury Department’s General
Subscription Agents for the loan. Acting on commission, agents were
required to open subscription books in their cities and to take money
from and issue bonds to investors. Given to an enthusiastic and
well-proved salesman, Cooke’s appointment was as good for the
Treasury as it was for him. He threw himself into his new job. After
Cooke’s first day of work, Chase congratulated him on his sales and
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thanked him for aiding the government “in this hour of trial.” By the
end of a week, while others told Chase they could not help the
Treasury, Cooke was selling over $100,000 of bonds per day. He
ultimately sold over $5 million worth of the loan. The other 147
agents together sold slightly less than $25 million worth.?s

Republicans hoped that the bonds would tie individuals to the
government, and indeed the loan attracted a new class of Americans
to government securities. Cooke catered to small investors, advertis-
ing heavily, keeping night hours, and carefully explaining to each
person the benefits and terms of the loan. Newspapers encouraged
people to take their savings from “broken crockery or old stockings”
and invest them, thus helping the Union, making a profit, and keeping
their money safe from thieves. A letter to the editor of the Boston
Daily Evening Transcript reassured anxious investors that the treas-
urer’s office “is as accessible to ladies as gentlemen, and no one need
hesitate to visit it, as they will find every facility in the way of blanks
for application, and not the least ‘red tape’ or hindrance of any kind.”
The loan was popular; the Republicans of Erie County, Pennsylvania,
adopted resolutions praising it, while Chase’s law partner from Ohio
wrote that the Secretary would “have all you want from the pockets
and stockings of the poor.”3

The bonds touched the lives of many Northerners who had pre-
viously had little contact with the national government. The new
instruments were popular as circulating currency, especially in the
West, where bank paper had disappeared after successive bank fail-
ures. Anxious to move their mature crops, farmers willingly adopted
the new money for their agricultural transactions. When the first bills
arrived in a small Ohio town, one man reported, “many persons called
to see them, and with glad hearts rejoiced at the event.” “I never
doubted but you fellows out West would take anything you could lay
your hands on,” one Republican senator teased a Western colleague
who had boasted of the seven-thirties’ popularity in lowa.?”

In late September and October, as bond sales drew support to the
Union, the popular financial mood lifted. In the face of European
disdain, the success of the loan stirred American pride. One newspa-
per reporter watched the distribution of the loan and proclaimed that
“not a dollar of it will be offered abroad; so that we shall have the
honor as well as the profit of conducting our own war for our own
nationality.” Another claimed that the war would emancipate Amer-
ica financially from England. As the notes sold, Chase felt less need
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for European money. He found himself able to begin reimbursing
bankers for their advances on the loan, and this lightened their spirits,
too. The bankers’ willingness to take the second $50 million install-
ment seemed to prove the strength of the Union’s credit.

While the public gained confidence in the Union’s financial power,
Chase and the bankers, who were privy to knowledge of unpaid
government expenses and actual bank deposits, gradually stumbled
into despair. By October, it was clear that bond sales were not equal-
ing, or even approaching, daily expenditures. The empty Treasury
forced Chase to pay creditors with Treasury notes. Much of the army
went unpaid, and desperate generals demanded funds. Chase began
to reconsider seeking foreign capital, but Belmont advised that there
was no chance of a large European loan. Banks were anxious, for
Chase had demanded specie for loan payments and Westerners were
exchanging Treasury notes for gold. Specie was not returning to the
banks as quickly as they needed it, and their gold was draining away.*

On top of this uneasy financial situation, Chase’s tenuous relation-
ship with the New York banking community disintegrated. The
trouble sprang from Chase’s interpretation of the ideal relationship
between capital and government. Although aware of the need for a
tractable banking group, Chase insisted that he alone spoke for the
financial good of the nation. In an argument about the bankers’
motives when they purchased the Treasury’s loans, the Secretary main-
tained that financiers bought for the hearty investment profits the
loans offered. Furious, many New York and Boston bankers, who had
risked bankruptcy if government stocks proved unsalable, insisted
that they had “from a spirit of patriotism undertaken a burthensome
responsibility, not from a desire to make money out of it, nor from
any other interested motive.” When this spat had just calmed, Chase
again stirred up wrath when he angrily implied that bankers were
trying to cheat the government in a wrangle over a mathematical error.
It was not long before the Secretary and his men suspected disloyalty
whenever bankers challenged policies that threatened to ruin them.*

For their part, many bankers increasingly distrusted the austere,
distant Treasury Secretary. They could not believe he conceived of a
mutually beneficial program, for he ignored their most basic prob-
lems. He refused to moderate his calculations of the nation’s financial
needs in his annual report, even though his large estimates, by de-
stroying the market for Union securities, might ruin the bankers who
had loyally absorbed government bonds. Even Chase’s efforts to cre-
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ate a body of sympathetic banks caused trouble. After unsuccessfully
asking individual banks to join cooperative organizations to facilitate
the loan distribution, he floated the idea of joining existing state banks
into a national bank plan. Because this would cut his dependence on
the difficult New York Banking Association, rumors of Chase’s plan
were enough to “scatter our Bank gentlemen in alarm,” one observer
commented.*!

By December, the situation was critical. The financial community
credited rumors that the Secretary would enact a policy crippling to
the banks, and a small but important group of New York bankers
threatened to break all relations with the Treasury.*> Although these
men backed down, most bankers’ unrest continued through Decem-
ber. Tales of corruption in the War Department hurt public morale
and slowed bond sales. Then rumors began of war with England over
the Trent affair, in which Union officers boarded a British vessel and
removed Confederate commissioners traveling to England, and stocks
plummeted. Despite bankers’ opposition to the plan, Congress began
to develop legislation that would create a national currency, while at
the same time specie continued to drain from the banks.* Chase tried
to calm financiers by visiting New York and prophesying military
triumphs, but his attempt failed. After a month of threatening to
suspend specie payments, the New York banks finally did so at the
end of December. While most bankers blamed the suspension on the
Treasury Secretary’s rigidity, or on Congress for hesitating to back
bonds with adequate taxation, Chase felt the suspension was unnec-
essary and “deplore[d] [it] exceedingly.” His men whispered to him
that “there are strong indications of an attempt to make direct war
upon the Treasury.”*

The public had only limited information about negotiations be-
tween the Treasury and the financiers. As people saw little of the
positive efforts of bankers and instead read in the press primarily
about quarrels, popular Republican sympathies from the start were
with the Secretary and the government. The nation seemed prosperous
and bond sales indicated that there was plenty of money in the
country—at least in the East—so many concluded that the financiers’
problems with the Treasury must be caused by their greed. As bankers
fought with Chase, many Republicans, especially Westerners, grew
angry at the bankers. The editor of the Cincinnati Daily Commercial
warned that the banks were threatening specie suspension because
Chase had proposed a national bank, and declared that such a sus-
pension “would not be warranted in any event.”#
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Specie suspension further tarnished the banks’ image. It, too,
looked like an Eastern plot, for major banks in Indiana and Ohio did
not suspend until forced to do so by runs on their gold after the
Eastern banks proceeded with suspension. Republican newspaper edi-
tors, even those whose conviction of the unity of interests between
capital and government had made them see banks as the supports of
the government, questioned whether suspension was necessary. Bank-
ers seemed disloyal.*

Bankers continued to undermine their reputation after suspension.
While trying to protect their own vulnerable position, they challenged
the Treasury in ways that infuriated both the public and the Treasury
Secretary. They refused to take the final $50 million loan installment
for which they had an option, leaving the Treasury without funds.
They then prodded Chase and Congress to help them out of their own
plight. While the government had no money, and the printing of bonds
was running hundreds of thousands of dollars behind sales, New York
bankers demanded that Chase send them the bonds he owed them
from their advances to the government. Bankers then destroyed the
value of government demand notes by refusing to accept them, thus
preventing the Secretary from relieving the Treasury of some of its
most pressing debts by issuing notes to creditors. Bankers instead
advised Chase to raise money by selling bonds to them at whatever
discount the market commanded. Ignoring the very real crises that
many banks had reached by helping Chase, newspapers across the
country attacked the “presumptuous and insolent banks.”+

Facing the emergency at the beginning of 1862, Congress created a
paper currency, the “greenbacks,” to fund the war, but it still looked
to raise much of the Treasury’s revenue from bond sales. In February
1862, Congress authorized the issue of $500 million worth of bonds
bearing 6 percent interest, redeemable in five years at the pleasure of
the government, and payable in twenty years. These were quickly
dubbed “five-twenties.” To reinforce the value of the new currency,
Congress made the greenbacks convertible into five-twenties. Con-
vertibility meant that the relationship between the notes and bonds
was stable; $100 in notes would always buy $100 worth of bonds,
regardless of market conditions.

Beginning to move away from bankers, Congress designed these
bonds to benefit taxpayers, not financiers. Many Easterners and New
Yorkers in Congress still spoke well of financiers, but some Western
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congressmen were fed up with “city bankers.” Any man who “hawks
the credit of the Government in the markets . . . to make the best
bargains for himself that he can” was simply “dust . . . compared to
the rights and interests of the people of this country,” according to
an Ohioan. More anxious to keep debt down than to please bankers,
Congress dropped the interest rate on the bonds to 6 percent. Further,
although financiers preferred long-term bonds, Chase himself, with
his desire to keep the national debt low, opposed giving the new
bonds a twenty-year maturation date. He refused to make the public
responsible for paying high interest for so long a time and demanded
a five-year maturation date so that the government could pay the
bonds early.*

More conservative than the House, the Senate refused to move quite
so quickly away from bankers for it knew it could not afford to
sacrifice the support of the financiers. It added to the bill a significant
concession to financial interests. To encourage investors, some Repub-
licans favored making interest on the new bonds payable in gold
rather than in the new paper money. This clause was not won without
a fight, however, for many congressmen, as well as the public, resented
the pretensions of uncooperative capitalists. The Senate agreed to
the provision reluctantly, and three of the House’s strongest financial
specialists vigorously opposed it. Elbridge G. Spaulding, Samuel
Hooper, and Thaddeus Stevens, all wealthy men who strongly sup-
ported the government, were examples of the Republican ideal of
unity of capital and government and their opposition to the plan
reinforced the idea that uncooperative bankers were attacking the
interests of the government. Stevens, a staunch defender of the poor,
insisted that the gold clause would distinguish between the two kinds
of government creditors: the rich investor, who lent money, and the
poor soldier, who offered his life. The soldiers had to accept paper
money as pay, while bondholders received gold. Stevens complained
that he was tired of permitting bankers to dictate to the government.*

Despite the Republicans’ efforts to formulate bond policy in the
public interest, newspapers soon attacked the Treasury Secretary for
catering to bankers. While waiting for sales of five-twenties to begin
bringing money from the public to the Treasury, Chase quietly sold
seven-thirties to banks. In June 1862, when these bonds sold at a 6
percent premium on the market, he sold $2.25 million worth of them
to two New York banks at a 3 percent premium paid in demand notes.
The Secretary’s supporters argued that he made this deal to reduce
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the supply of demand notes in circulation, for they were being used
to pay customs duties instead of gold, which the Treasury desperately
needed. Newspapers and some bankers cried foul, however, for the
men making the deal were friendly to Chase and had bid above the
94 cutoff of the first bond sale. Angry men charged the Secretary
with favoritism if not corruption for letting bankers walk off with a
$40,000 profit by simply unloading at a 6 percent premium the bonds
they had bought at 3 percent.®

The press’s attack on Chase’s work with bankers reflected the pub-
lic’s confidence in its financial strength. “The monetary affairs of
the country were never in a position which bespoke a greater de-
gree of activity and buoyancy,” wrote one newspaper correspondent.
The press rejoiced that the nation had no need of foreign aid. “We
are . . . every day becoming less and less dependent upon others,”
proclaimed one editor. Another maintained that soon England and
France would be begging for American friendship, but, he warned,
“we should pursue our path of glory and greatness without any
dependence upon other nations.” One correspondent saw the hand
of God in the finances: “Providence has singularly blessed this country
with everything necessary to render it independent of the world,” he
stated.’!

Despite public confidence bond sales were sluggish, and the Secre-
tary tried two things to speed them up. His first measure, an additional
issue of $150 million worth of greenbacks, passed Congress in June
1862 fairly easily. A new issue would guarantee that a shortage of
circulating currency would not prevent bond sales. It would also
please the public, especially in the West, where currency was tightest.*

Chase’s second measure for speeding up bond sales inflamed Con-
gress’s previously ambivalent feelings about the bankers. He asked
Congress to repeal the provision for convertibility of greenbacks to
five-twenties, for he was convinced that this provision destroyed the
viability of the bonds. The nation’s financial market dropped precipi-
tously with each rumor of failure on the battlefields and rose sharply
with each victory. Playing the market with all government securities
except the five-twenties, financiers cleared huge profits if they timed
their movements well. Investors could not speculate with five-twen-
ties, however, because the convertibility clause kept the bonds always
at par. When one could play the market with other bonds, the 6
percent interest of the five-twenties was unalluring, and large investors
refused to buy them.
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Congressmen correctly interpreted the repeal of convertibility as a
sop to banking interests. While some Republicans, mainly Easterners,
defended the patriotism and goodwill of the bankers, others, mainly
Westerners, were fed up with financiers and accused the Secretary of
favoring them. Speculation in bonds was one of the activities that had
made bankers popularly distrusted, for profits so made were not the
result of a man’s labor, but of his manipulation of money. In the case
of war bond speculation, such transactions seemed doubly evil, for
by injuring the Union’s credit they hurt the war effort. Congress
refused to repeal the convertibility clause.’

Furious at Congress’s intractability, by September 1862 Chase was
also frantic about the state of the nation’s finances, especially after
the second battle of Bull Run completely destroyed the market for
five-twenties. Running a deficit of nearly $36 million, the Treasury
was almost without resources. By September 30, 1862, only slightly
over $2.5 million worth of five-twenties had sold. In October, finan-
ciers confirmed the Secretary’s belief that he had been right about
convertibility. He explored selling five-twenties directly to banks but
was quickly rebuffed when bankers demanded a price well below par
to insure a large profit on the bonds.*

Congress’s refusal to repeal the convertibility clause encouraged
Chase to turn again to the public for funds. Realizing that selling the
five-twenties to banks at a discount would cost the nation at least $1
million extra, he determined to induce the public to take the bonds
at par. The popular financial mood was good, despite Chase’s worries.
The first heavy wartime tax went into effect in October, and people
were both pleased that the debt was being funded and convinced that
the feared taxation bore as lightly as it did because the Union was
strong and prosperous. A good harvest, which promised to bring gold
from Europe in its exchange, further buoyed popular financial morale.
Chase decided to take advantage of the public’s confidence by making
the sale of five-twenties “the second great national or popular loan.”*

Although he intended to let people buy bonds from Assistant Treas-
urers in major cities, the Secretary knew that the government had no
adequate facilities to market the loan itself. Recalling Cooke’s signal
success with the seven-thirties, Chase believed that the Philadelphian
could market the five-twenties better than anyone else. In an ironic
maneuver, Chase turned to Cooke—the man who would later come
to symbolize the Republicans’ unsavory ties to financiers—in an at-
tempt to free the Treasury from the aggressive demands of bankers.
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Chase wanted Cooke to bring popular support to the nation’s finances
so that the Treasury could operate without worrying about the plans
and actions of a few rich men, who had so far proved unmanageable.’”

The Secretary trusted Cooke for he knew him well. The respected
Philadelphia financier had been courting Chase while the New York
men had been irritating him. Cooke had deluged the Secretary with
patriotic advice on financial matters, entertained his daughters, pre-
sented the Secretary with a carriage (which Chase eventually refused),
and invested borrowed money for the older man’s personal account.
With Cooke’s flattery and sound advice contrasting sharply with
New York’s demands, Chase and Cooke became friends. Certain of
the young man’s honesty and rectitude, the Secretary hired Cooke,
confident that an arrangement could be negotiated that would satisfy
everyone in the nation, even “carpers and cavilers.”s

In October 1862, Chase appointed Cooke the General Subscription
Agent for the whole country. Hoping that Cooke could sell $1 million
worth of bonds per day, the Secretary authorized him to hire his own
agents and buy liberal advertising. He offered Cooke a commission
of one-half of one percent on the first $10 million of sales, and one
quarter of one percent on the rest. From this Cooke was to pay his
agents at least one-eighth of one percent on the first $10 million and
one-tenth on the rest, and to pay all advertising expenses. The Secre-
tary calculated that this method of bond sales would be much cheaper
for the Treasury than allowing banks to buy discounted bonds.*

Enthusiastic and energetic, Cooke acknowledged the Secretary’s
desire to make the public a mainstay of the Treasury. He assured
Chase that he would not only sell the five-twenties but also “enlighten
the whole community fully and constantly on the subject of the
nation’s resources and finances.” He would hire editors, advertise
widely, and give to his subagents at least the commission Chase had
suggested. Cooke was so enthusiastic that Chase had to remind him
to retain his own one-eighth of one percent commission, “which all
agree is a very moderate compensation for the services you render,
and the responsibilities you assume.”¢°

Cooke mounted an aggressive sales campaign to bring the public
to the support of the Treasury. “Every newspaper in the country [was]
made his assistant,” commented one newspaper editor. In addition to
advertising the loan and reporting each day’s sales in the press, Cooke
and his associates pressed different cities to take more bonds than a
local or regional rival. They also wrote editorials on the wisdom of



52« “Now Is the Time for Making Money”

investing in the five-twenties. In 1863, Cooke published a series of
articles entitled “The Best Way to Put Money Out at Interest,” which,
of course, recommended the government bonds. The young financier
employed subagents throughout the country to tap every town. “His
agents are among the gold fields of California, and the delvers for
silver in the mountains of Nevada, Idaho and Colorado,” recorded
one editorial. “They reach every military post and city,” it added, and
follow the Union armies to reach loyal men in the South.®!

In mid-November 1862, the Secretary complimented Cooke on his
marketing success, but the Treasury was still running a deficit. Treas-
ury note sales to banks and a temporary bank loan helped only
slightly, but they confirmed public faith in the finances. Since most
bankers had made it clear that they invested only in secure stocks,
their willingness to support the Treasury showed “the[ir] unwavering

confidence . . . in the Government,” asserted one reporter. The news
of the bank loan went “through the country like the news of a
victory.”¢?

Well aware of growing popular discontent with the banks—even
New York newspapers were shifting away from their support of
financiers—Republican congressmen continued to move bond policy
away from the bankers. As head of the House Committee on Ways
and Means, Thaddeus Stevens had opposed the gold clause in the
1862 currency act as a gross concession to financiers. Then, after
months of complaining bitterly that Treasury measures favored banks
at the expense of the public, he launched an attack on Chase’s poli-
cies. In December 1862, he introduced a novel bill to reorder drasti-
cally the Union’s financial system by severely weakening state banks
and subjecting them to strong national government control. “It is
known to this House,” Stevens commented in a masterpiece of un-
derstatement, “that I do not approve of the present financial system
of the Government.”*

Although willing to wean the Treasury from bankers, Chase was
aghast at Stevens’s wholesale attack on them, for they were still vital
for the solvency of the government. The Secretary sent Congress a
monumental financial package by which he acknowledged popular
pressure to decrease dependence on bankers at the same time that he
tried to retain financiers’ support. His financial proposal reintroduced
an earlier banking plan he had advocated that, instead of destroying
state banks, offered them the opportunity to join a national banking
system. National banks could issue a newly created national currency,
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which would rest on a capital fund of government securities. This new
banking system would provide a new, certain market for government
loans, and it would give the Secretary a supportive group of banks on
which to rely. It would solidify the “community of interest” between
the banks and the government for which Chase had striven.®

Chase’s plan was popular with the public. Some financiers, too,
notably Cooke, backed the Secretary and became more closely allied
with the government. Most bankers, however, furiously opposed the
plan. Representatives of the two sides battled it out in Congress; the
bill passed in February 1863. The Secretary had at first been obliged
to kneel to the bankers, wrote the editor of the Chicago Tribune, but
then, “after weeks of dangerous anxiety and vacillation, Mr. Chase
succeeded in turning the financial tide toward, instead of away from,
the Federal Treasury.” Despite the Secretary’s high hopes for the new
banking law, however, it did little, and Congress completely rewrote
it in 1864.%

Another part of the Secretary’s plan was an unprecedented $900
million loan package, which would cover the needs of the wartime
government through June 1865. Republicans, who had sustained
losses in the congressional elections just past, were anxious to fore-
stall antiwar Democrats by voting military appropriations before the
newly elected congressmen arrived. They passed the sweeping loan
bill, and Lincoln signed it on March 3, 1863. The new law offered
Chase great flexibility. It authorized the Secretary of the Treasury to
issue $300 million worth of securities for the current fiscal year, which
would end on June 30, and $600 million for the next fiscal year.
Encouraging the Secretary’s efforts to keep the national debt as low
as possible, it allowed him to issue bonds bearing not more than 6
percent interest, which would mature in no less than ten nor more
than forty years. In addition, Congress allowed the Treasury Secretary
to issue $300 million worth of interest-bearing Treasury notes. Finally,
trying to encourage Chase to turn still further away from bankers and
toward the public for funds, Congress officially permitted—and pri-
vately urged—the Secretary to issue another $150 million worth of
greenbacks.

This new loan package indicated the Republicans’ growing con-
fidence in the public’s ability to support the government financially.
The Union had found money in its own pockets to fund the war, and
Republicans had become increasingly sure of the nation’s financial
strength. This confidence combined with ill-feeling toward Europe
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over its neutral role in the war to make Republicans proud of the
nation’s self-sufficiency. “It is an indisputable fact,” said one congress-
man, “that the material interests of the North were never more pros-
perous than at present.” That the country could prosper in the midst
of a war so destructive of value indicated the true wealth and potential
of the nation, Republicans believed. After three years of war, noted
the Indianapolis Daily Journal, “instead of showing any signs of
exhaustion, the loyal States are just beginning to develop their real
power and exhaustless abundance.” The Union, reported the press,
seemed finally to be waking to its “stupendous . . . [financial]
strength.” The columns of the New York Times, among others, regu-
larly touted the country’s prosperity and insisted that the Union could
fund its own war effort, thus preventing the debilitating drain of
capital to Europe, which had contributed to the Republicans’ fear of
national debt at the start of the war. Keep the debt at home, demanded
a newspaper correspondent. “What is owed to our own people is no
loss,” he wrote; “the nation is no poorer for it.”¢’

The new Western gold mines reinforced public confidence about the
nation’s finances. Newspapers across the country picked up the first
rumors of gold in the territories and embellished them throughout the
war. Chase, too, pursued Western gold. Since early 1862, he had
received letters describing the incredible wealth of the Colorado and
Nevada gold mines and suggesting that the government find a way to
take some of it, either by taxation, fees, licensing, land sales, or
government ownership. In 1863, Chase asked the Secretary of the
Interior for a report on gold production in the Western states and
territories. In May 1863, the administration attempted unsuccessfully
to assert the government’s ownership of Western mining lands—a
right specifically reserved in state constitutions and Western regula-
tions. While the attempt failed in the face of Western outrage, neither
the administration nor the public abandoned the hope of exploiting
the rich Western mines for the benefit of the Treasury.*

Even Chase’s quiet exploration of a foreign loan in March 1863
revealed the Union’s growing financial self-confidence. The Secretary
asked two bankers on their way to Europe to pursue unobtrusively
the negotiation of foreign loans. He authorized another financier to
“remove erroneous and create true impressions” in Europe about the
North and its national credit. “It has not been thought advisable
hitherto [to] take any steps whatever towards any Foreign Loan,” the
Treasury Secretary reflected. “It was thought important to demon-
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strate to the world the ability of the country to provide for the large
demands on the Treasury created by the existing rebellion from its
own resources. This is now plainly seen; and the question of a Foreign
Loan has become one not of necessity but of expediency and econ-
omy.” Europe still had little interest, however, in lending money to
the Union except at exorbitant rates.®

In the summer and fall of 1863 the financial situation seemed to be
steadily improving. In April 1863, sales of five-twenties had increased
dramatically. Cooke’s efforts to reach investors in every city and town
had paid off: he was selling over a million dollars” worth of bonds a
day. From the Finance Committee, William Pitt Fessenden reflected
that “our financial system must be regarded as a success.” In May,
despite the disastrous Union defeat at Chancellorsville, Chase was
ebullient about the nation’s finances. Accounts at the Treasury were
paid in full, and he had almost ceased to issue Treasury notes because
revenue from bond sales, customs, and taxes amply covered expendi-
tures. And the Treasury’s affairs only got better. In July, the battle of
Gettysburg and the fall of Vicksburg sent Union morale skyrocketing.
Five-twenties sold in flurries, and newspapers hailed the power of the
Union’s pocket. When the loan closed at the end of January 1864,
Chase discovered that the tremendous run on five-twenties had gone
too far. Sales had exceeded the authorized $500 million issue.”

Backed by the public, Union finances were strong enough to permit
Chase to ease away from both bankers and Cooke. In April, the
Secretary felt able to decline the invitation of a group of sixty New
York bankers to dine at Delmonico’s in honor of his “public services
and private character.” He also felt secure enough in the summer of
1863 to cool his professional relationship with Cooke. Cooke’s honest
declaration that he was “doing about 20 times as much to help . . .
as [most others] put together” could no longer soothe Chase’s irrita-
tion at the financier’s lack of punctual accountings. In June, the
Secretary reduced Cooke’s commission on bond sales; then, skittish
about accusations of financial impropriety, he haughtily declined to
accept a check for money Cooke had made for him in what he
suspected were government stocks. Their professional relationship
remained distant from this time on, but their personal relationship
quickly warmed again.”!

On the strength of such a positive financial situation, Chase
launched a bid for the 1864 Republican presidential nomination. In
October 1863, he went to Ohio to vote in the fall elections. The West,
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especially, liked his popular loans, greenbacks, and national bank
plan, and Chase made the most of the region’s approval in speeches
there. At the Indianapolis State House, catering to the shifts in Re-
publican financial attitudes, Chase delivered to a crowd of Western
farmers and laborers a popularized overview of his financial measures.
To great applause, he explained that he had spurned England and
turned to America for money. Ignoring the still close ties of his de-
partment to cooperative banks, he accused bankers of trying to over-
charge the Treasury. He refused to pay extortionate rates, he claimed,
so he did just what “Mr. Smith, a farmer, and . . . Mr. Jones, a
mechanic, and . . . Mr. Robinson, a merchant” would have had him
do: he turned to the public. “My business,” said Chase, “was only to
interpret your will.” This was just what people wanted to hear. His
speeches attracted “wide and profound attention,” and his friends
intended to publish them as campaign documents.”

In 1864, the apparent security of the nation’s finances permitted an
examination of Republican bond policy. The Thirty-Eighth Congress,
seated in late 1863, had many more Democrats than the previous
Congress. In January 1864, vigorously opposed to the Secretary’s
presidential candidacy, congressional Democrats turned on him. The
popular reputation of bankers was now so tarnished that Democrats
found an easy target in Chase’s relationship to Cooke, who, ironically,
had been hired to cut Republican ties to banks. Since Cooke was
footing many of the Secretary’s political bills, an attack on the young
banker could seriously damage the Secretary’s campaign.

In their assault, Democratic congressmen glossed over the emerging
Republican distinction between cooperative and uncooperative finan-
ciers and accused the Republicans of fostering financial monopoly and
corruption. Ignoring the fact that Chase had hired Cooke as an
individual, Democrats emphasized Cooke’s presidency of a banking
concern. In January 1864, they introduced a House resolution de-
manding that Chase explain the services and fees of Cooke’s company
to the government. Attributing bond sales to favorable battle news
instead of Cooke’s efforts, Democrats suggested that Chase had ve-
nally enriched an unneeded financier. One senator referred to Jay
Cooke and Company as “this rich banking firm that has been made
rich by the drippings from the Treasury.” It had pocketed “perhaps a
million dollars . . . by being made the special and exclusive agent of
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the Treasury Department in disposing of the bonds of the Govern-
ment, which might have been disposed of by the ordinary machinery
of that Department.” Democratic newspapers joined the chorus, im-
pugning Cooke’s character and patriotism and calling for Congress
to make his government office a salaried public one.”

Chase’s supporters defended him fiercely, but the final word on his
relationship with Cooke came from the Secretary himself. In early
April 1864, he answered the House resolution. Recognizing that the
Democrats were using Cooke’s Treasury work to try to brand the
Republicans as friends of corruption and the discredited banks, Chase
emphasized that he had hired Cooke individually, not his banking
house. The Secretary insisted that the Treasury, with its lack of both
nationwide branches and infrastructure, could never have distributed
bonds with anywhere near the success Cooke enjoyed. He reminded
the House of Cooke’s great salesmanship; as one of 148 agents for
the seven-thirty loan of 1861, Cooke alone had marketed over one-
fifth of the total bonds sold. The Treasury was deeply indebted to the
Philadelphian, Chase insisted.”

Refuting the accusation that Cooke had profited unduly and to the
detriment of the Treasury from his commission, the Secretary high-
lighted the positive aspects of a close relationship between the gov-
ernment and helpful financiers. For his work with the seven-thirty
loan Cooke had been paid a fixed rate of under $7,000, Chase ex-
plained. Although Cooke had advanced over $3,000 for expenses
incurred marketing the bonds, he was reimbursed only $150. Accord-
ing to the Secretary, Cooke’s five-twenty agency had been even more
of a boon for the Treasury. Negotiating the five-twenties through
bankers would have cost the country $2 to $3 million on every $100
million of bonds, a total of over $12 million. Cooke’s total payment
was $1,350,000, of which less than $500,000 went to Cooke himself.
The total cost of selling the loan was eighteen days’ interest on the
whole amount, “less than the cost of any other great loan either
American or English hereto-fore negotiated,” according to Chase.”

With satisfaction, Chase proclaimed that his report was regarded
in Congress as “unanswerable,” and many Republican newspaper
editors throughout the country agreed. The editor of the New York
Times praised Cooke; the Cincinnati Daily Gazette reported that the
Secretary’s answer would “silence the shameless clamors” against the
Department.”

Despite strong Republican support for Chase’s position, the Demo-
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cratic challenge to the Secretary’s arrangement with Cooke revealed
weaknesses in the Republican ideal of cooperation between the gov-
ernment and friendly financiers. The idea that a private entrepreneur
on commission would serve the Treasury better than uninspired public
servants forced to deal with unscrupulous bankers seemed proved by
Cooke’s example, but the new, extraordinary amounts of Treasury
activity meant that commissions could reach unreasonable levels.
Further, critics understood that the personal ties of financiers to poli-
ticians, which Cooke exemplified at the beginning of the war, could
easily allow dishonest men to win lucrative government contracts
from corrupt politician friends. Chase’s close personal acquaintance
with Cooke correctly convinced the Secretary that the financier was
honest, but many men—notably those Chase appointed to handle
captured Southern cotton—called on their friendships with the credu-
lous Chase to hide dishonesty. “By communicating a word, a single
word to a friend, the Secretary of the Treasury can make him a rich
man,” a Democratic senator accurately insisted. Recognizing the dan-
gers of government ties to financiers, some Republican newspaper
editors suggested that Chase should never again work with Cooke.”

Noting the increasing Republican desire to minimize government
ties to bankers and to rest the Treasury on the financial strength of
the public, Chase made a grievous mistake in bond policy. When the
five-twenty loan closed triumphantly in January 1864, he declined to
issue more of the popular five-twenties, for which the Northern public
clamored. Trying to keep the national debt as low as possible, Chase
decided to issue 5 percent bonds redeemable in ten years and payable
in forty. Warnings from financiers that investors both small and large
would spurn a 5 percent loan after the 6 percent five-twenties only
hardened Chase’s resolve. Also following popular inclinations for the
marketing of the new bonds, the Secretary bypassed Cooke and mar-
keted the bonds through Assistant Treasurers and the new national
banks.”®

After an initial surge when the ten-forties entered the market in late
March 1864, sales slowed drastically, doing little to relieve the Treas-
ury. Bankers, congressmen, and eventually even the President, who
generally let Chase make his own decisions, asked the Secretary to
raise the bonds’ interest rate. Ignoring advice, Chase pressured Con-
gress to raise revenue by higher taxation and issued Treasury notes
and certificates of indebtedness to meet government expenses. He
quickly glutted the already fat money market, into which, on top of
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local currencies, he had pumped $750 million worth of greenbacks,
legal tender Treasury notes, and certificates of indebtedness since
taking office.” In June, Congress pointedly invited Chase to turn back
to the five-twenties by passing a new loan act that authorized the
Secretary of the Treasury to issue $400 million worth of bonds at
interest not more than 6 percent, to mature in five to forty years.
Finally acquiescing, the Secretary advertised for bids on a new $32
million issue of five-twenties at the end of June, but the sodden money
market had so killed interest in the loan that he withdrew the offer.®

The public, continuing to believe in the nation’s financial strength,
blamed the collapse of Union securities on traitors. After a tour of
the North, a New York Times correspondent reported that “the war,
so far, has produced no injurious effect whatever, on the wealth,
strength, and stability of this country.” Troubles with securities were
clearly caused by Confederate sympathizers, Republicans decided.
“The deepest stab which any traitor could give, at this time, to the
national life,” read another article in the New York Times, “would
be a blow at the public credit.” The editor of the New York Daily
Tribune claimed in his columns that Northern Democratic papers that
attacked the Union’s finances were “animated by a joyful hope of
producing a hopeless collapse and paralysis of the national credit” to
secure a rebel triumph.®

Chase’s ten-forty bond fiasco was his last effort as Secretary of the
Treasury. At the end of June 1864, after months of petulantly pres-
suring Congress to follow his orders, he abruptly tendered his resig-
nation when Lincoln declined to appoint his nominee for Assistant
Treasurer in New York. Lincoln, now safely renominated, astonished
the Secretary by accepting his resignation. Though angry and cha-
grined, Chase felt that he had done a good job. He assured his
successor that “all the great work of the Department was now fairly
blocked out and in progress.”®

Indeed, Chase’s wartime bond activities had established a trend in
Republican financial policy at the same time that they had critically
shaped Republican financial attitudes. Watching the Secretary fence
with uncooperative bankers made many Republicans gradually adopt
the negative Western Republican view of bankers. They began to
advocate the reduction of government ties to all but a few helpful
financiers; and gradually, as public pressure combined with fiscal
needs, Republican policy had turned toward resting the government’s
finances on popular support. Chase’s successful issue of over $1.5
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billion worth of debt without causing national ruin eased the initial
Republican horror of national debt and confirmed the belief of party
members that America was financially powerful. Republicans contin-
ued to worry about the deficit, and few were ever convinced it was
a good thing, but they no longer expected debt to cause instant dis-
aster because they were firmly convinced of the Union’s ability to
generate increasing amounts of capital. While the new Treasury Sec-
retary would inherit a cash crisis of larger proportions than any that
Chase had confronted during his tenure, he would have the advantage
of working with a nation that believed in its financial strength.®

After the President’s first choice to succeed Chase declined the
nomination, Lincoln nominated Senator William Pitt Fessenden. Des-
perately unhappy with the appointment, the chairman of the Finance
Committee nonetheless perceived that the “feverish condition” of
the money market and military reverses were so undermining public
confidence that his refusal to accept the position would precipitate a
crash. Such an event could very well result in Lincoln’s defeat in the
upcoming election, and might shatter the whole war effort. A shower
of telegrams, letters, and newspaper editorials encouraged him to
accept the post, and Fessenden took office on July 5.3

The Treasury needed money badly. Daily expenses ran about
$2.5 million, while the outstanding drafts on the Treasury—mostly
army paychecks—were around $50 million. Army pay requisitions on
September 1 would be another $50 million. Also outstanding were
over $160 million worth of certificates of indebtedness. Chase’s large
issue of circulating financial instruments had so terribly weakened the
money market that a House financial leader begged Fessenden not to
inflate the currency further.®

Fessenden had no grand financial plan when he took office; he
merely wanted to find money for the Union. Pushed by circumstances,
he coincidentally retraced much of Chase’s path and, in so doing,
confirmed that, until his most recent loan, the previous Secretary had
responded appropriately to the nation’s financial circumstances.

Fessenden was determined not to risk his reputation on a relation-
ship with Jay Cooke, and so, as Chase had done back in 1861, the
new Secretary turned first to bankers for funds. In order to raise the
money the Treasury needed, he tried to negotiate a $50 million loan
from New York, Boston, and Philadelphia financiers. Despite some
hopeful reports that “the entire money and business interests of the
nation are indissolubly intertwined with the interests of the govern-
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ment,” bankers told Fessenden, as they had his predecessor, that they
could not accommodate him unless the Treasury made significant
policy changes in their favor. The banks, an observer recalled with
disgust, viewed the Treasury crisis only “in the light of their own
interests.” Underneath the mutual expressions of esteem as negotia-
tions broke off, one Republican read the Secretary’s “bold . . . re-
ject[ion of] the pretensions of the New York banks.”%

Despite the soft money market, Fessenden turned to the public, as
Chase had done before him. He began to sell $200 million worth
of seven-thirties. Fessenden followed Chase’s lead in turning from
Cooke’s agency to the new national banks and Assistant Treasurers,
for these were supposed to be the agents of the people. The Secretary
appealed to the public to buy the bonds, assuring them that the Union
was strong and prosperous. “It is your war,” he wrote. “Much effort
has been made to shake public faith in our national credit, both at
home and abroad,” Fessenden reflected. “As yet we have asked no
foreign aid. Calm and self-reliant, our own means thus far have
proved adequate to our wants. They are yet ample to meet those of
the present and the future.” Newspapers echoed the Secretary’s sen-
timents and called for loyal men and women to subscribe.®”

Fessenden’s appeal had some effect; sales were around $1 million
per day for a few days. This initial enthusiasm soon waned. The
upcoming presidential election made investors worry about the secu-
rity of government bonds, especially since Republicans were again
assuring them, as they had in 1862, that Democratic victory would
mean repudiation. News from the battlefields was dull, and Jubal
Early’s spectacular raid on Washington hurt Northern morale. Bond
sales fell off. In August, Fessenden ruefully wrote to his assistant: “We
are not meeting with the hoped for success with regard to the loan
...and I am afraid we shall find ourselves in trouble unless General
Grant can help us.” After two months, less than one-fifth of the $200
million loan had sold.*

Claims on the Treasury mounted throughout the summer of 1864
while the Treasury’s receipts fell. In the fall, Chase’s first popular loan
came due, and the $150 million worth of seven-thirties issued in the
fall of 1861 compounded the problems caused by each day’s large
expenditures. Fessenden issued certificates of indebtedness to meet
bills, and by September there was an unbelievable $247 million worth
of them on the market. In this swollen money market, government
securities fell until even the solid five-twenties sold below par. By
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November, neither the new seven-thirties nor Chase’s ten-forties were
selling, and the financial situation was dire.*

As disaster approached, Fessenden began to see why his predecessor
had relied so heavily on Cooke. Despite the public’s confidence in the
nation’s financial strength and its increasing desire to run all financial
operations directly through a strong national system, the Treasury’s
national infrastructure was still completely inadequate to market huge
bond issues effectively. In the New York Daily Tribune, Horace
Greeley complained that the new national banks could not accomplish
the task, for there were too few of them to reach into every hamlet
as Cooke’s agents had done. Somehow, Greeley wrote, Fessenden
must find a way to reach everyone. Desperately, the Secretary gave
the national banks one more chance to market his seven-thirty loan,
but they failed.”

With the start of the new year and his own reelection to the Senate,
Fessenden committed himself at last to Cooke. Lincoln’s reelection
had calmed financial fears, while Sherman’s March to the Sea and the
Battle of Nashville bolstered morale. Fessenden hoped that, with
Cooke’s help, he could market new seven-thirties. He got permission
to issue up to $400 million worth of them, and on January 28, 18635,
Fessenden named Cooke the “general agent of the Treasury Depart-
ment for disposing of Government loans.” Beginning work on Febru-
ary 1, Cooke’s operations were immediately successful. Fessenden
claimed on February 4 that “we begin to feel the new agency already.”
In one day alone, Cooke sold over $3 million worth of bonds. In the
last week of the month, his agents sold over $35 million worth of
bonds—almost as much as the national banks had managed to market
in five months. Once again, Cooke’s sales teams and advertising ac-
complished what others could not.”!

By the spring of 1863, it was clear that the Union was winning the
war and that the Treasury was out of the woods. Bonds sold rapidly
as Cooke flooded newspapers with advertisements and as Grant’s
long, bloody war of attrition began to yield results. Even Europeans
began to invest in Union bonds. This development, years too late to
soothe Northern anger at Europe, elicited both Republican glee that
Union credit was so strong and chagrin that foreigners were assuming
some American debt. Proved financially secure, the North was deter-
mined to hold its own bonds.*

Fessenden sent a new loan bill to Congress in order to maintain the
momentum of the bond sales. Approved by Lincoln on March 3, the
act authorized the issue of another $600 million worth of bonds. Like
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the previous one, this act gave the Secretary great discretion. It called
for bonds of from five to forty years at interest rates of no more than
6 percent in coin or 7.3 percent in currency. In the House, Republicans
from the East as well as the West showed increasing dislike of the
provision for paying interest in gold, which they identified as favoring
financiers. Nonetheless, the House passed the bill by a party vote of
78 to 35, for the Treasury needed money. The Senate passed the bill
without a roll-call vote.”

A new Secretary carried the Treasury to the end of the war. In order
to take his seat in the Senate, Fessenden surrendered his office on
March 3, 1865, to Hugh McCulloch, an Indiana banker who had
worked closely with the Treasury during the war. Although forced to
ride the swells and ebbs of the stock market as the war’s end unsettled
prices, McCulloch ultimately did little but finish Fessenden’s final
loan. The public knew that the war’s victorious conclusion would halt
bond issues, and the popular demand for the now-secure bonds en-
abled Cooke to market quickly the final $300 million worth of seven-
thirties.”

The day the North heard of Richmond’s fall, Cooke hung from his
office a sign that embodied the Treasury’s wartime activity. Between
two large inscriptions, “5-20” and “7-30,” an even larger banner
read:

The Bravery of our Army
The Valor of our Navy
Sustained by our Treasury
upon the Faith and
Substance of

A Patriotic People.

The Union’s patriotic people had in four years absorbed a national
debt of over $2.5 billion.*”s

That the Treasury’s soundness was perceived in 1865 as the people’s
triumph indicated the important effects of bond policy, despite the
early demise of the image of popular assumption of the national debt.
Although Democrats continued to develop the theme of Republican
ties to favored bankers, most Republicans believed both that they
had financed the war without the help of uncooperative financiers
and that the cooperative bankers who had helped in the war effort
were representative of the people. Successful domestic bond sales also
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made Republicans stress the nation’s newfound financial indepen-
dence from the moneyed men of Europe. “If there is one conviction
resting on the popular mind,” read an 1864 New York Post article
reprinted in the West, “it is that the nation is able to bear its own
[financial] burdens.”?

The perceived public strength behind the national debt cemented
individuals’ ties to an increasingly strong Union government. Chase
had tried, as he reported, to distribute the debt “into the hands of the
greatest possible number of holders,” and at the end of the war a
Western newspaper reflected that “there has never been a national
debt so generously distributed among and held by the masses of the
people as all the obligations of the United States. This shows at once
the strength of popular institutions, and the confidence the people
have in their perpetuity.””’

Popular bond sales helped the Republicans to emerge from the war
with a strong belief in the triumphant destiny of America and its
people. The public’s steady purchase of bonds allayed the Republi-
cans’ initial fear that the war’s destruction of wealth would bankrupt
the Union. “We began without capital and if we should lose the
greater part of it before this [war] is over,” Chase wrote in 1863,
“labor will bring it back again and with a power hitherto unfelt
among us.” It seemed that America must be fabulously rich and
Americans favored of God to thrive in such adverse circumstances.
America is “to-day the most powerful nation on the face of the globe,”
a Western congressmen told an Indiana crowd in 1864. “This war has
been the means of developing resources and capabilities such as you
never before dreamed that you possessed.””® Pride in the nation’s
financial power and fiscal independence from Europe convinced Re-
publicans of America’s future as one of the greatest nations in the
world.

The popular belief in national financial strength, the identification
of the public with the government, and the conviction of America’s
great destiny long outlived the country’s immediate postwar financial
euphoria. Despite Jay Cooke’s repeated and increasingly shrill insis-
tence that “out of three million subscribers to our various public
loans, over nine-tenths are of the class called the people,” by 1867 a
significant group of Northerners observed the frenzied postwar Wall
Street traffic in United States bonds, including their increasing sales
overseas and, echoing Democrats’ wartime accusations, argued that
rich bondholders were soaking poor laborers. This group found a
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voice in the 1868 Democratic “ragbaby” presidential campaign. Re-
calling Democratic wartime class rhetoric, tapping Western distrust
of Eastern wealth, and feeding Western fondness for greenbacks, the
Democrats in 1868 proposed the redemption of war bonds not in
gold, but in depreciated paper money.”

Grant’s triumph in 1868 reaffirmed a Republican commitment to
honoring the wartime bonds in gold, but some Republicans defected
to the idea of redeeming bonds in greenbacks, although they were
probably driven by enthusiasm for greenbacks rather than by class
resentments. The fracture in Republican support for bondholders
indicated not only the fragility of the idea of the popular assumption
of the national debt and the consequent emphasis on a popular com-
munity, but also the tensions over national policy that could emerge
from the identification of the American government with the Ameri-
can people when the image of a popular community splintered.!®



5 “A Centralization of Power,
Such as Hamilton Might Have
Fulogised as Magnificent’
Monetary Liegislation

In a nation’s wealth, business, and resources consists the greatest
strength; and these almost entirely depend upon the wise, uni-
form, and safe conduct of the finances. Success in business, the de-
velopment of resources, the comparatively even accumulations of
wealth, and the national success and prosperity, call for a system
of finance which will preserve uniformity of values, stability of
credit, and the highest attainable confidence.

—Reuben E. Fenton, 1863

Their conflicts with bankers over bond negotiations and their increas-
ing faith in the public’s ability to support the Union’s finances helped
to convince Republicans that the nation’s banking and currency sys-
tem needed an overhaul. Party members were forced initially to con-
sider emergency legislation when the banks suspended specie pay-
ments and destroyed the nation’s money. Then, in order to give the
public more control over the nation’s capital and to weaken the power
of bankers, Republicans asserted the power of the national govern-
ment to control the nation’s finances and acted to institutionalize their
idea of a harmony of interest between financiers and the government.
As they created a national currency and centralized the country’s
banks, Republicans were building a new economic role for an increas-
ingly powerful national government, permanently involving it in the
country’s monetary affairs.

Before the Civil War, America had neither a national currency nor,
after the dissolution of the Second Bank of the United States, a
national banking system. State-chartered local institutions were the
nation’s sole banks, and they issued their own currencies based on a
limited reserve of capital. The issue of notes proved very profitable
for these banks, for they expanded an institution’s ability to lend.
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Notes, which could nominally be exchanged on demand for specie at
the bank of issue, entered circulation when banks made loans. An
institution that could not honor its notes closed its doors, and its notes
became worthless. Accepting such an unstable currency was always
risky, and for that reason banks or businesses would “discount” the
notes of other banks before taking them. Thus, a $10 bill from a
Maine bank might be worth only $8 in Boston, or $5 in New York.
One historian estimated that there were seven thousand different
kinds of bank notes in circulation before the war, not including
ever-present counterfeits.!

When the war began, Republicans had different attitudes about the
state bank system depending on the region from which they came. In
general, they dreaded the consolidation of the “money power” into a
monopoly that usurped the products of labor, but they were divided
over whether or not state banks exercised such evil control. In the
East, where strong state banks issued secure notes, Republicans be-
lieved that banks were a healthy element of society, that capitalists
had the same interests as a good government, and that bankers would
cooperate heartily with government measures to fill the Treasury.

In the West, whose many stable banks were obscured in the popular
mind by “wildcat” banks that issued worthless currency, Republicans
distrusted bankers. Having watched state bank notes depreciate in
their pockets, they tended to associate banking with ill-gotten gains
and believed that bankers manipulated the value created by the labor
of others rather than producing anything themselves. Western Repub-
licans thought that, far from contributing to society, bankers were
parasites who sucked up the profits of Western agriculture. For dec-
ades, Westerners had searched unsuccessfully for ways to stabilize
their currency. Before the formation of the Republican party, some
Western Whigs, notably Abraham Lincoln, had called for a new
national bank to provide a secure currency, while other Westerners,
especially Democrats who had loathed the old Bank of the United
States, worried that such a powerful bank would simply hold an even
greater monopoly than the state banks already had. Although Western
Whigs and Democrats brought into the Republican party different
ideas about the solution to the bank problem, they shared a dislike
of the current arrangement.?

Western Republican dislike of the state bank note system grew even
stronger when the outbreak of hostilities made Western currencies
crumble. A reserve of Southern state bonds backed much of the West’s
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currency; when secession made the bonds worthless, the currency
instantly collapsed. The West fell desperately short of money and
business stagnated.’ As early as April 1861, the Philadelphia Inquirer
reported on “the deranged state of Western currency,” and in June,
the collapse of Wisconsin currency incited mobs that stormed Mil-
waukee’s banks, forcing the governor to declare martial law. By
September, a Republican congressman reported that “the Northwest
[was] almost destitute of paper currency of their own,” and by the
end of 1861, most Western money was so heavily discounted it was
almost entirely out of circulation except in the localities from which
it came.*

When the Union’s lack of a national financial infrastructure and a
national system of taxation forced Treasury Secretary Chase to raise
revenue by selling Union bonds to state banks, Republicans across the
North saw that bond sales did not bring in enough money to fund
the war, and grew angry at bankers’ apparent reluctance to help the
Union. At the same time that it became imperative to find new sources
of revenue, Chase, and many of the Republicans who watched him
tussle with the banks, began to think of weakening state banks and
reducing the government’s dependency on them.

On December 9, 1861, with the Union’s financial situation becom-
ing critical, and expecting little help from bankers without some
pressure, Chase delivered his annual Report to Congress. In it, he
discussed novel monetary reforms that would both raise revenue and
reduce the power of state banks.

The Union had two options to solve its financial woes, Chase told
Congress. Its first alternative, he said, was to force state banks to retire
their bank notes and replace them with national government demand
notes. These government notes would become the nation’s only cur-
rency, entering circulation when the government paid them to credi-
tors. This plan would destroy state bank note issue altogether and
would base the nation’s currency solely on government credit. Reflect-
ing his roots as a hard-money Democrat, Chase specified that such a
government currency must be convertible to specie.’

The Secretary’s explication of this first alternative noted the grow-
ing Republican dislike of bankers, but warned that such a drastic
revision of the nation’s financial system might be imprudent. He
acknowledged that a currency of government notes “would be equiva-
lent to a loan to the Government without interest . . . and without
expense . . . ; while the people would gain the additional advantage
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of a uniform currency, and relief from a considerable burden in the
form of interest on debt”; but a government currency was hazardous
as well as beneficial, the Secretary continued. There was an ever-pre-
sent danger of overissue, panic, depreciated currency, and “the im-
measurable evils of dishonored public faith and national bankruptcy.”
Chase also implied that this plan would raise Republican fears of
creating a powerful government money monopoly.

The Union’s second option, Chase said, was to create a new na-
tional currency that existing state banks would circulate in place of
their own notes. Unlike government demand notes, this currency
would be secured by private capital as well as by government credit.
Adapting to a national scale a plan successfully operating in New
York, the Secretary suggested that banks could invest their capital in
government bonds, which they would deposit with the Treasury. In
return, the Treasury would provide them with national notes to cir-
culate. This plan would bring money to the Treasury by increasing
demand for bonds at the same time that it would cement the coop-
eration of state banks with Republican financial policies by tying them
to the national government.” Leaving state banks the privilege of
issuing currency—only now it would be national currency rather than
their own notes—this plan would avoid great interruption in the
financial community. It would leave the nation’s currency secured first
by private capital and second by the government or, as Republicans
conceived of it, by the American people and their ability to fund their
bonds through their productive labor. This second option, Chase said,
offered a uniform, secure currency, safeguarded as much as possible
from depreciation, “without rising the perils of a great money mo-
nopoly.”

Chase’s presentation of these two plans was a thinly veiled threat
to the bankers who had refused to do his bidding during bond nego-
tiations. He remarked that the policy of issuing government Treasury
notes—which would take from existing banks their very profitable
business of circulation—had already commenced, for Congress had
authorized the issue of $50 million worth of demand notes in July
1861. Although he claimed to dislike this option, he warned bankers
that a plan to continue such issues would “hardly fail of legislative
sanction” if sufficient safeguards against overissue could be devised.
The second plan, however, which the Treasury Secretary preferred,
would allow banks that cooperated with the government to continue
to circulate currency. “Through the voluntary action of the existing
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institutions, aided by wise legislation,” Chase rhapsodized, “the great
transition from a currency heterogeneous, unequal, and unsafe, to one
uniform, equal, and safe, may be speedily and almost imperceptibly
accomplished.”

While most New York bankers were furious at the suggestion of a
national currency, Republicans outside of banking circles, primarily
in the West, liked the scheme. Some welcomed the promise of a
permanent, stable currency; some made much of the idea that a
national currency would promote a sentiment of nationality; and
some hoped to break the power of the state banks. The editor of the
Cincinnati Daily Commercial reported that the currency plan was
popular, and, worrying that pressure from the bank lobby would keep
Congress from passing it, he encouraged his readers to challenge the
power of the banks. “If a class interest is likely to control the action
of Congress prejudicially, and to embarrass the administration of the
Treasury Department in its present extremity,” he wrote, “it were high
time that the people were looking more jealously upon the exercise
of such power.”®

A subcommittee of the House Ways and Means Committee, con-
sisting of Elbridge G. Spaulding of New York as chairman, Republi-
can Samuel Hooper, a retired Boston merchant and financier whose
business ventures had netted him a tidy fortune, and Democrat Eras-
tus Corning, an Albany millionaire, went right to work on a national
currency bill, but before the subcommittee could mature Chase’s plan
the bottom fell out of the Union’s financial system. The bankers’ anger,
threats of a war with England over the Trent affair, low Northern
morale, and rumors that Chase planned to issue several millions of
dollars of paper currency fueled financial fears and gold hoarding.’
Chase rushed to New York to reassure bankers of both his own
goodwill and the safety of the country’s finances, but despite his
efforts, Northeastern banks suspended specie payments on December
30. The government followed suit, for it honored in coin its demand
notes and bank suspension caused a run on what little gold remained
in the Treasury. Within three weeks, almost all Northern banks were
unable to redeem their notes. Lacking even a nominal right of redemp-
tion in coin, the value of state bank currency now had no foundation
at all. People refused to use such volatile currency and searched wildly
for a secure medium of exchange. “We must not only have money,”
declared a New York assemblyman, “but we must have it at once.”"°

Meanwhile, the government desperately needed funds to finance the
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war. Feeding, clothing, and equipping an army of half a million men
and a growing navy was costing up to $2 million each day, and the
Treasury was empty. Selling more bonds would be ruinous, for gov-
ernment securities commanded only a fraction of their face value.
Taxation could not solve the immediate crisis either, for implementing
a sweeping revenue system would take much too long. Treasury notes
were useless because many New York bankers refused to accept them
until Congress provided for their repayment.!!

As soon as it heard that New York bankers had voted on December
28 to suspend specie payments, the subcommittee realized that its
sixty-section bank bill embodying Chase’s suggestions for a rather
complicated national currency system could not be enacted quickly
enough to provide emergency funds. Now convinced that the govern-
ment could not rely on state bankers for help, the subcommittee wrote
a bill that would create the government paper money that Chase had
mentioned unenthusiastically in his report. Spaulding introduced the
bill to the House on December 30—the day New York banks sus-
pended specie payments—and Horace Greeley printed it in the New
York Daily Tribune on December 31, 1861. Bypassing bankers, the
plan dropped the idea of placing bank capital behind a new national
currency and called instead for the government to issue Treasury notes
that would enter circulation when Chase used them to pay the gov-
ernment’s outstanding bills. Unlike the government currency Chase
had mentioned in his report, these proposed government notes were
not redeemable in specie. They were based instead on the good faith
of the government.'

In the three weeks before Congress began debating the unprece-
dented and momentous plan, public emotions about government cur-
rency ran high. There were two related issues: the idea of irredeemable
paper money, and the idea that the government was to issue that
money. Most Republicans had a long-standing horror of irredeemable
paper currency. Because gold and silver were uniquely stable, distinc-
tive, and internationally accepted media of exchange, most Republi-
cans retained a belief that specie was the only true standard of value.
They thought that, unlike specie, paper notes were a debt—“a mere
memorandum of an unfulfilled contract”—payable in specie in the
future.

Republicans refused to consider paper as money because unlike
specie, whose even production kept its value stable, paper money’s
worth fluctuated, threatening the bedrock Republican principle that
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value was a product of labor. Unstable paper money detached value
from the labor employed in production and attached it instead to
conditions in the money market. Volatile currency destroyed people’s
desire to engage in steady and productive work. All commerce and
business slowed while “knavery and swindling” flourished, claimed
Greeley in the New York Daily Tribune."

The fact that the government would issue the proposed paper
money compounded Republican dislike of it. Taking their cue from
the rural world of small enterprise from which they had come and
from their favorite economists, most Republicans conceived of na-
tional finance as simply a larger version of individual finance. A
penniless person could not buy goods with a mere promise to pay
sometime in the future; nor could a nation, they thought. “Business
may be carried on with cash or on credit,” wrote a Boston newspaper
editor. “Governments must adopt the same principle . . . Who ever
heard of a merchant or manufacturer carrying on a successful business
by means of loans payable . . . when convenient to himself?”'

Some Republicans also worried, as Chase had suggested in his
report, that government control over all currency issues would create
a great money monopoly. The theorist who had provided the blueprint
for Chase’s bank plan admitted that government currency would
indeed create an “unqualified government monopoly,” although he
defended it as a legitimate and beneficial constitutional power of the
government and claimed that all Americans would share in the ad-
vantages of the monopoly. The editor of the Cincinnati Daily Com-
mercial nonetheless reflected that a currency of Treasury notes might
plant “the seed of a power in the government that may be easily
debased to the worst uses and become a fearful oppressor of the
political rights of the people.”'¢

Republicans feared that government paper currency would always
be susceptible to overissue. The South had turned quickly to paper
money, and it well illustrated the potential disasters of such a policy.
As early as June 1861 a Philadelphia Inquirer correspondent had
laughed at the instant depreciation of Southern bills. By May 1862,
Greeley reported in the New York Daily Tribune that the South was
wallowing in the “fetid trash” of overissue; its currency had turned
into “greasy mementoes of typographical barbarism.” “Southern za-
nies,” he declared, “”were rioting in a “great carnival of rags.”"

Spaulding’s plan for a government paper currency added one more
objectionable element to the idea of government paper money by
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declaring the government’s paper to be legal tender for all debts; that
is, by law the new notes would have to be accepted in payment for
obligations. This would prevent New York bankers from snubbing
the government paper. Some argued that Congress had constitutional
power only to “coin” money, not to declare paper a currency. They
further pointed out that the Constitution forbade states to make
anything but gold or silver legal tender, and that, by implication, the
national government could not either. Finally, and most powerfully,
some Republicans held that the creation of a paper legal tender would
unconstitutionally impair contracts made in specie.'

Reactions to the currency plan reflected the two different Republi-
can attitudes about the role of bankers in the economy. Many Repub-
licans, primarily in the East, clung firmly to their dislike of paper
money and hoped that capitalists and the government would cooper-
ate to solve the crisis in some other fashion. A Philadelphia paper
admonished that “symptoms of disagreement” between the govern-
ment and the banks were not “looked upon with approbation” and
were already producing “mischief.” Horace Greeley agreed. “In a time
like this,” he wrote, “a difference between the Government and the
moneyed capitalists would be suicidal.” Bankers blamed the crisis on
Chase’s refusal to listen to them. They opposed the currency plan
because they predicted the Union would collapse in worthless paper
money and, less openly, feared measures that would weaken the
country banks whose profits depended on bank note issues, for the
deposits of rural organizations in New York City banks were the
major source of profits for the New York bankers. They called for
more of the measures that they and the Secretary had adopted to-
gether: loans, taxes, and interest-bearing demand notes. One went so
far as to call for a board of loan commissioners, comprised of busi-
nessmen, to negotiate government bonds on whatever terms they saw
fit. The government, he wrote, needed the help of the experienced
financial men whose loyalty in buying bonds was solely responsible
for the maintenance of the Treasury so far.”

Other Republicans, primarily Westerners, were so angry at banks
that they backed the currency plan, answering their old dislike of
paper money with a new conviction that the government repre-
sented the people and must be upheld against the banking interests.
Calling for exclusive government control of finances, they asserted
that irresponsible—and probably disloyal—banks were attempting to
set themselves above the government by dictating terms to the coun-
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try. Fulminating against New York “stock gamblers,” the editor of
the Chicago Tribune claimed that Westerners wanted government
legal tender to replace state bank notes. Noting that the creation of
government notes would bring the people’s capital to the government
instead of to banks, he insisted that the government must make and
control its own currency, even if that would destroy state banks. A
Republican from Ohio agreed, writing to his congressman, “We are
all in favor of the citizens of the Republic becoming its creditors,
rather than the debtors of the bankers and capitalists.” The editor of
the New York Times declared that the vast loyal majority of people
would applaud the issue of national currency stamped as legal ten-
der, for they desired “to see the sovereign power of this Govern-
ment asserted.” Newspapers picturesquely reported that the cry in the
streets was “Down with the banks, and give us a national currency.”?

Spaulding’s subcommittee continued the Republican attack on
banking interests when it released its long bank bill in the midst of
the currency controversy. This unworkable bill, which died quickly in
the Ways and Means Committee, called for the establishment of
national banks to operate alongside state banks. Like the currency
plan, the call for national banks was popular, especially among West-
ern Republicans, while it confirmed many Eastern bankers’ dislike of
Republican financial policies.”!

Anxious to reestablish good relations with the Eastern bank lobby,
whose opposition to even his less radical currency ideas had been
much more strident than he had expected and whose support he still
needed to raise revenue, Chase privately threw his weight against the
subcommittee’s legal tender plan and invited bankers from New York,
Philadelphia, and Boston to help him solve the crisis. They gathered
at Chase’s home on January 13, 1862. After the Secretary rejected the
bankers’ proposal that he sell bonds at whatever price they could
command, Chase and the bankers drafted a plan that they believed
would solve the money problem. They returned to the idea of funding
the war with bonds, calling for the Treasury to pay to its creditors
seven-thirty bonds and interest-bearing notes, which were convertible
to the bonds. The agreement squelched the idea of currency based on
government credit, rejecting further issues of demand notes and lim-
iting the government to the $50 million worth authorized the previous
July. This limit would guarantee the banks’ monopoly on bank notes.
In exchange, the banks promised to receive and pay out both govern-
ment demand notes and the proposed interest-bearing notes.??
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While even many bankers disliked this solution to the problem, the
public was outraged. Republicans who had previously hoped the
banks and the government would cooperate began to call for govern-
ment control of the nation’s finances. The New York Times dismissed
the plan as a bankers’ scheme, and the New York Daily Tribune
claimed that the suggestions of “so-called financiers” had not im-
pressed the Ways and Means Committee, which had determined to
push the Treasury note bill. The New York Post trumpeted that Ways
and Means Committee members opposed the plan two to one. In
Philadelphia, the moderate Daily Evening Bulletin accused arrogant
financiers of conspiring to dictate a selfish policy to the Government
and called for Congress to make Treasury notes legal tender.?

With most of the public angry about the solution that Chase and the
bankers had proposed, Congress returned to a plan of paper currency
issued by the national government. On January 22, 1862, from the
Committee on Ways and Means, Spaulding introduced a bill (H.R.
240) that would become the Legal Tender Act. This bill authorized
the issue of $100 million of non-interest-bearing Treasury notes for
use as legal tender in payment of all public and private debts. The
newly created paper money would enter circulation when it was paid
to such government creditors as army contractors and soldiers. Re-
vealing that Republicans were still reluctant to believe that paper
could be stable enough to serve the same purpose as specie, the bill
provided that the proposed notes would not technically be irredeem-
able but would be redeemed at the pleasure of the government. At the
option of the holder, they could also be converted into interest-bearing
government bonds, of which the bill authorized the issue of $500
million worth. When Spaulding consulted Chase about the bill, the
Secretary, who was still trying to soothe angry bankers, neatly avoided
responsibility for the legal tender plan and, in so doing, placed Con-
gress at the head of the movement for a popular government paper
currency. He said that he regretted that “it [was] found necessary to
resort” to such a measure, but that he was “heartily desirous” of
cooperating with the Ways and Means Committee.>*

The next day, the New York Times reported that “the unanimity
with which [the bill] is received in this commercial City is scarcely
qualified by a show of respectable or loyal opposition.” That was
hardly true, for the staunchly Republican New York Daily Tribune,
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for one, was set against the legal tender clause. Although inaccurate,
the assertion illustrated that the battle over the plan was becoming
associated with loyalty to the government. Bankers who disliked the
bill were already suspect for their refusal to cooperate with Chase’s
requests over bonds, and Democrats both in and out of Congress were
beginning to oppose the plan out of their increasingly fervent dislike
of any expansion of the national government’s power. From the co-
operation of Democrats and financiers would come two results: Re-
publicans—eventually including Greeley—would rally behind the pro-
posal; and the bank lobby, which had originally opposed the plan,
would acquire the taint of disloyalty.”

Congressional discussion of the bill began a week after Spaulding
introduced the measure. Citing the nationalist Alexander Hamilton
as its authority for constitutional interpretation, Spaulding’s opening
speech revealed that the Republican party was beginning to advocate
centralization of the Union’s monetary system in order to place it in
the hands of the people, rather than at the mercy of unpopular
bankers. Spaulding assured the House that the plan would remedy the
perilous state of the nation’s finances and, addressing constitutional
objections to government paper money, he insisted that “the war
power must be exercised to its full extent” to maintain the army and
to coin and to regulate the value of money. Catering to popular
aversion to the banks, Spaulding claimed that the bill would keep the
government from going “into Wall street, State street, Chestnut street,
or any other street begging for money” and would instead “assert the
power and dignity of the Government.”

Spaulding’s advocacy of the bill revealed that Republicans anxious
to increase government control over the nation’s finances had begun
to distinguish between two groups of bankers: those cheerfully coop-
erating with the Treasury, whom Republicans believed to be the na-
tion’s true statesmanlike capitalists acting in concert with the people;
and those opposing the Treasury’s policies, whom party members saw
as unpatriotic, greedy speculators. As one Western Republican ex-
plained: “The true capitalists of the country are patriotic; they have
furnished their means liberally; but there is a class of bankers . . . who
would make merchandise of the hopes and fears of the Republic.” In
early February, Spaulding introduced a letter from Chase, which deftly
illustrated that even the Treasury Secretary had begun to make this
distinction. In his letter, Chase abandoned his hard-money principles,



Monetary Legislation « 77

urging the bill’s passage despite his regret that a simple issue of
Treasury notes would not suffice in the crisis. The people and many
banking institutions would have accepted such a remedy, he wrote,
but unfortunately, the refusal of some uncooperative bankers to trade
in Treasury notes made it necessary to declare Treasury notes legal
tender.

Republican opponents of the bill, however, still adhered to the
traditional Eastern belief that capital and government shared a har-
mony of interest. Resisting central control of the finances, they por-
trayed state banks as loyal partners of the government. Justin Smith
Morrill of Vermont, a longtime shareholder in a state bank, launched
an all-out assault on the bill’s legal tender clause, contending that it
was unconstitutional and immoral, would destroy the national credit,
and would cause inflation. From the minority of the Ways and Means
Committee he introduced a substitute to the bill, which generally
followed the terms of the bankers’ January agreement with Chase.
New York Republican Roscoe Conkling, who spoke for the New York
banking interest, followed Morrill. Emphasizing the loyalty and self-
sacrifice of banks during the early days of the war, he accused advo-
cates of both the currency bill and the banking scheme of being
prompted by hostility to state banks.?

Proponents of the bill acknowledged that it would strengthen
the national government’s influence in financial matters, but repre-
sentatives from different regions placed different emphasis on what
that increased involvement meant. A few Easterners in favor of the
measure tried to reassure bankers that the bill would not replace state
banks with a government system, claiming that the plan simply com-
bined government and business. A Massachusetts representative, for
instance, emphasized Hamilton’s friendship with leading merchants
and financiers, and recalled that the cooperation of government and
bankers had created the means to fund the American Revolution. But
Westerners militantly argued that the government must take control
over the nation’s finances from uncooperative financiers. Although
acknowledging that “many bankers . . . have been patriotic and self-
sacrificing in the cause of the country,” Republican John A. Bingham
of Ohio protested efforts “to lay the power of the American people
to control their currency . . . at the feet of brokers and of city bank-
ers.” Need also helped to drive Western support for the government
money. Insisting that they desperately needed currency, Westerners
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maintained that their region would welcome the proposed govern-
ment notes, for they would be more secure than those with which the
region had suffered.

On February 6, Committee on Ways and Means chairman Thad-
deus Stevens closed the House debate only two weeks after the bill
had been introduced. He supported a strong central government, and,
with the characteristic self-assurance that marked this dictatorial man,
he contended that a uniform national currency would be better than
any other. He declared the proposed measure constitutional and ex-
pedient and denied that supplementary issues of currency would be
necessary after the proposed bills entered circulation. Dubbing Mor-
rill’s substitute for the bill—one advocated by the minority of his
own committee—a ridiculous “curiosity,” the powerful Pennsylva-
nian hailed Spaulding’s bill as “the most auspicious measure of this
Congress.”?

Revealing that most Republicans no longer trusted banks to be the
cooperative partners of the government, the House rejected Morrill’s
substitute plan by a vote of 95 to 55. Then, in order to free the
government from bank demands and to promote national control
over the finances, Republicans overcame their dislike of paper cur-
rency and their constitutional scruples about the creation of govern-
ment paper money. The Treasury note bill, adjusted upward to
authorize $150 million worth of notes, passed by a vote of 93 to 59.
The votes for the bill came almost entirely from Republicans; Demo-
crats, who strongly opposed the centralization inherent in the bill,
led the opposition. Most of the twenty-two Republicans who voted
against the bill came from New England, New York, and New Jersey,
areas with strong banking interests.?*

While the House debated the bill, two members of the Senate
Finance Committee, William Pitt Fessenden and John Sherman, were
deluged with letters, most of which supported the currency bill. Op-
posed to the legal tender clause, moderate committee chairman Fes-
senden left sponsorship of the bill to Sherman. Still two years short
of forty, Sherman had climbed rapidly up Ohio’s political ladder and
had enjoyed a prewar camaraderie with Chase. He had also made
friends with a politically sympathetic newspaper editor, H. D. Cooke,
whose brother, Jay, bankrolled Sherman’s campaign finances. Young,
hardworking, earnest, interested in finance, and anxious to prove as
useful to the Union as his fighting brother promised to be, Sherman
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would become the driving force behind the Republicans’ wartime
monetary legislation.?

The Treasury note bill went to the Senate on February 7, and three
days later, with the Treasury on the brink of insolvency, Fessenden
reported the bill from the Finance Committee with amendments.
Making concessions to bankers, the amendments revealed the hand
of Fessenden, who, according to the caustic Thaddeus Stevens, had
“too much of the vile ingredient, called conservatism.” One amend-
ment called for the establishment of a fund to pay interest on bonds
and to create a sinking fund for the whole debt, and another allowed
large investors in Treasury notes to earn interest on them. In an
attempt to reassure the country that Treasury note issues would
not replace bond sales in revenue policy, the committee inserted an
amendment permitting the Secretary of the Treasury to sell bonds at
market rates so that par restrictions would not hamper bond sales in
the future. The most important and controversial of the committee’s
amendments, however, was its stipulation that, in order to keep gov-
ernment credit strong and exhibit good faith to the nation’s creditors,
interest on the proposed bonds should be paid in coin rather than in
the proposed notes.*

After introducing the committee’s amendments, Fessenden illus-
trated his dislike of the groundbreaking ideas embodied in the bill by
launching into a passionate harangue against the legal tender clause.
He claimed that such a measure was tantamount to a declaration of
bankruptcy because it impugned government credit. In a speech prob-
ably intended for a wider audience than those in the Senate chamber,
Fessenden defined the basis of government currency in order to chal-
lenge Chase’s declaration that the clause was “a vital necessity.”
Fessenden powerfully defended the Union’s credit by reminding his
listeners that the nation’s ability to labor supported the proposed
government currency. Everyone knew, he said, that the government
would one day be able to redeem the notes in specie, for regardless
of the outcome of the war, the North would always retain everything
necessary to make “a great, a prosperous, and a glorious people.” It
would still have “the capital which those who framed the Constitution
considered the best capital that a nation could have”: that is, “labor;
the power and the will to work; and the disposition, the desire, the
anxiety, the policy to make that labor more productive by educating
it; under which policy of educating labor and thus increasing the
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power of production, the country has grown up with such unexam-
pled, unparalleled rapidity.” Notes based on such ample security
needed no legislative fiat to guarantee their worth, Fessenden con-
cluded.*

It was left to Fessenden’s conservative friend Judge Jacob Collamer
of Vermont to test the strength of the basic Republican idea of a
harmony of all interests. Collamer, who believed the legal tender
clause unconstitutional because it would impair contracts, followed
Fessenden’s attack with an effort to strike out the clause making the
notes legal tender for private debts. This would be a test vote prelimi-
nary to killing the entire provision. Congressmen who voted for
Collamer’s amendment must believe that everyone would honor treas-
ury notes because they would recognize the nation’s power to fund
them with the proceeds of labor.

Henry Wilson of Massachusetts, who styled himself the voice of the
common man, revealed that Republican understanding of finance had
evolved beyond Fessenden’s basic ideas. Opposed to striking the legal
tender clause, Wilson explained that the sheer power of the public
credit, which ideally should secure the notes as Fessenden argued,
could not do so because of the machinations of newly recognized
uncooperative bankers. Without the legal tender provision, Wilson
said, evil men would destroy the value of the notes by refusing to take
them. As the notes depreciated, the government would be forced to
go to the market for money, where it would get fleeced. “I look upon
this contest as a contest between the . . . brokers, the . . . money-
changers, and the men who speculate in stocks, and the productive,
toiling men of the country,” Wilson said.

Westerners agreed wholeheartedly with Wilson. Accusing oppo-
nents of the legal tender clause of selfishness and a lack of patriotism
while hoping to favor state banks, one Western man declared that “in
the great and loyal West I do not believe there can be found one man
in a hundred who does not wish [the notes] to be issued with that
promise [of legality].”3?

Like the House, the Senate overcame constitutional scruples about
the legal tender clause to protect the government’s finances. Those
nervous about affronting bankers could take comfort from Sherman’s
assurance that financiers wanted the legal tender clause if any Treas-
ury note bill passed, for bankers doubted that they, in their turn, could
pay out government notes unless they were legal tender. The Senate
rejected Collamer’s amendment by a vote of 22 to 17. Western Re-
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publicans generally supported the legal tender clause; those opposed
to it tended to hail from New England.

Reluctant to move away from bankers as quickly as the House
advocated, however, the Senate adopted all of the committee’s amend-
ments before it passed the bill by an overwhelming vote of 30 to 7.
Although only three Republicans ultimately clung to their dislike of
the new monetary centralization and opposed the bill, few voted aye
cheerfully. As Fessenden had written home earlier: “This thing has
tormented me day and night for weeks . . . the thing is wrong in itself
but to leave the government without resources at such a crisis is
not to be thought of.” The Senate passed the bill on February 13,
1862, the day after news of General Ambrose E. Burnside’s victory at
Roanoke Island “electrified” Wall Street. Businessmen gathered out-
side the Stock Exchange congratulating each other “that the beginning
of the end of the rebellion was in view.” Three days later, General
Ulysses S. Grant took Tennessee’s strategic Fort Donelson, and the
North rejoiced. Opponents of the bill declared the creation of paper
currency unnecessary, for it appeared that the war was going to end
before it could be issued. Nevertheless, the House began to consider
the Senate’s amendments to the bill in mid-February.*

The House debate, which concentrated on the amendment calling
for coin interest payments on the proposed bonds, further plumbed
Republican attitudes toward financiers. Spaulding, Stevens, and
Hooper opposed this provision, worrying that it unduly favored capi-
talists and would depreciate the bills by suggesting that even Congress
thought them inferior to gold. Although Stevens threatened to try to
scrap the bill altogether if the House accepted the amendment, many
House Republicans approved the payment of interest in gold, for they
believed it would lead investors to support the new notes. Gold
interest payments would keep the notes close to par, they thought, for
capitalists would willingly invest surplus notes in gold-bearing bonds,
thus lending money to the Union at the same time that they checked
depreciation of the notes caused by overexpansion of the currency.
Further, the easy convertibility of the notes into bonds yielding gold
would reinforce confidence in the notes themselves. The House re-
jected Stevens’s attempt to kill the amendment by a close vote, then
adopted the Senate’s coin payment proposal by a wide margin. Still
favoring the creation of government currency, House Republicans had
retreated from their initial attempt to launch that currency without
the support of financiers.
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A conference committee ironed out the remaining disagreements
between the two Houses over the Senate’s conservative amendments,
and both Houses accepted its report. The committee had agreed on
the issue of $150 million worth of notes; provided for their deposit
with Assistant Treasurers or in designated banks at not more than 6
percent interest; and established a fund of import duties to pay inter-
est, and eventually principal, on notes and bonds.

Lincoln signed the Legal Tender Act, as it was called, into law on
February 25, 1862, and soon the new notes, printed with green ink,
filled the country. On first acquaintance, people liked the new money.
The West wholeheartedly welcomed the relatively stable government
bills. If not so thrilled with the “greenbacks” as Westerners, Easterners
were, at least, relieved that the issue of government paper caused none
of the disasters that naysayers had predicted.

It soon appeared that the monetary centralization that party mem-
bers had adopted as an emergency measure might become permanent
Republican policy. On June 7, 1862, Chase asked Congress for an
additional issue of greenbacks to bolster the Treasury. Days later, in
the House, Stevens reported a bill (H.R. 187) that authorized an
additional $150 million worth of greenbacks. When the bill came up
for discussion, Spaulding told the House that “the financial plan
initiated six months ago as a necessary war measure” had worked so
well that the Secretary recommended a continuance of it.**

Debate over this bill generally followed regional lines. Easterner
Morrill protested this second attempt to replace state bank currencies
for, he said, banks had been good to the Union. Westerners retorted
that the large profits banks had made on their original investment in
government bonds had amply compensated them for their early sup-
port of the Union. Popular enthusiasm for the new money further
encouraged support of it. Owen Lovejoy of Illinois, who had opposed
the initial issue of government paper currency, now declared himself
prepared to support this one and to outlaw state bank notes, explain-
ing that his state liked the greenbacks. His constituents, he said,
“gather them up and hoard them just as much as they used to hoard
gold and silver.”?

Growing Western support for the greenbacks outweighed the East’s
fondness for state banking to make the issue of government currency
part of regular Republican financial policy. On June 11, the House
authorized the issue of $150 million worth of additional bills by a
vote of 76 to 47. As on the original measure, the vote broke down
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largely by party, with a core of sixty-nine Republicans voting aye and
a group of twenty-four Democrats and eight Old-Line Whigs voting
nay. The East-West split accounted for jumping across party lines. All
but one of the fifteen Republicans who voted nay were from New
York or New England; six were from Massachusetts alone. The five
Democrats and two Old-Line Whigs who supported the bill tended
to be from Western or border states.*

Western and popular interests overcame banking interests in the
Senate, too, although they did not gain a complete victory. As soon
as Fessenden had explained the bill on July 2, Sherman went a step
further and proposed a state bank note tax to give the government
full control of the currency. State bank advocate Collamer condemned
what he called an attempt to destroy “all the institutions sanctified by
the course of years,” and the two men battled ferociously. Probably
anxious to avoid a long debate, the Senate overrode Western support
for Sherman’s amendment and killed it before passing the measure by
a vote of 22 to 13. Lincoln signed the bill on July 11. It seemed that
government greenbacks had become the mainstay of the Republicans’
monetary policy.?’

Despite the greenbacks’ popularity, the Secretary of the Treasury did
not abandon his pet scheme of creating a permanent national currency
backed by private capital invested in government stocks. Republicans
expected the greenbacks to disappear immediately after the war as
people invested them in bonds or as the government redeemed them
in specie. The retiring of the greenbacks would return control of the
currency to state banks, a proposition that most Republicans increas-
ingly disliked. On December 1, 1862, in his message to the third
session of the Thirty-Seventh Congress, Lincoln indicated that he and
Chase still hoped to replace the Treasury notes with national currency.
Rejoicing that the greenbacks had succeeded wonderfully, the Presi-
dent nevertheless doubted that a sufficiently large number of them for
the public’s needs could be maintained without severe inflation. He
called for the establishment of a national currency circulated by na-
tional banks. Secured by private property in addition to government
credit, such a currency promised to be stable.’

Chase had probably written the sections of Lincoln’s message that
dealt with the Treasury, and not surprisingly, his own report on
December 4 advocated his national currency plan of the previous year.
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This time, he included a call for national banking institutions. Chase
acknowledged that the public justly demanded a uniform currency
and “at least part of the benefit of debt without interest, made into
money, hitherto enjoyed exclusively by the banks.” Worrying that
greenbacks were susceptible to overissue at the same time that
they raised “the danger of fraud in management and supervision,”
Chase called instead for existing and new banks to join a national
scheme. An institution would invest its capital in government bonds
and then deposit those bonds with the Treasury in exchange for notes
of national currency. This process would combine “local and general
credit” without unduly disrupting existing banks, Chase said, and
base every dollar on “real capital, actually invested in national
stocks.” Secure, uniform national currency would supplant existing
bank notes, which would be taxed out of circulation.®

The Secretary made it clear that to the banks that had worked
“largely and boldly and patriotically on the side of the Union,” he
was offering an alternative to an exclusive system of government
notes. Reminding bankers that many Republicans wanted the govern-
ment to assume complete control over the nation’s currency, he inti-
mated that his new plan would save some of the bankers’ old privi-
leges of note issue and would “reconcile, as far as practicable, the
interests of existing institutions with those of the whole people.”

Despite the Secretary’s pointed explanation of his plan, it found few
backers in financial circles. Although Chase fondly declared that “the
best thinkers and most liberal capitalists favor it,” the majority of the
bank lobby thoroughly disliked the scheme. Even some who had little
love for the banks disapproved of so drastically changing the nation’s
financial system in the midst of war. The editor of Harper’s Weekly,
among others, doubted that Chase’s project would meet with much
favor in Congress for, he wrote, the bank interest could command
enough congressional votes to defeat a measure that might destroy
the banks. “Chase . . . will evidently have a close fight of it,” the
magazine editor concluded.*

In order to win his law, not only did the Secretary have to appease
those who thought the plan was too hard on bankers, but also he had
to attract a body of Republicans, primarily Westerners, who wanted
state banks to lose altogether the privilege of issuing currency. Stevens,
an aggressive spokesman of the latter group, introduced on December
8, 1862, an extreme bill that placed all authority for circulation in
the government. It called for the new issue of $200 million of green-
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backs, the issue of $1 billion worth of bonds, which would bear
interest in legal tenders, and the severe taxation of state bank notes
beyond a certain amount. In his explanation of the revolutionary bill
two weeks later, Stevens made vicious swipes at bankers and brokers.*

The House seemed inclined to follow Stevens’s lead. When, in early
January 1863, Samuel Hooper proposed a national banking bill that
embodied Chase’s ideas, the Committee on Ways and Means imme-
diately reported its own bill rejecting the Secretary’s scheme. The
committee’s revenue bill (H.R. 659) proposed meeting the Treasury’s
financial needs by issuing an additional $300 million worth of green-
backs and by continued borrowing. Congress seemed to commit the
nation to a policy of successive greenback issues when it decided on
January 17, 1863, to pay the troops with $100 million worth of fresh
greenbacks.*

At this point President Lincoln, worried about the rapidly depreci-
ating currency, challenged the system of continued greenback issues.
Although he signed the bill authorizing the new issue, he expressed
to Congress his “sincere regret” that the measure was necessary.
Lincoln urged that Congress, instead of repeatedly issuing greenbacks,
pass a national bank bill and tax state bank notes to contract the
currency.®

Lincoln’s pressure for a national currency act and his implicit threat
that he would veto more greenback legislation added to the momen-
tum building behind Chase’s scheme. Since 1861, the Secretary had
urged Jay and H. D. Cooke to endorse his plan. Fearing that state
banks would retaliate for any such support by ceasing to aid bond
sales, the Cookes offered only private encouragement until late 1862.
Then, perhaps attracted to the automatic bond market the plan of-
fered, they resolved to help make Chase’s plan law. In his Memoirs,
Jay Cooke recalled that his agency was spending “vast sums with the
newspapers for advertisements” of loans. With Chase’s backing, he
decided that “we had a right to claim their columns in which to set
forth the merits of the new national banking system.” For six weeks
or more, he claimed, “nearly all the newspapers in the country were
filled with our editorials condemning the state bank system, and
explaining the great benefits to be derived from the national banking
system now proposed.” With or without Cooke’s encouragement,
Republican newspapers embraced Chase’s idea wholeheartedly. Edi-
torializing in its favor throughout January, they became driving forces
in the bill’s passage.*
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Anxious to forestall the House’s plan for more greenbacks, Chase
worked hard to get Sherman to champion the currency plan in the
Senate. Finally, in late January 1863, Sherman introduced a bill (S.
486) that would become the pathbreaking National Banking Act. The
bill was designed to establish a national currency secured by United
States securities. It provided that any five people could establish a
national bank with a capital stock of not less than $50,000. Before
commencing business, these people were required to pay in at least
30 percent of the bank’s capital (they had to pay 10 percent install-
ments each sixty days thereafter) and were required to invest not less
than one-third of their capital stock in interest-bearing United States
bonds and to deposit those bonds with the United States Treasury.
In return, a new Bureau of Currency in the Treasury Department,
headed by a Comptroller, would issue to the institution national
currency equal to 90 percent of the current market value of the
deposited bonds. The total value of the government notes was not to
exceed $200 million, half of which were to be distributed according
to population, the other half according to existing bank capital. Na-
tional banks could circulate the national notes just as they had pre-
viously circulated their own bills, but they were required to redeem
the national notes they circulated in greenbacks or specie on demand.
Should one fail to do so, the government would close the bank’s doors
and pay the notes itself, using the proceeds of the sale of national
bonds the bank had deposited with the Treasurer. In order to guar-
antee the success of the new system, the bill placed a tax on state bank
note circulation. Once Sherman had introduced this bank bill, the
Senate sent it to the Committee on Finance.®

In his keynote speech on the bill on February 10, Sherman stressed
the growing Republican desire for monetary centralization. He re-
minded the Senate that Chase had requested the bill, that the admini-
stration sanctioned it, and that such a measure had gained favor
with the public since Chase first suggested it in 1861. The measure
offered the wartime benefits of creating a market for bonds and
making additional greenback issues unnecessary, Sherman said. Of
even greater importance, he continued, the plan would establish a
permanent uniform national currency based on public credit and
controlled, as all currency should be, by the government.

Sherman’s speech revealed that wartime events had transformed
early Republican ideas about a general harmony of economic interests
into a call for a centralized monetary system controlled by the gov-
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ernment. The senator impressed upon his listeners that the bill was
an attempt to institutionalize a harmony of interest between the
government and cooperative capitalists. Although the government
initiated the bill and was its prime advocate, he explained, it had been
designed so that banks would like it. Uniform currency would give
their notes a wider circulation, guard against counterfeits, and stop
runs on banks. Answering those who preferred that the government
issue a national currency itself, Sherman said, “History teaches us that
the public faith of a nation alone is not sufficient to maintain a paper
currency. There must be a combination between the interests of pri-
vate individuals and the Government.” The bank bill would promote
“a community of interest between the stockholders of banks, the
people, and the Government,” he claimed. The current system created
“great contrariety” and “a great diversity of interests” as local bank
notes clashed with government currency. The bank plan would “har-
monize these interests; so that every stockholder, every mechanic,
every laborer who holds one of these notes will be interested in the
Government . . . whose faith and credit and security he will be more
anxious to uphold.” Sherman pointedly reminded senators interested
in protecting the banks that the House’s preference was for com-
plete government monopoly of the nation’s money supply. The House
would “issue an unlimited quantity of paper without restraint or
limitation.”

Sherman’s speech also outlined the way in which initial Republican
ideas about political economy had grown during the war to a call for
a powerful national government and an internationally dominant
American nation. He argued vehemently in favor of the permanently
increased government power embodied in the bill, claiming it would
foster “a sentiment of nationality.” Hamilton’s concept of a strong
national government spoke directly to the wartime Republicans, and
Sherman tapped into that idea, arguing that states’ rights theory,
which elevated local above national government, was behind the
Southern effort to overthrow the government. He told his col-
leagues that the best policy was to nationalize as much as possible.
This would make men love their country before their states. “All
private interests, all local interests, all banking interests, the interests
of individuals, everything, should be subordinate now to the interest
of the Government.”

A strong government and the national sentiment it would create
meant a glorious future for America, Sherman insisted. With proper
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national attributes “there is nothing that can be said too highly of the
future of this country,” he claimed. Boundless resources, a temperate
climate, good location, and an enterprising population made America
unique. Union triumph and a strong new nationalism would set an
international example, spreading “the spirit of our republican insti-
tutions over lands that are yet living under kings and nobles and
despots.” By 1863, the Republicans envisioned a dominant interna-
tional role for a unified American nation, and Sherman promised that
the bank bill, with its implicit strengthening of the national govern-
ment, would advance that goal.

Sherman’s emphasis on harmony and nationalism appealed to many
Republicans, and party newspapers quickly echoed the senator’s sen-
timents. Calling on Congress to “sustain the Executive in so vital a
measure,” the editor of the New York Times argued that the bill
would “consolidate” the people and the government. In the New York
Daily Tribune, Greeley emphasized that the plan would harmonize
the interests of the banks and the people. “Considered, however, as a
permanent plan,” concluded Greeley, “there can be no stronger argu-
ment in its favor than that it tends to strengthen the union of the
States by the closely interwoven ties of common interest in the per-
manence and credit of the National Government.”*

To encourage the passage of the bill, the Finance Committee offered
concessions to those at both ends of the bank debate. In addition to
the distribution of half the currency according to population, which
the committee had designed to favor the West, Westerners won an
amendment increasing the proposed amount of currency to $300
million in order to cover the issues of future Western banks. Trying
to appease Western nervousness about underfunded banks, the com-
mittee also increased the amount of capital necessary to establish a
national bank and made bank shareholders liable for debts not only
to the amount they had invested in the bank, but also to the value of
their stock. To attract bankers, the committee allowed state banks to
become national institutions and deleted the tax on state bank notes,
intending to provide separately for a bank note tax in a pending
revenue bill.+

Despite these concessions, the committee insisted on the national
government’s exclusive control over the new banks. It tried to protect
national banks from the destructive power of state taxation by pro-
viding for national taxation of the circulation of national banks and
implying the banks’ exemption from state taxes. The committee
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hoped that their deliberate vagueness about state taxation of the new
banks would help the issue to slip by the spokesmen of state interests.

In spite of the committee’s attempt to cater to the chief antagonists
in the bank argument, party members at the far ends of the spectrum
remained unsatisfied with the bill. Some Western Republicans re-
mained convinced that notes of any private rural banks—even those
organized under a national scheme—would depreciate, and they
called for even more stringent safeguards on the bank plan. Jacob
Howard of Michigan wanted to guarantee the security of the national
notes by specifying that banks must redeem them in gold; John Hen-
derson of Missouri tried to set the minimum capital stock of a national
bank at $300,000 in order to prevent the establishment of national
institutions in rural areas at all. Banks should only be established in
New York, Philadelphia, Boston, and other capital centers, he said;
notes issued by banks in remote areas must inevitably depreciate
because the banks’ inaccessibility would make the notes virtually
irredeemable.

Collamer spoke for Eastern bankers, vigorously opposing the
growth of government control over the currency. He charged that
advocates of the bank bill and its “cognate,” the pending plan for the
taxation of state bank notes, intended to destroy state banks. He told
Western senators who disliked banking institutions that they could
not adequately understand the extent to which banks were part of
New England society. “The connection of the banks enters into all the
filaments of our business; it is the warp and woof of it,” he said. Their
destruction would cause “distress and ruin . . . through all parts of
society.” Collamer denied that Congress had constitutional authority
to create national banks and accused Chase of attempting to construct
a system of power more dangerous than the old Bank of the United
States had ever been.

The wary Westerners and Collamer marked the extremes of the
debate over the national banks; most Republicans were ready to try
Chase’s scheme. Senators were anxious over the third issue of green-
backs into a nation already full of inflated notes and were aware of
the press’s enthusiasm about the bank plan. Denying that the national
bank proposal would create a new money monopoly, a Republican
with roots in the Democratic party insisted that the new plan was
“the very reverse of anything like a monopoly” because it opened
control of banking to anyone who could put up the requisite capital.
Eastern Republicans could find comfort in Sherman’s denial that a
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national currency system would hurt state banks, while Western Re-
publicans, attentive to growing popular displeasure with state banks,
liked a plan that might restrain their issues. In addition, most West-
erners approved of any scheme that might provide their region with
secure currency, although they admitted that the West preferred green-
backs to the proposed notes. All these factors fed a growing Repub-
lican willingness to introduce government control of the nation’s
money and in so doing to expand permanently the national govern-
ment’s economic role in the nation.

On February 12, only two days after Sherman had introduced it,
the Senate passed the bill, with all of the Finance Committee’s amend-
ments, by a vote of 23 to 21. The two Democrats who joined the
Republican majority were both from the far Western state of Oregon,
where state banks were prohibited by law, thus encouraging the sena-
tors to make a national currency available to their constituents; while
the ten Republicans who opposed the bill came from states across the
North.*

For the next week House Democrats, who recognized this bill as
another assault on the privileges of state banks and thus an attack on
states’ rights, aggressively prevented the House from taking it up.
Finally, on February 19, Spaulding gained the floor to introduce the
measure. Like Sherman in the Senate, he revealed that the plan had
taken on larger proportions than those of a simple question of finan-
cial policy. Conceding that the measure would not bring immediate
relief to the Treasury, Spaulding maintained that it would help build
a Hamiltonian system of a strong central government supported
by private capital. Like Sherman, Spaulding saw the nationalization
codified by the bank bill as a great step in achieving America’s trium-
phant future. “This is our country. Let it have one national Govern-
ment—one destiny,” he pleaded.*

Democrats increasingly feared that the extraordinary war powers
that the Republicans were assuming would create a permanent dicta-
torship, “the meanest despotism on earth,” centered in Washington,
and as they opposed the bill out of concern over national consolida-
tion, their defense of state banks only succeeded in firmly associating
bankers with disloyalty to the government and helped to build Re-
publican support for the measure.*® When the bill came up again on
February 20, Hooper permitted very little debate before cutting off
further discussion and any amendments to the bill. Amid a storm of
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protest, he demanded a vote. Many House Republicans preferred to
maintain their own legal tender scheme, but they were under tremen-
dous pressure to pass the bill. The President had made his wishes clear,
and along with other Cabinet members, the Secretary of the Treasury
had been present in the House since the bill came up. He was on the
floor during the vote, with the Secretary of the Interior and former
Secretary of the Treasury Robert J. Walker at his side. Undoubtedly,
Chase’s presence helped to marshal positive votes. The bill passed by
a vote of 78 to 64. Most of the 23 Republicans who joined the
Democrats to oppose the bill came from New England, New York,
and New Jersey.’!

Congress had passed Chase’s bill after only three days of debate in
the Senate and two days in the House, and Lincoln signed it on
February 25, 1863. “The purpose of the measure,” wrote the editor
of Harper’s Weekly, “is to institute such a connection between the
public credit and the banking interest as shall, on the one hand, give
the President virtual control of all the banks in the country, and, on
the other, make every stockholder and banknote holder in the land
an underwriter, so to speak, of the Government bonds.” “It will be
a peaceful but mighty revolution of the entire National currency,”
Greeley agreed, “at the same time effectually harmonizing the interests
of both Government and people.”*?

Greeley’s prediction of a monetary revolution was premature, for
the new law, it seemed, was too weak to cement the government’s
control over the national finances. Spaulding, Hooper, the Cooke
brothers, and other capitalists who supported the policies of the
Treasury encouraged the establishment of national banks, but only
a few patriotic citizens—mostly Westerners—took advantage of the
new law. There were several legitimate reasons for financiers’ reluc-
tance to join the new system, for in its attempt to form national banks
without offending state bankers, Congress had fatally weakened the
new plan. It had favored state bank notes by refusing to impose the
same taxes or currency limits on them that national bank notes
carried, while it had also failed to guard adequately against national
bank note depreciation if the bonds that secured them depreciated.’

Leaving the new currency weak, Congress had also failed to make
the establishment of the new banks attractive. It forced converting
state banks to replace their names with a number; and it did not
specify what the Treasurer should do with deposited bonds, causing
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bankers to worry that incompetent government officers might use
them as government assets. Most important, Congress had left unclear
whether or not states could tax the new banks.’

A provision permitting states to determine the legal rate at which
national banks could charge interest cemented the opposition of the
New York banking community to the law. Since the legal rate in New
York was 7 percent while in the West it was much higher—often 10
percent or more—New York bankers feared that Eastern capital
would migrate to the West for higher returns. By late 1863, they were
denouncing Chase’s policy of displacing the existing state system and
had decided to kill the national system by shutting its currency out of
the financial markets.’

Aware that the national banking system would die without amend-
ing legislation, Chase pressured Congress to pass a new law. In mid-
March 1864, Hooper reported from the Committee on Ways and
Means an amending bill (H.R. 333) to the National Banking Act, and
the battle to increase government power over the nation’s peacetime
monetary system recommenced.

The committee had written its bill after consultation with both the
Secretary of the Treasury and the hostile bankers, although bankers
disliked the result. The new bill repaired the defects of the 1863 law,
strengthening the national banks and currency. It guarded against
depreciation by requiring national banks to redeem their notes not
only at their own counters but also at one of twelve commercial cities;
made banks increase their bond deposit if the bonds depreciated;
and increased the amount of necessary capital stock for the national
banks. It also made the new system more attractive to state bankers
by specifying that bonds deposited with the Treasury should be kept
in trust for the bank depositing them, and by allowing state banks
converting to the national system to keep their names.*

The one thing on which the new bill did not compromise was the
firm assertion of national control over the new banks. The evident
centralization of the bill meant that Republican sectional interest
groups could use the voting strength of House Democrats, who op-
posed any extension of national government power, to hamstring two
critically important features of the new law. A provision to establish
a national 7 percent interest rate fell before Western Republicans eager
to attract Eastern capital; while the prohibition of state taxation of
the new banks died at the hands of Eastern banking interests anxious
to reduce the competitive power of national banks. With these na-
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tional elements of the bill removed, Stevens, who strongly supported
national government control of banking to protect the public from
unscrupulous financiers, killed the measure.’

But the struggle for national control of finances was not over. After
Hooper, under the prodding of Treasury Secretary Chase, failed once
again to get the House to accept a new bill that maintained the
principle of national government control over the new banks, the
Senate resumed the battle.” In the Senate, the Committee on Finance
abandoned the fight for the national 7 percent interest rate in order
to concentrate on establishing exclusive national taxation—and thus
control—of the new banks. It maintained the principle of national
taxation by calling for the imposition of a national tax on the new
banks’ circulation, deposits, and capital, allowing states to tax only
an individual’s personal property in a national bank. The Senate
adopted the plan after further stipulating that state taxes on personal
property in national banks could not exceed other state capital taxes.
The Senate had finally agreed to give the national government author-
ity over the nation’s banking system.”

Almost as an afterthought, Republicans added to the new law one
more critical provision whose significance would not emerge until
after the war. Westerners, with their long-standing distrust of paper
currency issued under private auspices, still doubted that the new
national money would be secure. As their regional colleagues had
done in the House, four Western senators advocated moving the
centers of bank redemption to the East to make the currency as secure
as possible. Over the protest of Sherman, who objected to “subordi-
nat[ing| the large cities of the West . . . to the cities of the Eastern
States,” the Senate passed a Westerner’s amendment making national
bank notes redeemable in New York, Boston, or Philadelphia. Anx-
ious to kill this plan, Sherman proposed instead that rural national
banks redeem at national banks in nearby cities, and that all city
banks redeem in New York. The Senate, and later the House, agreed.®

A conference committee brought the House around to the Senate’s
adjustments to the measure, and Lincoln signed the bill on June 3,
1864. It seemed that finally, thanks largely to popular discontent with
the New York banks, the Republicans had established the principle
of national government control over the Union’s financial system.
Reflecting on the Republicans’ monetary changes, the editor of the
New York Times triumphantly acknowledged that the Republicans
had put into operation Hamilton’s policies of linking government to
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capital and of having a strong central government. Reflecting that
states’ rights theory had strengthened the hand of Republican cen-
tralization by inciting a civil war, the editor concluded that “only great
freshets can turn the wheels of progress.” The legal tender act and the
national currency bill, he concluded, “crystalized . . . [a] centraliza-
tion of power, such as Hamilton might have eulogised as mag-
nificent.”¢!

With the establishment of the national currency going very slowly,
greenbacks remained the currency of choice for most Northerners.
The government notes, however, were notoriously unstable. When
greenbacks depreciated, Republicans attributed the fall to a glut of
state bank notes and to gold speculation, for the worth of greenbacks
was measured by the price of gold. Both of these problems pointedly
illustrated that the government did not yet control the currency, and
Republicans undertook to remedy the situation.

Party members began to consider ways of contracting state curren-
cies as soon as the Treasury issued greenbacks, for when the govern-
ment notes appeared, state banks had issued their own notes on
the basis of the government currency rather than gold. This system
pumped a great deal more currency into the economy than Republi-
cans had intended when they authorized the greenbacks, since banks
issued more of their own notes than the greenbacks they held as
reserves. This policy of the state banks depreciated the government
currency and guaranteed that further government issues would simply
fuel inflation. Many party members began to call for the taxation of
state bank notes, with Chase recommending such a measure in his
1861 and 1862 reports. Newspapers had taken up the cry when the
New York banks suspended specie payments and never abandoned it,
and throughout the war, constituents wrote their congressmen advo-
cating such a tax.®

Congressional Republicans began working for a tax on state bank
note circulation during the tax debates of 1862, when an Illinois
representative broached the issue. Then, in January 1863, Sherman,
who was appalled by the conduct of bankers during the financial
conferences of early 1862, introduced a bill to tax state bank notes.
He distinguished between the functions of banking—loaning money,
accepting deposits, facilitating financial transactions—and issuing
money. A national currency was necessary, he said, since state curren-
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cies encouraged counterfeiting, bank failures, and inflation. Further,
banks made unreasonably large profits by circulating their notes, and
to maintain those profits—12.5 percent in New York, he claimed—
they wanted “to issue their notes almost without limit, without inter-
est, and without any responsibility for the principal.” It was some-
times necessary to tax “in the most potent manner in order to
maintain the Government,” he said. His bill smothered under the
national currency act, but Greeley agreed with Sherman that state
bank notes should be taxed, and he continued to grumble about it in
the New York Daily Tribune.s

By 1864, the Eastern bank lobby had weakened markedly, although
it still wielded enough clout to block proposed taxes. Across the
North, Democratic support of state banks had drawn Republican
accusations of Southern sympathy, and by April 1864 state banking
had become identified with disloyalty. Westerners liked the greenbacks
and had begun to call for the elimination of “wildcat,” “rag paper”
money as early as 1862. Even some Western Democrats called for a
boycott of state bank notes while Republicans called for their taxa-
tion. Taking matters into their own hands, in 1864 the businessmen
of Chicago agreed to reject state bank notes. In the columns of the
Chicago Tribune, the newspaper’s editor encouraged such voluntary
organizations and noted approvingly in April that national banks and
other organizations in the Northwest were refusing state bank circu-
lation. Republican newspapers and their readers across the North
pressed harder and harder for the taxation of state bank notes, but
in the spring of 1864, state banks were still able to resist their efforts.**

While the nation called for a tax on state bank notes, a more
discreet monetary problem, involving only what appeared to be easily
identified evil money manipulators, demanded immediate attention.
By 1864, gold speculation had become the Treasury’s most pressing
problem. Although importers and merchants had to buy gold to pay
foreign debts and customs duties, speculation overshadowed legiti-
mate trading in gold. As soon as the Treasury issued greenbacks,
people began to invest in gold, trying to anticipate its rise and fall to
make a profit. As in any stock or commodities transaction, the gold
market was played by “bulls” who tried to drive the market up and
by “bears” who tried to force it down. Investors speculated in gold
futures, buying and selling gold they did not own, to be delivered in
the future. “Gold, gold, gold, gold,—hoarded, bartered, bought, and
sold” became the wartime cry, one man remembered.®’
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Speculators in gold threatened the wartime Union in fundamental
ways. The “feverish speculation in gold in Wall Street” had “unset-
tle[d] values in the whole of the country,” wrote the editor of the San
Francisco Daily Alta California. Republicans believed that as traders
manipulated the price of gold the worth of currency shifted inversely.
Gold had a “fixed, determinate value,” explained Fessenden, but its
“nominal value” fluctuated under the efforts of dealers in the money
market. The belief that gold trading unsettled values profoundly dis-
turbed Republicans, since erratic gold prices challenged the theory
that labor generated all value. Value had come untied from labor and
was being manipulated by speculators.*

Republicans believed that gold speculation undermined the proper
functioning of the economy. Each man’s efforts to accumulate as
much as he could by his own labor would enrich the nation, but the
huge profits to be made by speculating discouraged productive labor.
“Speculation is taking the place of sober and persevering industry,”
wrote the Comptroller of the Currency, “and thousands are deluded
with the notion that the wealth of the nation is being increased by the
increase of its indebtedness.”¢”

Speculation also had political repercussions, actively hurting the
war effort by depreciating greenbacks and Union bonds, thus weak-
ening Union credit.®® This political aspect of gold trading tainted
speculators with disloyalty to the government. It could only hurt
their reputation that the Gold Room, the center of New York gold
trading, received heavy “bull” orders from Washington, Baltimore,
and Louisville, Kentucky, all of which were close to the South and
associated with strongly secessionist operators. One veteran of the
Gold Room remembered that Southerners frequented the exchange.
Having watched Confederate currency plummet, they had come
North to cash in when greenbacks did the same. Union victories sent
gold down, Confederate victories did the opposite, and news from the
battlefields could turn the Gold Room into “a den of wild beasts.”
Following battle news, one man wrote:

Men leaped upon chairs, waved their hands, or clenched their fists;
shrieked, shouted; the bulls whistled “Dixie,” and the bears sung
“John Brown”; the crowd swayed feverishly from door to door, and,
as the fury mounted to white heat, and the tide of gold fluctuated
up and down in rapid sequence, brokers seemed animated with the
impulses of demons, hand to hand combats took place, and bystand-
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ers, peering through the smoke and dust, could liken the wild turmoil
only to the revels of maniacs.

Republicans believed that Southern speculators conspired to help
crush the Union. For years, Greeley wrote in the New York Daily
Tribune, Jefferson Davis had instructed his agents in New York City
to drive up the price of gold. These agents believed “that they were
aiding the Rebellion as truly and palpably as though they were wield-
ing muskets in the front ranks of Lee’s army.”*’

Gold speculation pointedly illustrated the control financiers exer-
cised over the nation, and Republicans across the country begged the
government to end the practice. The administration and Congress
sought to oblige, believing that without the machinations of traders
to drive gold up and greenbacks down, the currency would stabilize
close to par, and the economic and political damage of fluctuating
currency would abate. In April 1864, Chase attempted to break the
market by ceasing to require gold for customs duties and by selling
gold from the Treasury. Gold dropped. Quickly, though, the govern-
ment found itself in need of coin from the customs to pay the interest
on government bonds, and the gold market rebounded.”

“The price of gold must and shall come down,” Chase wrote to
Greeley, “or I’ll quit and let somebody else try.” In order to reduce
gold prices, the Secretary decided to take a groundbreaking step.
Chase determined to extend the economic activity of the government
in an entirely new direction; he would use the national government
to regulate gold transactions, thus protecting the public interest from
speculators. Hoping to break the market through legislation, as other
Republicans advocated, he sent to Congress a bill that Sherman in-
troduced to the Senate on April 15, 1864. The measure (S. 106)
outlawed the Gold Room and barred trading in gold futures under
penalty of a fine or a prison term or both. Revealing that it promoted
national control of the currency and banking systems, the bill stipu-
lated that only greenbacks or national currency, not state bank notes,
could be exchanged for gold.™

The object of this extraordinary bill, Sherman said as he introduced
it, was not to stop legitimate exchange of gold but to “prevent gam-
bling” in it. Speculation was vicious and notorious, “disreputable and
dishonorable, and men who have regard for their characters will not
be seen going and engaging in it,” he insisted. Opponents of the bill,
shocked at its unprecedented authorization of government interfer-
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ence in economic affairs, denied Congress’s right to meddle with
private contracts. Fessenden, however, backed Sherman and explained
that the North’s huge new national markets had broken down tradi-
tional checks and made many Republicans willing to take this novel
step. Public opinion should have shamed speculators out of business,
he said, but “in a great commercial mart like New York,” the people
could not exert proper pressure and the government must use its
influence for the public good.”

Opposition to the striking new measure paled before Republican
anger at speculators. “Traitors who have not the courage to face the
Federal soldiers are now engaged, cowardly, assassin-like, in stabbing
our country through our national currency in the hells of the city of
New York,” stormed one Western Republican, and enough senators
agreed with him to pass the gold bill in mid-April. The count was 23
to 17: twenty-two Republicans and one California Democrat voted
aye; eight Democrats, one Old-Line Whig, and eight Republicans
voted nay.

House Democrats blocked the measure for almost two months.
When it finally came up on June 7, defenders of state banks and
opponents of this great expansion of national government authority
attacked it as unconstitutional and barely failed to kill it. When the
price of gold immediately soared, the House suddenly passed the bill,
with no discussion, on June 14. All but one of the majority votes came
from Republicans, while only seven party members joined the Demo-
cratic opposition.”

Lincoln signed the bill on June 17, 1864, and the law took effect
on June 21. With this bill, passed hastily in outrage at gold specula-
tion, the Republicans tried for the first time to expand the national
government’s role to regulate the economy for the purpose of protect-
ing the public from specific economic harm. Their efforts failed as
trading continued without the legitimacy of legality, and the price of
gold jumped from 198 to at least 250. Unofficial reports put it as high
as 300 as legitimate traders and bears shunned gold trading and thus
ceased to counteract the gold bulls.™

On June 22, Maryland Democrat Reverdy Johnson introduced to
the Senate a bill to repeal the gold act. He explained that businessmen
had asked him to kill the ill-conceived and mischievous law. The
Senate immediately passed the repeal, although thirteen Republicans
still supported the measure. Despite Hooper’s objections, a Democrat
managed to bring the repeal into the House on July 1. It passed
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quickly by an overwhelming vote. The minority was solidly Republi-
can, with key proponents of government control of the currency either
voting nay or conspicuously absent.”

Lincoln signed the repeal on July 2, 1864, only two weeks after the
gold act had passed. The Republicans’ attempt to assume full control
over the currency by actively using the government to protect the
public interest from a specific economic threat had flopped, and the
method would not be retried. In the future, the government would
attempt to manipulate the market only by inducing cooperative capi-
talists to buy and sell gold quietly at opportune times. Despite the
failure of this attempt to broaden the scope of the government’s role
in the economy, however, the debate over the gold bill had a lasting
effect on public support for the national control of currency and
banking. Newspaper articles and congressional speeches had iden-
tified defenders of state banks with tremendously unpopular gold
speculators. The supporters of national control, it seemed, fought a
disloyal band of wealthy men.”

With the failure of the gold act, Union finances in July 1864 were
at their most serious crisis of the war years. News from the battlefields
was grim: Grant was stalled before Richmond after leaving horrific
numbers of dead from the Wilderness to Petersburg; Confederate
Jubal Early threatened Washington. William Tecumseh Sherman was
approaching Atlanta, but had won no major victories and was sus-
taining heavy losses. For the presidency, the Democrats pressed Gen-
eral George B. McClellan, who hoped to turn his general popularity
into political victory. Despite his hard-money roots, Chase had issued
$450 million worth of greenbacks, and the price of gold had become
exorbitant. About to adjourn for the summer, Congress was “getting
restive and discontented with the financial management” as the coun-
try tottered on the brink of financial panic. Chase’s resignation at this
unpropitious moment made some Republicans conclude he foresaw
the Union’s financial collapse.”

Lincoln’s drafting of William Pitt Fessenden to replace Chase took
into consideration the fact that Fessenden’s steady, intelligent financial
conservatism made him one of the few leaders in the country who
could calm the money market. After he accepted the post, a string of
battlefield victories joined with the efforts of helpful capitalists to
break the price of gold, and the plague of speculation became less
devastating. The Republicans turned back to the taxation of state
bank notes to stabilize greenbacks and also to get the national bank-
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ing system on its feet, hoping that when the North won the war, gold
speculation would stop, paper would return to par, and the eventual
return to specie payments would stabilize values permanently.”

In late 1864, the administration turned again to the constitutionally
unremarkable idea of a bank note tax. In his December message to
Congress, Lincoln strongly hinted that the Treasury needed such a
measure to function. Treasury Secretary Fessenden also asked for
“discriminating legislation” to force the withdrawal of state bank
notes, although he did not advocate “unfriendly or severe measures
likely to embarrass the business of the country.” The national govern-
ment must control the nation’s currency, the Comptroller of the Cur-
rency wrote in his 1864 report. State banks must not “have the right
to flood the country with their issues.” In January 18635, Fessenden
endorsed and forwarded to the Senate a currency bill drafted by the
Comptroller to prevent national banks from circulating state bank
notes.”

Congress finally imposed a tax on state bank notes as part of an
1865 revenue package. Debating a revenue bill (H.R. 744) in mid-
February 1865, Hooper of Massachusetts suggested a tax of .25
percent per month on state bank notes until January 1, 1866, when
the tax would increase to .5 percent. He did so, he said, to carry out
the recommendations of the Secretary of the Treasury and the Comp-
troller of the Currency. “So long as State banks continue to issue
circulation, it is intended to put a larger and disproportionate tax
upon it.”%0

James E. Wilson of lowa went a step farther and proposed prohib-
iting the circulation of state banks altogether after April 1, 1865. His
solution was drastic but, he said, “the Government and the people
need relief now, not next year.” He was not trying to “make war upon
any bank or any banking system,” he said, but “while T am voting
taxes on the people I want to make the money worth something more
than it is, so as to prevent as far as practicable an unnecessary
accumulation of the national debt.” Hooper opposed Wilson because
his proposal was “too sharp upon the banks.”

New York City Democrats, who wanted both to protect their local
bankers and to oppose the Republican policy of centralization, led the
attack on the proposed state bank note tax. “What right have we to
blot out State banks?” demanded James Brooks. Such a measure
explicitly attacked state power, he said. Warning against a strong
national government, he argued that Congress was usurping the tra-



Monetary Legislation -« 101

ditional powers of the state legislatures. Brooks’s colleague Francis
Kernan tried a different approach: “if the national banks, with the
great advantages which they enjoy, cannot compete successfully with
the State banks,” he remarked, “it simply shows that the latter sub-
serve better the interests of the business community, and should not
be destroyed.” The banks have “been fairly and honestly doing great
service,” added New York Democrat John V. L. Pruyn, and they did
not deserve to be taxed by a Republican “exercise of arbitrary power.”

The House rejected Hooper’s amendment, but then passed one
proposed by Wilson placing a 10 percent tax on state bank circulation
after January 1, 1866. The House adopted this measure by a vote of
64 to 62, with no discussion.

The Senate received the revenue bill two weeks before the close of
the session on March 3, but Sherman, now the chairman of the
Committee on Finance, could not introduce it until the evening of
February 27. Sherman stressed the importance of the proposed tax
on state bank notes, claiming that it would compel their withdrawal.
“The power of taxation cannot be more wisely exercised than in
harmonizing and nationalizing and placing on the secure basis of
national credit all the money of the country,” he declared. Whether
or not they had voted for the national bank bill, other Republicans
echoed Sherman’s assertion that the Congress must either repeal the
banking law or contract the circulation of state banks.*!

In two debates on the measure, Democrats stressed the evils and
the unconstitutionality of the Republican policy of nationalization, a
theme that they emphasized increasingly stridently throughout the
war years. The state bank note tax, and indeed the whole Republican
financial system, were “devised in the evil spirit of ambition by one
who sought by the centralization of power and force here in the
Federal Government to make himself strong enough to wield this as
an empire,” said one. “The result of this course of legislation is utterly
to destroy all the rights of the States,” claimed Kentucky Democrat
Lazarus Powell. “It is asserting a power which if carried out to its
logical result would enable the national Congress to destroy every
institution of the States and cause all power to be consolidated and
concentrated here.”

Despite Democratic condemnation of the Republicans’ policy of
centralization, on March 1, 1865, the Senate refused to strike the
bank note tax by a vote of 20 to 22. One California Democrat joined
twenty-one Republicans to keep the tax, while six of the twelve
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Republicans who joined the opposition came from New England or
New York. On March 2, opponents of the tax made a last, unsuccess-
ful attempt to kill it. Only one senator changed his vote from the
previous day. Lincoln signed the revenue bill, with the state bank note
tax, on March 3. Although Lincoln’s second inauguration overshad-
owed the passage of the bill, it was a critical final step in the Repub-
lican nationalization of the country’s finances.

With their currency and banking system, the Republicans had both
promoted and codified the Union government’s growing strength, but
in centralizing the country’s financial system, Republican congressmen
had gone farther than Chase originally intended. Republicans who
wanted to tie banks to the government saw the greenbacks only as an
emergency wartime measure and believed that, upon their disappear-
ance, the national currency, based on private capital invested in gov-
ernment bonds and redeemable in gold, would come into its own. But
the war had confirmed many Western Republicans’ loathing of bank-
ers, and they liked the greenbacks. They believed the government
notes were the people’s money, for they thought, as Fessenden origi-
nally explained, that they were based simply on Americans’ ability to
labor. They joined with other groups, like entrepreneurs and certain
businessmen, to oppose the postwar contraction that the Republican
party officially embraced. People had worried about the greenbacks
initially, said an Indiana Republican congressman to his constituents
in late 1864, “but I tell you today that I do not come across any man,
whatever his politics may be, who does not grab at a greenback like
a duck at a worm.”®

After the war, Westerners’ initial willingness to accept national
banks for the secure currency they offered would crumble as the
mismanagement of state bank conversions placed most of the national
currency in the East. Meanwhile, as Sherman had unhappily foreseen,
the pyramid system of currency redemption, adopted at the insistence
of Westerners who demanded a secure currency, made New York the
nation’s money capital. In the postwar years, Westerners would reject
the national currency notes and, adopting the class language devel-
oped during the war by the Democrats, would struggle to make the
greenbacks the nation’s money. The tensions between the West and
the East over the two monetary systems would help create a political
movement, foment social unrest, and foster financial confusion.®



4 “Directing the Legislation of the
Country to the lmprovement

of the Country”s Tariff and
Tax Legislation

The condition of the country is singular . . . I venture to say it is
an anomaly in the history of the world. What do the people of the
United States ask of this Congress? To take off taxes? No, sir, they
ask you to put them on. The universal cry of this people is to be
taxed.

—John P. Hale, 1864

Bond and currency legislation, as well as the war itself, required
sweeping revenue measures to secure the Union’s debt. Republicans
formed revenue legislation not only to raise money, however, but also
to promote domestic economic growth. As party members attempted
to make the national finances increasingly dependent on the common
man, they drew on their economic beliefs to seek ways in which they
could encourage individual labor and foster production to increase
wealth. The economic designs of party members created new prece-
dents for the government. While Republican banking and currency
legislation had permanently strengthened the Union government by
increasing its control over the nation’s financial system, Republican
revenue legislation carried the economic power of the government a
step further. During the war, Republicans used Congress’s constitu-
tional authority to levy taxes and set tariffs in innovative ways, which
expanded the national government’s role in the economy.
Republican wartime revenue legislation followed a long history of
American tariff debate. Together with proceeds from the sale of public
lands, tariffs, which were duties on imported goods, were the primary
source of national revenue before the war. While everyone agreed that
some tariffs were imperative for revenue, a battle arose during the
nineteenth century over so-called protective duties. Those who be-
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lieved that high tariffs on manufactured goods would encourage do-
mestic industry and ultimately reduce the cost of manufactures fought
free traders, who believed that protection only raised consumer prices
for the benefit of manufacturers while offering no correspondingly
higher prices for unprotected agricultural products. This debate pitted
pro-tariff Whigs against free-trade Democrats, and generally set
manufacturing regions in the Northeast against agricultural regions
in the South and West. No corresponding political debate over taxes
informed Republican revenue measures, for although Americans paid
state and local taxes and land office fees, they had not paid a federal
tax since the War of 1812.

In the mid-1850s, the Republicans hesitated to take a strong posi-
tion on tariffs, for they needed to attract support from pro-tariff
states, such as Pennsylvania, without alienating Democrats who were
defecting to their standard. The Panic of 1857 and the ensuing de-
pression permitted Republicans to develop a tariff stance, however,
for many people blamed the panic on the low tariff a Democratic
Congress had passed in 1857. Further, the recession had reduced
imports and resulted in the Treasury’s running a deficit, making an
increase in revenue vital to the nation.! While hard-line free traders
maintained that an increase in tariffs would reduce revenue by ex-
cluding imports, by early 1860, even President Buchanan, a Demo-
crat, had decided that judicious tariffs might raise revenue with no
adverse effects on imports, and had requested at least a minor tariff
increase.?

In the spring of 1860, citing the need for revenue to bolster an
indebted Treasury, Justin Smith Morrill brought before Congress a
sweeping tariff bill (H.R. 338) designed to attract voters from both
parties and all regions at the same time that it established a firm
Republican stand on tariff legislation.> Morrill was particularly well
suited to develop a new system of tariffs that would appeal to many
different groups of Americans, for he bridged the worlds of business
and agriculture: he had made his fortune in trade and commerce while
he hailed from the small agricultural state of Vermont. His attitudes
about tariffs were not, as a colleague recalled, “biased by a sectional
feeling or the interests of his constituents.” Morrill’s reputation for
honesty and good judgment would also help him to convince skeptical
listeners of his good intentions.*

Morrill wrote his bill in part to woo pro-tariff Pennsylvania to the
Republican ticket in the 1860 election, but he was not simply cham-
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pioning traditional protectionism. The Morrill Tariff bill was the first
statement of a new protectionism peculiar to the Republicans. At the
heart of the plan was the idea articulated by Francis Wayland and
Henry Charles Carey that manufacturing, agriculture, labor, and all
other economic interests interacted harmoniously and positively un-
less government unduly favored one or another. “The plow, the loom,
and the anvil,” as one man wrote in a letter to a Boston newspaper,
had a “reciprocal influence.” Morrill, who maintained contact with
Carey throughout the debates on the bill, believed that tariff laws, if
they were adjusted to encourage growth in all sectors of the economy,
could be used to benefit all members of society.’

In order to spread the benefits of tariffs to all economic interests,
Morrill reworked the traditional structure on which earlier American
tariffs had been based. Traditional protectionism, as Americans un-
derstood it from their observation of England and France, required
high tariffs on manufactured commodities while it dictated the free
import of raw materials, including agricultural products. The theory
behind this system maintained that cheap wool, coal, hemp, and so
on would keep manufacturing costs low, enabling the nation to pro-
duce manufactures cheaply for the domestic market and to export
excess manufactured goods at great profit, while tariffs on foreign
manufactured commodities would insure that young domestic indus-
tries could develop without competition.®

Planning to distribute the benefits of a tariff to all sectors of the
economy, and also hoping to broaden support for his party, Morrill
rejected the traditional system of protection by proposing tariff duties
on agricultural, mining, and fishing products, as well as on manufac-
tures. Sugar, wool, flaxseed, hides, beef, pork, corn, grain, hemp,
wool, and minerals would all be protected by the Morrill Tariff. The
duty on sugar might well be expected to appease Southerners opposed
to tariffs, and, notably, wool and flaxseed production were growing
industries in the West. The new tariff bill also would protect coal,
lead, copper, zinc, and other minerals, all of which the new north-
western states were beginning to produce. The Eastern fishing indus-
try would receive a duty on dried, pickled, and salted fish. “In adjust-
ing the details of a tariff,” Morrill explained with a rhetorical flourish
in his introduction of the bill, “I would treat agriculture, manufac-
tures, mining, and commerce, as I would our whole people—as mem-
bers of one family, all entitled to equal favor, and no one to be made
the beast of burden to carry the packs of others.” Attacking the
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traditional belief that tariffs benefited manufacturing at the expense
of agriculture, Morrill and his colleagues tried to write a tariff that
would, as Carey explained, spread prosperity “like the sunshine, upon
every class and condition in life.”

Advocates of the bill went to great lengths to explain how the new
plan would benefit everyone in the nation. Relying heavily on the idea
that every economic group in society shared a harmony of interest,
party members argued that the strengthening of all sectors of the
economy would benefit laborers, farmers, and manufacturers alike.
Development would help the critical element of the economy, work-
ers; it would support the fundamental base of society, agriculture; and
it would benefit the mature stage of the economy, manufacturing.

One Republican’s speech on the Morrill Tariff bill revealed the
degree to which party members would argue that the bill benefited
workers; it began: “I rise to advocate the rights of labor.” Party
members argued that a strong economy would guarantee that laborers
were fully employed at fair wages that reflected the real value of labor.
One representative’s contention that “the steady employment of the
masses should be the first care of every Christian and enlightened
Government” had a great effect on his listeners, whose constituents
were suffering in a recession. The collapse of domestic manufacturing
in 1857 had thrown people out of work and destroyed wage scales.
“The humble sons of toil” had been petitioning Congress, complain-
ing that the previous tariff act had undermined “the value and price
of [a man’s] labor, which is his only capital for the comfortable
maintenance of his family, and the education of his children.”

The potential benefit to labor was an old argument for a protective
tariff, but it gained great power in the debates over the Morrill Tariff
as Republicans implied a parallel between free labor without a pro-
tective tariff and Southern slavery. Unless domestic industry recov-
ered, the Republicans darkly threatened, American labor would be at
the mercy of foreign manufacturers. The Republican image of North-
ern labor held in thrall by “British monopoly” dovetailed effectively
with the sectional speeches against slavery that frequently interrupted
the tariff debates. The alternative to the tariff was an acknow-
ledgement of British supremacy and a sentence of hard manual labor,
one speaker hinted. This threat cut to the quick a labor theory of
value, for once a man’s labor belonged to someone else, the whole
Republican economic theory of labor, capital, and progress fell to
pieces. “We are a nation of laborers,” said an Ohio man, “and that
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policy which shall best secure the interest of labor—our own labor—
and promote the prosperity and happiness of the whole people, should
be adopted and steadily maintained.””

Proponents of the Morrill Tariff also claimed that it would benefit
the previously neglected field of agriculture. The plan offered protec-
tion to farmers similar to the protection it gave to manufacturers,
party members explained, for by excluding foreign agricultural pro-
duce, it would encourage the development of the agricultural sector.
Advocates pointed proudly to the new duties on flaxseed and wool,
which would protect increasingly important products of the West, but
they acknowledged that most other agricultural products stood in
little need of protection, for America exported, rather than imported,
grain. Further undercutting the idea that the plan offered farmers
the identical protection it gave to industry, the bill placed a duty of
10 percent on all unenumerated raw materials, while unenumerated
manufactured goods bore duties of 20 percent.

Still, farmers needed a strong tariff system, Republicans insisted,
for the successful farmer depended on manufacturing tariffs as well
as agricultural ones. “Any one who has lived in the vicinity of a
manufacturing city or village,” said one man, “knows the disastrous
influence of a stoppage of its industrial establishments on the interests
of the farmers of the surrounding country.” In such a situation, he
maintained, demand for agricultural products dropped precipitously,
forcing farmers either to sell at ruinous prices or to send their produce
at great expense to distant markets. An Ohio Republican delivered a
speech entitled “Mutual Interest of the Farmer and Manufacturer,”
describing how the adversity of the manufacturing industry in his
district after the Panic of 1857 had crippled the farmers and broken
down every other occupation. An increased tariff would bolster
manufacturing, he declared, which would result in the hiring of more
laborers, who would eat more agricultural products. Everyone would
garner “increased wealth and prosperity.” The New York Daily Trib-
une circulated a pamphlet expanding on this simple equation. It began
by pointing out that tariffs reduced competition in agriculture as men
went to work in manufactures, and ranged farther afield until it finally
argued that tariffs prevented soil depletion by keeping crop refuse in
America to replenish the soil from which the crops had grown. The
Republican party’s position on the tariff, the pamphlet concluded,
demonstrated that “in it and it alone, lies the hope of American
agriculture.”®
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The emphasis on a growing American economy made it clear that
an element of nationalism informed the new Republican tariff stance.
Party members frankly announced that they intended the Morrill
Tariff actively to develop the nation and make it independent of most
foreign products. “That country is most independent, and conse-
quently most prosperous,” insisted one speaker, “which produces
within her own borders all articles needful for the use of her citizens.”
As advocates of the bill maintained was proper for “a wholesome and
beneficent system of revenue laws,” Morrill had designed the new
tariff system explicitly to foster American industry, in the broad sense
of the word. Calling on his colleagues to support the bill, Pennsylva-
nia’s James H. Campbell cried: “Men of Missouri, men of Michigan,
men from all the iron-bearing States, men of the whole land, will you
not unite with us in developing the vast resources of the country?”

The development of the nation was nominally, at least, only the
second object of the tariff, however; it must first raise revenue, and
Morrill had designed a new system to spread the burdens of a tariff
equitably throughout society. Old tariff systems set ad valorem du-
ties—that is, fees equaling a percentage of an object’s price—on a few
products. But these ad valorem duties had two drawbacks. First, they
were highly susceptible to fraud, for importers could claim low valu-
ations for their products and sell them later at higher prices. Second,
a system that placed high tariffs on just a few items distributed the
burden of tariffs only to the handful of consumers who bought the
few dutied items—assuming, as Republicans did, that the laws of
commerce ultimately passed any fees attached to a product on to
consumers.

Objecting to a system of revenue that placed all its burdens on a
few people, for this amounted to economic folly in the shape of
legislation against one economic group, Morrill instituted specific
charges on a wide range of commodities. His bill cut the free list, and,
in addition to various enumerated duties on certain products, it es-
tablished three categories of other taxable items. At 10 percent the
bill dutied items that Republicans deemed necessary to most people,
including furs, fruit, ammonia, brass, cornmeal, and barley; at 20
percent it dutied less necessary items, such as castor oil, catgut, whale
oil, skins, spices and strychnine, among other things; finally, at 30
percent the bill dutied luxuries, such as jewelry, perfumes, carriages,
clocks, dolls, toys, silk, marble, and painted velvet. Morrill believed
that this system would impose duties on virtually all consumers ac-
cording to their ability to pay.’
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The debate over the Morrill Tariff not only allowed Morrill and his
supporters to expound the policy that would shape the next five years
of revenue legislation, but also permitted Democratic members of the
House, primarily from the South, to begin unwittingly to undermine
the effectiveness of Northern Democratic opposition to later Repub-
lican wartime revenue measures. Democrats tried desperately to de-
feat the tariff, both because they disliked protective measures and
because they recognized that the bill would attract key voters to the
Republicans in the 1860 election. This stand against the bill made it
easy for Republicans, who pressed the bill as an imperative revenue
measure, to label their opponents as disloyal to the government. The
tainting accusation of disloyalty would seriously weaken Democratic
opposition to Republican measures for years to come.

The tariff bill passed the House on May 10, 1860, after some sharp
parliamentary maneuvering by John Sherman and after most Repub-
licans—a large number of them Westerners—rallied to it. The South-
ern-dominated Senate, however, blocked the bill. Preparing a political
platform for the election of 1860, Republicans hesitated to force
Westerners to accept a strong tariff plank, but, after great pressure
from pro-tariff men, party leaders finally endorsed the policies of the
Morrill Tariff. The Republicans’ platform declared that tariffs should
not only provide government revenue, but also “encourage the devel-
opment of the industrial interests of the whole country,” thus, as it
said, securing liberal wages to working men and good prices to farm-
ers while fostering commerce. After the Republicans won the elec-
tion—capturing the pivotal high-tariff state of Pennsylvania—and the
Southern senators left Washington, the bill passed and became law on
March 2, 1861.%

The Morrill Tariff furnished the basis for Republican wartime tariff
policy; as party member James G. Blaine wrote in his history of the
period, it “radically changed the policy of our customs duties . . . and
put the nation in the attitude of self-support in manufactures.” The
new law created a novel tariff system on which future Congresses
could build. “The details of this act became the victim of the war,”
remembered one Republican, “but the general principles on which it
was founded, the application of specific duties where possible, and
the careful protection extended to the products of the soil and the
mine, as well as of the workshop, have been maintained.”"

Morrill’s law, with its evident nationalism, also created tension
between the North and England; this tension would mount over the
next four years. Republicans had called aggressively for a policy
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designed to promote the American economy at the expense of foreign
trade, and foreigners, not surprisingly, objected. The French believed
that the tariff would impoverish their industry, and the English, furi-
ous at the new law, rushed goods to America before it went into effect.
In New York, foreign agents agitated against the new tariff. These
European reactions drew Northern anger, and newspapers quickly
called for a boycott of British goods. At the end of 1861, Indianapolis
newspaper carriers treated their patrons to a poem about the year’s
events, and after fulminations about the British, they concluded:

So let them come on, and force us to declare, if
They can, that we soon will abolish our tariff.

Our tariff is Morrill, what’s moral is right,

And we’ll stand up for that, if we do have to fight.!2

Southern states had begun leaving the Union even before the Morrill
Tariff passed, and the war, which started shortly thereafter, committed
the Republicans to developing an extensive revenue system. Fond of
quoting Hamilton’s statement that “the creation of debt should al-
ways be accompanied with the means of extinguishment” in order to
make public credit “immortal,” Republicans were anxious not only
to pay military suppliers and troops, but also to support the bond
issues Treasury Secretary Chase began in March 1861." Only four
months after President Buchanan had signed the Morrill Tariff Act,
the special session of the Thirty-Seventh Congress began the search
for revenue to fund the war effort. In his report to the session, Chase
stated that the government would need around $320 million for the
1861-1862 fiscal year. One-quarter of that amount could be raised
by taxation, he suggested, but the rest must come from increased
import duties.'*

Ex-Democrat Chase had held tightly to his free-trade beliefs until
1860 and, not surprisingly, his suggestions for raising revenue relied
on America’s past experience with war tariffs rather than on Morrill’s
comprehensive new tariff plan. During the War of 1812, Secretary of
the Treasury Albert Gallatin had supported tariffs on sugar, tea, and
coffee, and Chase urged that Congress repeat these war measures.
Anxious to begin the revenue process, the Committee of Ways and
Means, which was reputed to have been stacked with pro-tariff men
and on which Morrill sat, quickly reported a bill placing such duties.
Discussion of the bill (H.R. 54) began on July 17, 1861."
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Democrats used the proposed tariff to attack the Republican policy
embodied in the Morrill Tariff, but, paradoxically, their assaults
served only to strengthen the Republicans’ new tariff policy. Opposi-
tion leader Clement L. Vallandigham of Ohio at first ignored Chase’s
proposals and challenged the Morrill Tariff by proposing essentially
to reinstate the tariff of 1857. While Republicans thought that higher
tariffs would both raise money and energize the economy to break
the economic recession of the last few years, Vallandigham made it
clear that the Democrats wanted lower tariffs to prevent undue bur-
dening of those the recession had left poor or unemployed. He also
insisted that lower tariffs would raise more revenue by fostering
imports. Then, recognizing that Chase’s suggested tariffs launched a
policy different from that of the Morrill Tariff, Vallandigham used to
the bill at hand to complete his portrait of the Republicans as wealthy
men burdening the poor while leaving their own fortunes untouched.
Vallandigham said he objected to the new bill because he opposed
dutying items that were “among the necessaries of life.” Such tariffs
would unduly burden the poor, he said, and amounted to favoritism
of the rich.'

From his position as chairman of the Committee on Ways and
Means, Morrill’s close friend Thaddeus Stevens defended the Morrill
Tariff, countered Vallandigham’s charge that the new tariffs were
intended to benefit the rich, and concluded by branding as disloyal
Democrats who opposed Republican revenue policies. Insisting that
the bill was solely a revenue measure, Stevens defended the tariff on
necessities by explaining that, since the articles mentioned were the
most widely used, they would produce the most revenue. The bill was
imperative to sustain the war effort, Stevens declared, and he asked
Vallandigham to declare “what objection he has . . . if he desires that
the Government shall be sustained in the prosecution of this war?”

Despite Democratic opposition and a notable lack of enthusiasm
for the tariff hike from Republicans representing the agricultural
regions of the border states, the tariff bill passed the House on July
18, 1861, the day after debate on it had begun. The ayes were
sufficient that no one asked for a roll-call vote. Public reaction to the
plan mirrored the congressional debate. Only two days after the bill
passed the House, a Western Republican warned a senator that the
price of the dutied items was already rising and that the plan “will
take thousands of votes from us.” The editor of an Eastern newspaper,
however, reviewed the legislation and cheerfully agreed that a tariff
on necessities would raise the most revenue.!”
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The House turned next to a tax bill (H.R. 71). Unlike tariffs,
national taxation did not play a part in the initial Republican program
to build the country, and the Republicans never intended it to continue
beyond the time of absolute wartime necessity. Following Wayland
and Carey, Republicans feared and hated internal taxation, for they
believed that unfettered accumulation of private property enriched the
nation by creating a strong incentive to labor. As a writer for the
Boston Daily Evening Transcript declared axiomatically: “All taxes
are pernicious which interfere fatally with the creation of wealth.”

Despite Republican reluctance, however, the war demanded na-
tional taxation. In their inexperience and haste the Committee of
Ways and Means turned, as Chase had, to the laws that Gallatin had
employed during the War of 1812, and this first, unsuccessful tax
proposal helped to direct Republican ideas about raising revenue. The
House tax bill echoed the 1813 and 1815 direct taxes that were
apportioned by state according to population, and which were almost
always assessed on land. Still new to the idea of a strong national
government, the committee proposed a system of federal collectors to
gather the tax, but permitted states to collect and deliver the tax
themselves if they so desired."”

Even desperate need for revenue could not rally all Republicans
to a direct tax and federal tax collectors. In 1861, Gallatin’s system
of direct taxation made less sense than it had some five decades
before. Levying taxes on land would shift the burden of taxation from
wealthy nonlandowning businessmen toward landowners, and West-
ern farmers could be certain that they would pay more tax than most
businessmen in Northeastern cities. Republicans from primarily agri-
cultural states led the opposition to the imposition of a direct land
tax, although they were joined by a significant number of men from
other regions, notably economist Carey. A land tax was “all wrong
and [would] divide the country,” an Ohio man insisted. In Congress,
Schuyler Colfax of Indiana, Owen Lovejoy of Illinois, and James
Ashley of Ohio argued that a direct tax “must fall with very heavy, if
not ruinous effect, upon the great agricultural States of the West and
Southwest” and led the fight to adjust the tax burden to bear on
wealthier manufacturing states. They insisted that land should not
bear taxes until merchandise, personal property, and income did.
“Tax all property alike,” agreed a man writing to Washington from
Ohio.?

Many other Republicans who, out of their longstanding fears of
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government monopoly of power, regarded expansion of the national
government with suspicion, doubted the wisdom of using federal tax
collectors. “It will be a horrid thing to have a crew of Federal tax
gatherers quartered upon us,” wrote one man. “I . . . dread and
deplore the extension of the patronage and influence of the Federal
Government . . . That government will always be corrupt and cor-
rupting.” While opponents of the national collection proposal
doubted both the constitutionality of federal tax collectors and the
need for creating a national system of tax collection when state sys-
tems already existed, congressmen also wanted to protect state sov-
ereignty and their own state patronage networks.?!

Ultimately, the need for revenue outweighed objections to the
House tax bill; it passed the House in late July 1861. But Republican
objections to the direct tax and party members’ initial reluctance to
strengthen the national government would help the Senate to shape a
novel approach to the tax issue.

Not waiting for the House to finish with its tax bill, which never
reached the Senate floor, the Senate took up the House tariff bill on
July 25 and quickly indicated that it intended to boost Morrill’s new
tariff policy. The Senate adopted a substitute to the House bill, which
lowered the House’s proposed duty on coffee and sugar and replaced
the lost revenue by increasing the existing Morrill Tariff rates on other
commodities by 10 percent.?? Although the Senate manager of the bill,
James F. Simmons of Rhode Island, insisted that the tariff hike was
solely a revenue device and not intended for protection at all, this bill,
which would raise duties on agricultural as well as manufactured
imports, revealed that war needs would promote the tariff system
Morrill had launched in 1860. Indeed, the need for war revenue
opened the way for higher tariff duties. Advocates of protection
foresaw that the war would require “adequate” tariffs, and viewed
this as “a good flowing from it far greater than all the evils the war
can entail.” In April, even the New York Times, which had not
supported the Morrill Tariff, declared that all differences over tariff
policy were erased by the war. “Self-preservation demands that do-
mestic industry should be encouraged in every way,” its editor de-
clared. “Large numbers of people are suffering from want of work,
and no one can question that it is our duty to employ them, in
preference to the operatives in Europe.”?

As the New York Times indicated, the North’s growing irritation
at England helped sell the Republicans’ higher tariffs. The murmurs
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that England had caused by its opposition to the Morrill Tariff swelled
into clamors when English financiers refused to invest in Union war
bonds. In July 1861, when Charles Sumner, chairman of the Commit-
tee on Foreign Affairs, who had traveled widely in Europe and who
maintained ties there, suggested that Congress should take care not
to offend England when enacting tariffs, Finance Committee Chair-
man Fessenden exploded. “What right has a foreign country to make
any question about what we choose to do,” he demanded, echoing
the angry tone of Northern newspapers. The needs of America should
come first; any pressure from Europe was “an insult.” When Sumner
proposed to strike the 10 percent tariff, he found himself marooned
in a minority of 7 against a majority of 29. All of his supporters were
Democrats.?

Disturbed by the House’s indecisive wrangling over its direct tax
measure, Simmons had ventured into new waters and proposed a
striking income tax amendment to the tariff bill as soon as he had
introduced it. Different states had experimented with income taxes,
but a federal income tax had never been seriously considered. Hoping
to avoid property taxes, which had attracted such opposition in the
House, Simmons recommended a 5 percent tax on annual incomes
exceeding $1,000. This, he felt, represented a good living in 1861.
Fessenden enthusiastically seconded Simmons’s proposal, even though
the proposed income tax would fall most heavily on the Atlantic
states, one of which he represented. Almost echoing House Democrat
Vallandigham, Fessenden conceded that the poor would feel more
heavily than the rich the proposed tariffs on tea, coffee, and sugar,
precisely because the tariff would fall evenly on all. An income tax
would mean that “the burdens will be more equalized on all classes
of the community, more especially on those who are able to bear
them.”?s

Senate Republicans endorsed the expansion of the Morrill Tariff
policy and accepted the attempt to equalize monetary burdens
through a novel income tax, while Democrats continued to attack
Republican willingness to force war funds from the poor instead of
from “the politicians . . . and the property holders,” who had pre-
sumably begun the war and “should pay the expenses of it.” The
Senate version of the tariff bill, including its income tax provisions,
narrowly passed by a vote of 22 to 18 at the end of July 1861.

When the House refused to accede to the Senate amendments, the
two bodies appointed a conference committee. The committee’s re-
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port, which assembled different provisions from the House tariff bill,
the House tax bill, and the Senate amendments to the House tariff
bill, reflected the development of the Republican revenue system.
From the House tariff bill, the report retained the duties on sugar, tea,
and coffee that Chase had taken from Gallatin’s system, although it
also included new duties on liquor. From the House tax bill, the
committee took a $20 million direct tax and permitted states to collect
the tax themselves if they wished. This reflected Gallatin’s system, but
the Republicans also provided their own, new system of national tax
collection. The deferment of the collection of the tax until well into
1862 showed the Republicans’ continuing reluctance to levy such a
tax. Revealing the innovations that the Republicans would be forced
to make, the report took the income tax provisions from the Senate
amendments, although it reduced the rate to 3 percent and taxable
income to $800. This tax would fall due on June 30, 1862, for the
year ending on December 31, 1861.%

The debacle of the first battle of Bull Run and constant rumors of
an attack on Washington made the dangers of an empty Treasury only
too apparent. The Senate approved the report of the conference com-
mittee by a vote of 34 to 8, with no Republicans in the minority.
Stevens pushed the report to a quick vote in the House, and it was
adopted by a vote of 89 to 39, with only two Republicans in the
opposition. One Western congressman who had voted aye nervously
explained to his constituents that a tax was imperative to support the
war effort. Morrill expressed the same idea more confidently: “I am
sure the emergency really demands from us all we are doing,” he
wrote, “and that the mode is as just as can be devised—taken as a
whole.” President Lincoln signed the bill into law on August 5, 1861.>

On December 9, 1861, only four months after Lincoln had signed the
1861 revenue measure, Chase told the newly convened second session
of the Thirty-Seventh Congress that his previous estimates of the
funds necessary to conduct the war were woefully low. Turning again
to Gallatin’s precedent, he encouraged still higher tariffs on sugar, tea,
and coffee, but acknowledged that even these duties would be in-
sufficient. To find the necessary money, he advocated further borrow-
ing and taxation.?

Congress quickly voted Chase the tariffs for which he asked, but
this stopgap measure could only begin to meet the government’s
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revenue needs. By January 1862, with millions of dollars of bonds
issued and Union credit wavering, a sweeping tax bill seemed impera-
tive. Republicans feared that unless the government showed a willing-
ness to raise revenue by taxation, investors would doubt that their
loans could ever be repaid and would cease to buy bonds. Citizens
showered their representatives with pleas for taxation to preserve the
public credit, and even conservative newspapers declared that “there
is not the slightest objection raised in any loyal quarter to as much
taxation as may be necessary.” In January, Congress passed a joint
resolution committing itself to levy a tax, which, with the higher tariff
duties that Morrill promised, would secure an annual revenue of $150
million.?

The question, then, was not whether to levy a tax, but how to do
so. The income tax was untested, and Gallatin’s direct land tax system
was clearly unpopular. Westerners frankly told their congressmen that
it was folly to talk of another direct tax, and many Easterners agreed
that land was overburdened. Men flocked to Washington to offer
taxation advice to Congress, and newspapers were full of suggestions
about how to levy a tax. The Committee on Ways and Means received
so many bills advocating different methods of taxation that Morrill
complained of the expense of printing them all.*

At the beginning of March 1862, from the Committee on Ways and
Means, Stevens introduced the tax bill (H.R. 312) that would form
the foundation for Republican wartime taxation. Revealing Morrill’s
hand in its development, the plan led the Republicans away from
tradition toward a new scheme that complemented the Republican
tariff system embodied in the Morrill Tariff. When passed, the sweep-
ing new law, which covered seventeen triple-column pages in the
Congressional Globe, imposed a 3 percent tax on domestic manufac-
tures and created a new Internal Revenue Bureau in the Treasury
Department to collect it. It also forced the licensing of different pro-
fessions, instituted a two-tiered income tax, and taxed a wide variety
of commodities and services—even circuses.’!

The Republicans based their new revenue system on what they
called “indirect taxes,” which were invisible sums attached to con-
sumer goods through taxes on manufacturing, collected from manu-
facturers. A 3 percent tax on manufactures in the form in which each
product was usually consumed and in which it had the highest value,
explained a member of the Ways and Means Committee, was a simple
way to tax everything, for it would sweep in all raw materials except
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basic foodstuffs. It would neither hurt the poor by taxing food nor
cripple industry by taxing raw materials directly and thus making
manufacturers unable to compete with cheaper foreign production.
Republicans intended that indirect taxes would replace “direct taxes,”
which were enumerated individual assessments such as poll taxes,
assessments, and especially land taxes, which Westerners so angrily
assailed as discriminating against them. “A burden that would para-
lyze the agriculturists of the country will be taken on to the backs of
the steam giants with alacrity and confidence,” Morrill predicted.®

Manufacturers railed against the new system of taxation, but the
Ways and Means Committee knew that indirect taxation would not
ruin industrial production. The new system would require the
strengthening of domestic industry to enable manufacturing to bear
the brunt of national taxation. The first consideration when framing
a tax bill, Horace Greeley had reminded Congress in the New York
Daily Tribune, was that “productive industry must be encouraged and
stimulated, if possible, rather than burdened and paralyzed,” and
indirect taxation would indeed enable the Republicans to put to a
positive use the necessary evil of taxation. Fitting nicely with Repub-
lican attempts to use tariffs to develop the country, this system would
require high tariffs to protect the heavily taxed domestic industries
from foreign competition.*

By spreading taxes to consumers, indirect taxes seemed to be a
domestic mirror of Morrill’s tariff duties. One newspaper editor ad-
vocating “a mature system of indirect taxation” actually called these
taxes “internal duties,” and a Ways and Means Committee member
reflected “that such a [tax], judiciously arranged, would operate like
a duty on imported goods, as a tax on the consumer.” Like tariffs,
Republicans believed, indirect taxation would help distribute the
greatest financial burden to those most able to bear it, for the more
a person bought, the more he or she would pay in tax. “The weight
[of taxation] must be distributed equally,” Morrill said, “not upon
each man an equal amount, but a tax proportionate to his ability to
pay.”

Beginning to consider the bill in mid-March, the House turned first
to a key provision, which indicated the growing Republican trend
toward a centralized national government: the proposed federal sys-
tem of tax collection. After reassuring his colleagues that state revenue
systems would remain intact under the new plan, Morrill vigorously
denied the proposition that states had a constitutional right to collect
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federal taxes. He attacked the practicality of state collection and
challenged his colleagues to imagine a disloyal state’s contribution
under such a system. Vehemently asserting the growing power of the
national government, Morrill insisted that the government had a right
to “demand” 99 percent of a man’s property for an urgent necessity.
When the public required it, he declared, “the property of the people
. . . belongs to the Government.”

Morrill’s position did not reflect a unanimous Northern opinion.
People across the Union worried about the “army of officials” a
national tax collection system would create. Democrats assailed the
proposed plan, and even some Republican newspapers asserted that
it would be “a very popular measure” to leave tax collection to the
states. The idea of federal control over its revenue had become strong
enough to overshadow state interests, however; various Republicans
supported Morrill and refuted assertions that it would be cheaper to
rely on state tax collection, arguing that each state would have to
revamp its old systems to handle the new taxes. Without a division,
the House rejected a proposed amendment to the bill maintaining
state tax control. At least one newspaper saw nothing but good in the
decision for nationalization of tax collection. The Chicago Tribune
suggested that such a high price of “blood and treasure” would bring
to American citizens “a sense of personal responsibility in the safety
and stability of the Nation.”?

Republican establishment of national control of the new system did
not mean the end of regional animosities in the North. At the end of
March, after days of technical and minor amendments to the measure,
a proposed tax on whiskey made congressmen from the lower North-
west lash out at the East and the upper West. Republican William D.
Kellogg from the corn-producing state of Illinois protested the whis-
key tax as a heavy burden on the agricultural lower Northwest area
of the nation, proposed by those from the manufacturing Northeast.

Kellogg spoke for the agricultural region in the middle of the coun-
try, which produced the North’s largest corn and tobacco crops.
Resenting the culturally different upper North and East, people from
this area believed that Northern manufacturers and businessmen
schemed to unload financial burdens on them. Democrats and some
Republicans from this region went a step further than Kellogg had,
attacking Easterners and challenging the entire idea of indirect taxa-
tion. They argued that manufacturing taxes would fall unduly heavily
on Western consumers. Instead of these indirect taxes, they suggested
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taxes placed directly on raw materials such as pig iron, coal, cotton,
and potato starch, with the understanding that the taxes would fall
primarily on manufacturers in the regions that produced the articles:
Pennsylvania and New England. Congress rejected the Northwestern
plan after a New England representative on the Committee on Ways
and Means insisted that manufacturing taxes automatically included
a tax on raw materials. He also correctly identified the new proposals
as sectional attacks which, by taxing raw materials, introduced a
completely different system of taxation from the committee’s manu-
facturing taxes.*

Several factors prevented these Northwestern protests against the
proposed tax measure from making headway in the House, despite
general Republican sympathy for agricultural regions. Most farmers
from the upper Northwest liked the new bill, for commodities made
from wheat, their primary crop, were untaxed to encourage compe-
tition with Canadian wheat admitted to America free of duty under
the 1854 Canadian Reciprocity Treaty. In addition, the aggressive
Democratic champions of the “oppressed, plundered and suffering tax
payers” of the West irritated party members and made them distrust
tales of the area’s woes. Republicans also knew that the Union’s
booming agricultural production was bringing large amounts of spe-
cie to the North through exports, and they assumed that the West was
prospering. Further, party members knew that critical legislation de-
signed to benefit the agricultural sector would soon come before the
House and would probably pass. Finally, most Republicans believed,
as Ohio representative Valentine B. Horton insisted in a speech de-
signed to swing members of his region behind the bill, that the meas-
ure did not levy taxes on the farmer “to any greater extent than . . .
upon other classes, and perhaps, not to so great an extent.”

Party satisfaction that the bill did not discriminate against any
portion of the agricultural sector, however, did not relieve Northwest-
erners’ conviction that they suffered from discrimination, and this
conviction would increasingly taint the Republicans’ image. Republi-
cans Kellogg of Illinois and William Dunn of southern Indiana con-
tinued to complain in frustration that “they tax everything in the West
that a farmer can raise” and then manufacturers say that “we outside
barbarians” must pay the taxes. “Corn is our ‘peculiar institution,””
Dunn declared, and “the corn-growing sections” must join together
for their own interests.*

In early April, the House took up a third potentially controversial
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aspect of the bill, the income tax provision. This measure called for
a 3 percent tax on yearly income over $600, which the Republicans
claimed was a good living in 1862. Morrill apologized for maintaining
the “inquisitorial” and “one of the least desirable” taxes of the pre-
vious session and claimed that the income tax was proposed only to
make sure that no one could avoid a share of taxation. Morrill was
also aware that indirect taxation could go only so far in allocating a
fair share of taxes to the wealthy, for all families, poor or rich, needed
the same basic commodities. The rich paid more than the poor only
if they bought luxury goods. Attempting to raise all of the necessary
wartime revenue from indirect taxes on basic goods would drive poor
families into destitution. Stevens further explained that the committee
had kept the income tax because its members thought “it would be
manifestly unjust to allow the large money operators and wealthy
merchants, whose incomes might reach hundreds of thousands of
dollars, to escape from their due proportion of the burden.”

Republicans from across the North had advocated an income tax
for the reasons Morrill explained in Congress, and no one had much
to say in opposition to the one the committee proposed. The anxiety
some Republicans expressed came from a worry that the tax would
fall unevenly. The Philadelphia Daily Evening Bulletin fretted that the
proposed tax would bear too heavily on moderate incomes and sug-
gested instead a 1 percent levy on “all incomes whatever”; Harper’s
Weekly worried that incomes in America fluctuated too much for any
rational method of income taxation. These uncertain protests were
unavailing, however, and Morrill’s idea prevailed. After repeatedly
calling for an income tax, the editor of the Chicago Tribune approved
the one suggested, explaining, “the rich should be taxed more than
the poor.”3

In Congress, no Republican challenged the income tax. A few
Democrats from agricultural regions complained that the plan would
hurt farmers, ignoring the fact that in the previous session their region
had advocated such a levy to balance direct taxation. “The country,”
Stevens retorted authoritatively, “and especially the western country,
will not pay a millionth part of [the tax].” No one called for a separate
vote on the income tax provision.

With the critical points settled, Stevens concluded debate on the
bill by defending its principles. He emphasized that indirect taxation
and the income tax would lay taxes on everyone but would distribute
the bulk of the burden to the wealthy. He contrasted this system to
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direct or poll taxes, which would ultimately charge everyone the same
heavy taxes. “We have the consolation to know that no burdens have
been imposed on the industrious laborer and mechanic,” concluded
Stevens, and “that the food of the poor is untaxed.” A colleague
agreed: “It will be observed that this bill seldom reaches the poor man
. . . The bill very properly, I think, adopts the indirect system of
taxation.”

Knowing that a vote against such a vital revenue measure would
be a vote against the success of the Union, all but one Republican
congressman ultimately fell into line and voted for the bill. On April
8, the measure passed the House by a vote of 125 to 14, with thirteen
Democrats, eleven of whom hailed from the corn-producing region,
leading the opposition.*

The Senate received the bill in mid-April 1862 and referred it to the
Committee on Finance. Besieged by alternative plans for internal
revenue, Fessenden determined to ignore all other suggestions and to
deliver his friend Morrill’s House bill in the best shape possible. He
reported the measure in early May, but it was blocked from the floor
by a group of senators who, frustrated at what they perceived to be
Lincoln’s weak prosecution of the war, tried to force the President to
declare “some distinct line of policy”—that is, one that reflected their
own heavy-handed suggestions—before they would vote a tax to
continue the war effort. It was not until May 21 that Fessenden was
able to bring the bill up for discussion.*

The two-week debate that followed the introduction of the bill
revealed the same regional tensions apparent in the House between
lower Northwestern agricultural interests and the upper North and
Northeast, but in the Senate, as in the House, lower Northwesterners
were unable to alter the Republican plan. Of the 315 amendments
offered to the House bill, only those relating to the direct tax and the
income tax changed Republican policy.

One of those changes dealt with the direct tax section of the 1861
tax bill, which the House had left intact. The Senate passed by a large
majority an amendment to the bill limiting the direct tax levy to the
$20 million tax imposed in 1861. Western Republicans Zachariah
Chandler of Michigan, James Grimes of Iowa, and Timothy Howe of
Wisconsin led Republicans of all regions in advocating the amend-
ment, arguing that indirect taxation made the direct tax obsolete.
Indirect taxation spread burdens equally, they maintained, by permit-
ting commerce to distribute the burden of the manufacturing tax
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throughout the country. The direct tax, they argued, bore dispropor-
tionately on agricultural states and muddied the principle of indirect
taxation.

In a second change, the Senate adopted an amendment graduating
the income tax. Fessenden introduced the plan, which reflected an
idea of Simmons’s. Fessenden proposed a 3 percent tax on incomes
between $600 and $10,000, a 5 percent tax on incomes over $10,000
and under $50,000, and a 7.5 percent tax on all incomes over
$50,000. Although a few men had previously suggested graduated
taxes to distribute taxes more evenly according to ability to pay, the
Senate created this tiered system with little thought but to gain more
revenue. The plan drew little debate. Congress had to find revenue to
replace that from the direct tax, and to impose the high rate necessary
for sufficient revenue on all incomes over $600 would have been
deemed a hardship for lower-income families. A graduated tax seemed
the obvious solution.*!

The House received the amended bill in early June and promptly
sent it to a conference committee, which two weeks later reported to
both houses a plan reflecting the Senate’s attempts to levy taxes
proportionately according to wealth. Among other adjustments, the
committee’s report recommended suspending the direct tax for two
years and establishing tiers of 3 percent for incomes over $600 and
of § percent for incomes over $10,000. The Senate adopted the report
without a division; the House adopted it by a vote of 106 to 11, with
Democrats dominating the minority.

Like the revenue bill of 1861, the 1862 tax bill revealed the evolu-
tion of Republican tax policy. With this measure, the Republicans
effectively shelved Gallatin’s tax ideas by suspending the direct tax,
which, they believed, unfairly burdened the agricultural sector of the
economy. They codified their own new policy of indirect taxation in
the belief that this system of taxes on manufactures would evenly
distribute the tax burden. A novel, tiered income tax was to raise the
war funds that the relatively low indirect taxes could not. From weeks
of debate emerged “a pretty good bill,” one congressman wrote,
“except that the taxation descends rather too much into details.” “It
will answer for a beginning,” he concluded. President Lincoln signed
this first major tax bill of the war on July 1, 1862.2

On June 20, three days before the conference committee on the tax
bill reported to Congress, Stevens introduced the sweeping tariff Mor-
rill had promised earlier. Again designed by Morrill, the bill (H.R.
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531) was based on the Morrill Tariff. It set the average rate on
commodities affected by the tariff at around 37 percent and cut the
free list in half. A three-day debate began in the last week of June.*

Although they were still trying to distinguish their tariff policy from
traditional protectionism, Republicans did not mention agricultural
tariffs when advocating this bill. The measure indeed raised the tariffs
on everything encompassed in the Morrill Tariff Act—those on agri-
cultural as well as manufacturing products—but agricultural tariffs
were now irrelevant. Far from importing agricultural products, the
wartime Union had aggressively developed its agricultural exports to
attract foreign specie. The proposed tariff protected agriculture in case
exports fell drastically, and most eastern Republicans saw no need to
continue to try to attract farmers to high tariffs. They believed that
the recent passage of popular homestead legislation and other agri-
cultural measures designed to enrich the agricultural sector and thus
help it to produce revenue meant that most farmers would cheerfully
support other Republican revenue measures that focused on different
sectors of the economy.

Instead of emphasizing the agricultural benefits of tariffs, the new
manufacturing taxes made Republicans concentrate on the proposed
tariff’s effect on industry. They claimed that the bill was a war meas-
ure to raise revenue and to protect newly taxed domestic industries
from untaxed, and therefore cheaper, foreign products. “If we bleed
manufacturers we must see to it that the proper tonic is administered
at the same time,” said Morrill, “or we shall have destroyed the goose
that lays the golden eggs.” The tariff was “certainly not” intended for
the purpose of protection, he insisted; but he privately reflected that
it would “do much to keep our own people employed rather than
those of Europe.” Most pro-tariff men exulted that the measure
brought closer a full-blown system of protection.*

An exclusive concentration on manufacturing was premature, for
recent Republican efforts in favor of farmers had not dulled the
agricultural regions’ antipathy to tariffs, and the sectional conflicts
that had surfaced in the tax debates immediately reappeared in dis-
cussions of the proposed tariff. Although in general people from the
entire agricultural West disliked tariffs, those from the lower North-
west, already angry over the tax bill, were most vocal in opposition
to the 1862 tariff bill. The San Francisco Daily Alta California de-
clared it common knowledge that “the great valley of the West”
opposed any sort of tariff, and indeed members of both parties from
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the corn-producing region challenged the new measure. Anticipating
the new tariff bill, the Republican Cincinnati Daily Commercial gently
suggested that New England and Pennsylvania interests stand back a
bit in favor of Western interests. More vociferous, the Chicago Times,
a Democratic “secession organ,” according to a Republican rival,
bitterly protested “the New England policy of the war,” which, it
claimed, was enriching New England through the Morrill Tariff.*s

Congressmen of both parties from Western agricultural states made
their continued opposition to protective tariffs clear. As soon as the
bill came up for debate, Republican Samuel Shellabarger of Ohio
warned that he would not vote for any bill that raised tariffs except
to equalize tariff rates with new tax rates or to raise revenue. Demo-
crats asserted positively that the bill was “based upon the prohibitory
principle.” Robert Mallory of northern Kentucky, who came from a
town on the Ohio River across from Indiana, claimed that his section
of the country was “oppressed to a great extent” by a tariff. “Our
interests are different from the interests of that section of the country
from which [Mr. Morrill] comes,” he reminded the House.

The Western agricultural region’s continuing dislike of tariffs com-
manded less and less sympathy within the Republican party, however,
not only because the legislation for agricultural development the party
contemplated offered significant benefits to farmers, but also because
the North’s growing antipathy toward Britain, France, and Canada
outweighed regional feelings. The Republican press maintained a vigi-
lant watch on England and the rest of Europe, bemoaning, among
other things, Britain’s blockade running and outfitting of Confederate
warships. Reflecting on the apparent abundance of proofs of English
hatred and jealousy, the editor of a Philadelphia paper concluded that
“they are engendering a corresponding hatred in this country.”#

Northerners believed that England’s attitude reflected jealousy of
the North’s growing commercial and financial strength, and pro-tariff
forces used this idea to promote higher duties. The New York Daily
Tribune insisted that the Morrill Tariff had enabled the Union to
survive its early financial crises without help from Europe. The Phila-
delphia Inquirer blamed British anger at Union duties on England’s
realization “that a new era has been reached in our tariff policy, and
that the golden stream which has so long flowed to her shores from
ours will now . . . be retained here to . . . give new activity to our
internal trade.” Having gained confidence in the Union’s economic
strength as the nation funded its own war without European capital,
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Republicans espoused an increasingly powerful nationalistic belief
that America should concentrate on making itself the wealthiest and
strongest nation by enacting prohibitive tariffs, encouraging great
industrial development, supporting a strong military, and increasing
national pride. Newspapers charged their readers to “comprehend the
brilliant destiny before us.”*

Northerners were also becoming increasingly angry at Canada.
Some maintained that Canada had violated the spirit of the Reciproc-
ity Treaty by placing import duties on U.S.-manufactured goods while
exporting the raw materials that the treaty left duty-free. They argued
that the North lost millions of dollars of tax revenue because Cana-
dian competition meant that a host of domestic commodities had to
go untaxed. As Canada steadfastly maintained neutrality during the
war, Republicans resented the treaty obligations even more, especially
when it became clear that Canadian neutrality did not preclude giving
Confederates asylum.*

The North’s growing dislike of foreigners increased support for the
1862 tariff. Many Republicans agreed with Treasury Secretary Chase,
whose report at the end of 1861 suggested that since it was the “most
sacred duty” of Americans to concentrate on the reestablishment of
the Union, the country should curtail trade with nations that were
indifferent or unfriendly to that object. Constructing a bridge between
old free-trade ideas and protectionism, Chase remarked that free trade
was a “wise and noble” policy, but should only be the policy of
“concordant” nations. Without friendly nations with which to trade,
America should seek “a more absolute reliance, under God, upon
American labor, American skill, and American soil.” Trying to use
national products and capital whenever possible, Northerners justified
higher tariffs as a means to wean the nation from Europe. At the
same time, frequent calls for abrogation of the Canadian Reciprocity
Treaty made it a standard joke in House revenue debates to move that
a provision be amended so it would take effect only after the treaty
had ended.*

On July 1, the House passed the tariff bill without a division, and
Fessenden reported it with minor amendments to the Senate from the
Committee on Finance a week later. With the session getting old and
Washington getting hot, Fessenden readily piloted the bill through the
Senate. It passed with limited discussion and without a division on
July 8. A conference committee took only three days to iron out the
differences between the bills. Both the Senate and the House con-
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curred in the report with almost no discussion, and the bill became
law on July 14, 1862. “Congress has passed a tax law, and a tariff,”
wrote the editor of Harper’s Weekly. “The two are co-ordinate parts
of one integral system.”*

The revenue measures of 1862 did not solve the Union’s wartime
financial problems. On December 10, 1863, Chase greeted the three-
day-old Thirty-Eighth Congress with a report recommending in-
creased taxation to cushion the Treasury against higher than projected
expenditures and to help fund the staggering $1.5 billion national
debt. As in 1862, Republicans throughout the North rallied to the
Treasury and called for new taxes.’!

Recognizing that a general tax revision would take time to prepare,
the Committee on Ways and Means quickly proposed a new tax on
whiskey and cotton. More than a revenue measure, this bill (H.R.
122) was also a Republican attempt to win advantage in the 1864
campaign. Party members believed that the large Democratic gains in
the 1862 congressional elections had resulted in part from the Demo-
cratic candidates’ liberal distribution of liquor in city districts. By
raising the price of alcohol Republicans intended to hamper the drink-
ing Democrats in 1864. They also hoped to label their opponents evil
alcoholics who were endangering the war effort, a plan aided by the
fact that a “beastly” drunk Democratic senator, Willard Saulsbury,
had launched a tirade against Lincoln on the Senate floor in 1863,
calling the president a weak imbecile.’> Recognizing the Republican
plan, the Democrats counterattacked ferociously, and their rhetoric
helped to label the Republicans as aristocrats who plotted to ruin the
poor and the agricultural West in order to enrich Eastern manufac-
turers.

Stevens introduced the bill in mid-January 1864, and when it came
up for debate, Josiah Grinnell of Towa, whose roots were in temper-
ance-minded Vermont, advocated the complete cessation of whiskey
production. Abolition of “that dreadful poison” would improve mor-
als and would stop the diversion of grain from use as food. Crediting
recent reports that a drunken corps commander had hampered
Meade’s pursuit of Lee after Gettysburg, Grinnell feared that liquor
was “damaging . . . our soldiers . . . and . . . damning their souls.”
Many Republicans, especially those from the upper Northwest and
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from New England, where the temperance movement was strong,
shared Grinnell’s attitude. Since it was “injurious to the public health
and morals,” a Chicago newspaper editor wrote to a senator, liquor
“should be taxed severely.” One angry Democrat reacted to this
argument by complaining that the Republicans were teetotaling Puri-
tans seeking to “cure men’s morals by legal penalties.”*

On the attack, Democrats charged that the Republicans were hypo-
critical aristocrats whose patriotism did not extend to their pocket-
books. To pay for their war, Democrats accused, Republicans were
laying an unfair tax on the poor. Whiskey, the Democratic argument
assumed, was a poor man’s drink. Alcohol traditionally had been
considered a luxury, but the Democrats obscured that fact with their
rhetoric of oppression. New York’s John Chanler defended the “poor
distressed creature” stalked by the “gaunt wolf of hunger and dis-
tress” who was being taxed in a spirit of tyranny akin to England’s
tax-hungry, labor-crushing despots. He attacked Grinnell’s “aristo-
cratic” background and “high-born air,” jibing at the elegant way he
dressed. Republicans retorted that “gaunt want,” “poverty, igno-
rance, brutality, and general degradation” were born of intemperance,
and that the Democrats were plotting to destroy the Union by inciting
a class war.*

Democrats also exploited the sectional tensions already apparent
over tax policy, protesting that, together with the whiskey tax, the
proposed cotton tax would cripple the agricultural West. The bill
called for a 2 cent per pound tax on raw cotton brought from the
South, while it allowed a 2 cent per pound drawback on exported
manufactured cotton goods in addition to a refund of the 3 percent
manufacturing tax. Democrats identified the plan as “a heavy tax on
the great agricultural interest of the country, and a bounty to the
manufacturing interest.” The free-for-all continued for three days,
with Republicans accusing the Democrats of playing the sectional
theme to gain votes, favoring foreign producers and making “pesti-
lential assaults” on New England that echoed those of the traitors
now in rebellion.

In late January, the bill passed by a vote of 86 to 68. The majority
consisted of a core of Republicans, and a core of Democrats made up
the minority.” After three committees of conference were unable to
agree on the form of a final bill, the Republicans finally succeeded in
passing a hodgepodge bill that Lincoln signed on March 7, but they
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paid a heavy price for their success. The Democratic rhetoric was the
sharpest the Republicans had faced, and it had secured the party’s
image as a group of sectional, aristocratic tyrants.

While Congress hashed out this stopgap measure, the Committee
on Ways and Means was developing a new comprehensive tax bill.
The new measure took time, and it was not until mid-April 1864 that
Morrill reported the internal revenue bill (H.R. 405) he had promised.
The tardy introduction of the measure put Congress under a time
constraint, for it hoped to get a new law in place before May 1, when
income taxes would be assessed.

The 1864 bill generally built on the 1862 tax. It increased the tax
on manufactures to 5 percent, reduced the free list still further, and
increased the base level of the income tax to 5 percent. The committee
proposed reinstating the direct tax, in part to maintain control over
rebel land liberated by advancing Union armies. The law, Morrill said,
should raise $250 to $300 million. One newspaper recognized the bill
as “the longest . . . ever introduced into Congress.” The scope of this
tax bill indicated the growing power of the national tax system; the
bill added so many new objects of taxation that it embraced, as one
senator recalled, “nearly every source of revenue provided for by
American or English laws.”

When the House began considering the bill, the lines of debate were
much the same as on the 1862 tax bill, although the battle over the
whiskey and cotton tax and the proximity of the 1864 election height-
ened antagonism. In their highly successful 1862 campaign Democrats
had attacked Republican taxes, and they probably hoped to take
advantage of this new tax bill as well. Preparing for the hustings, New
York Democrats Fernando Wood and James Brooks instantly objected
to the bill and held forth at length about the Republicans’ misman-
agement of the war.”

Significantly, debate on the actual bill raised no discussion of the
propriety of the newly established national system of tax collection.
Instead, the House reviewed the suggestions of the first director of the
Internal Revenue Bureau for the Bureau’s better operation. There had
been surprisingly few complaints about the new system, for director
George S. Boutwell and his staff had tried not to crowd taxpayers as
they enforced the 1862 law.”® Boutwell was now sitting in the Massa-
chusetts delegation to Congress, strengthening the Bureau. By 1864,
a national tax collection network had become an accepted part of the
Republican tax system.
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Congress broke little new ground in the first days of the tax discus-
sion; then, in late April, Republican Augustus Frank, a railroad direc-
tor from upstate New York, broached the most compelling issue of
the 1864 tax debates. Frank proposed that Congress rework the
income tax, graduating it in such a way that it would bear much more
heavily on the wealthy. He suggested a 5 percent tax on income over
$600, 7.5 percent on the excess over $10,000, and 10 percent on the
excess over $25,000. As long as high taxes were necessary, Frank said,
“I think it is just, right, and proper that those having a large amount
of income shall pay a larger amount of tax.”*

On its face, Frank’s proposal was unremarkable. Although Con-
gress had not discussed the principle of a tiered tax, it had in fact
already graduated the 1862 tax law out of a practical need to raise
revenue. The principle of a graduated tax had also been considered
since Congress had first discussed an income tax. Republicans be-
lieved that “a tax properly levied, upon incomes . . . is an equitable
and just tax,” and many believed that to levy an income tax properly,
one had to adjust it proportionately to different levels of income. A
uniform, or even a slightly graduated, income tax made poorer people
pay proportionately more than the wealthy. Among others, the editor
of the Boston Daily Evening Transcript suggested “a stringent income
tax, which really made people contribute to the public needs accord-
ing to their income.”®

Although the proposal to graduate the income tax seemed like a
logical step to promote the proper division of tax burdens, key House
Republicans attacked it. Newspaper correspondents were mumbling
against the wealthy, claiming that rich businessmen were using the
manufacturing tax as an excuse to raise prices far higher than neces-
sary, then pocketing huge profits. Stevens and Morrill correctly inter-
preted Frank’s plan as a deliberate assault on the very rich in response
to these complaints. By setting his two upper tax tiers at $10,000
and $25,000 and making the rates for those income brackets sig-
nificantly higher than that of the lowest bracket, Frank was clearly
targeting a handful of the very richest Americans to bear dispropor-
tionate amounts of the tax. Reflecting a key Republican principle that
new conditions of extreme wealth challenged, Stevens told the House
that he objected strenuously to Frank’s amendment because it distin-
guished between citizens according to their wealth, punishing a few
for being very rich. Stevens firmly asserted that the use of taxation
against such a narrow class of people was “vicious” and “unjust.”®'
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Despite Stevens’s protests, so many House members agreed to
Frank’s amendment that no roll-call vote was taken. Expressing the
vehemence of people from the agricultural region but voicing a general
Republican dislike of the extremely wealthy, Towa’s Grinnell and
Ohio’s Rufus P. Spalding summarized the Republican justification for
Frank’s graduated tax: “Go to the Astors and the Stewarts and other
rich men of the country and ask them if in the midst of a war [this
measure] is unreasonable.” The principle, they said, was the same as
a luxury tax, placing burdens on those most able to afford them.

Morrill made a last stand against Frank’s tax proposal in his final
speech for the bill. He objected to its “inequality” and said it was “no
less than a confiscation of property, because one man happens to have
a little more money than another.” Echoing Wayland, Morrill worried
that this sort of graduated tax would send the rich into exile. “On all
other subjects we tax every man alike,” Morrill reminded the House.
There was a philosophy behind that system, he declared: “The very
theory of our institutions is entire equality; that we make no distinc-
tion between the rich man and the poor man. The man of moderate
means is just as good as the man with more means, but our theory of
government does not admit that he is better.” Although grounded
in basic Republican ideas about political economy, Morrill’s speech
failed to persuade the House to drop the graduated tax, for House
members reflected their constituents’ increasing resentment of those
who were becoming rich during wartime, often through questionable
practices like speculation.

The House turned next to the direct tax. The Committee on Ways
and Means revealed that the previous Congress had not laid direct
taxation completely to rest; the committee proposed reinstating the
tax, both to raise revenue and to enable the government to impose
liens on rebel land. The House still opposed a direct tax, however,
and Stevens’s proposal to jettison it was popular, especially since
increased income tax revenue was expected to replace direct tax
receipts. Surprisingly, it was a Democrat, William Holman of Indiana,
who opposed killing the tax, probably because he saw it as a more
traditional, constitutional method of taxation than the Republican
innovations. He moved simply to suspend the tax for another two
years, and the House agreed.

The House passed the bill without a direct tax and with the sharply
graduated income tax on the evening of April 28, 1864. The vote was
102 to 33, with the minority solidly Democratic.
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When the Senate took up the bill in late May, its significant policy
discussions concerned the same issues as the House debates had: the
income tax and the direct tax. The Finance Committee recommended
cutting out the top tax bracket of the income tax. Noting that the
committee had discussed this point at length, Fessenden confessed that
he had not made up his own mind on the subject, and he framed his
ideas about it in a way that asserted the original Republican idea of
equality while acknowledging the reasonableness of the popular desire
to place higher tax burdens on the wealthy. Fessenden explained that
the income tax itself was at best discriminatory, but in an extreme
emergency was justified to raise revenue, and he recalled that he
himself had advocated the two-level tax structure of 1862. Still, the
impulse to place burdens on only the very wealthy should be checked
unless absolutely necessary. “Men should be incited in every possible
way to accumulate,” Fessenden reasoned, “because as much as they
accumulate by their industry they add to the national wealth.” Exces-
sive taxation of income would make people less willing to labor, they
would accumulate less, and the nation would suffer. Echoing his
friend Morrill, he concluded that the nation’s prosperity depended on
the government’s even-handed treatment of individuals. Such treat-
ment would leave the path to wealth open to everyone.s

Following Fessenden, the Senate indicated its willingness to tax
heavily for revenue, but not to discriminate among economic classes
more than was absolutely necessary for revenue. The vote to strike
the top tax bracket was 22 for and 15 against. Although the yea votes
were spread throughout the whole North, the minority, which in-
cluded 11 Republicans, was heavily weighted toward the agricultural
West and probably reflected the anger of those regions toward “the
Astors and the Stewarts and other rich men” of the East.

The Senate adjusted its decision about the income tax after Grimes
of Iowa successfully attacked the direct tax. The Finance Committee
had recommended reinstating the direct tax, claiming that it was
imperative to enable the government to tax Confederate property, but
once again senators from agricultural states objected. These states did
not vote cohesively on most issues, but on the direct tax they were
almost unanimous. An amendment to drop the tax passed by a vote
of 21 to 16. In the majority were sixteen Republicans, four Demo-
crats, and one Old-Line Whig. With the exception of Henry Wilson
of Massachusetts and John Carlile of Virginia, all of the Republicans
in favor of the amendment came from Western states: Missouri,
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Michigan, Wisconsin, lowa, Indiana, Kansas, Minnesota, Illinois, and
Ohio. In the negative were fourteen Republicans and two Democrats.
Ten of the Republican nay votes came from New England and New
York. Conspicuously absent from the vote were the two senators from
Vermont, whose agricultural status would probably have led them to
break the New England ranks and vote yea.*

The removal of the direct tax suggested a need for further income
tax adjustments. Although they accepted the idea of graduation, Sen-
ate Republicans rejected the specific targeting of the very rich and
redefined the tax brackets. Wilson of Massachusetts suggested a §
percent tax on all incomes from $600 to $2,000, and a 7.5 percent
tax on all incomes over $2,000. The House plan would tax all incomes
under $10,000 at 5 percent; Wilson argued that his plan would
produce more revenue by increasing the tax rate for moderate in-
comes. Wilson’s proposal also promised to forestall charges of dis-
crimination against a few rich men by placing a great many in the
highest tax bracket. After raising the upper level to $5,000, the Senate
adopted this plan to raise additional revenue by a vote of 18 to 11.
There was little geographic or party coherence to the vote.*

Westerner Grimes then proposed reversing the Senate’s previous
decision to strike the House’s tax of 10 percent on excess income over
$25,000. Fessenden suggested that Grimes set the upper tax bracket
at $10,000 instead, probably thinking of Wilson’s suggestion about
preventing charges of discrimination. A Western Democrat suggested
$15,000, and Grimes agreed. His proposal passed, again probably
because of the need for more revenue to replace direct tax receipts.

The bill, without a direct tax and with a graduated tax of substan-
tially lower income brackets than the House bill had created, passed
the Senate very late in the night of June 6, 1864, by a vote of 22 to
3. The minority was solidly Democratic.

Nine days later, the House took up the 636 Senate amendments,
almost all of which were minor or technical. After concurring in
approximately four hundred of the amendments, the House called for
a committee of conference to discuss the rest. Significantly, both
Morrill and Fessenden sat on the six-person conference committee.

In the last week of June, Fessenden delivered the conference com-
mittee’s report to the Senate. The report reflected the desire of Morrill
and Fessenden to prevent tax discrimination against the rich. It gradu-
ated the income tax to prevent overburdening lower incomes and to
tax all people somewhat proportionately to their incomes, setting
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taxes at 5 percent for incomes from $600 to $5,000, 7.5 percent for
incomes from $5,000 to $10,000, and 10 percent for incomes over
$10,000. Significantly, the report omitted tax brackets for extremely
high income levels, which would embrace only a few wealthy people.

Both the Senate and the House quickly concurred in the report, and
Lincoln signed the bill on June 30, 1864.

Republican tax laws continued to go hand in hand with tariff
propositions. In late April 1864, before a general revision of the tariff
was ready to be presented, Stevens introduced a joint resolution (H.R.
67) temporarily imposing higher import duties on tobacco, liquor,
iron, and wool, which were to last from the passage of the bill until
July 1, 1864.55

This resolution, introduced less than two months after the bitter
fight over the liquor and cotton tax, resulted in a sectional brawl.
Border Democrats initially blocked the resolution, and amid cries of
“Order!” Morrill snarled that it was a necessary war measure. Ohio
Democrat S. S. Cox exploded. “New England manufacturers are get-
ting richer every day,” he said, “richer and richer and richer . . . They
are . . . becoming the owners of this country . . . They are getting
all the protection of the Government . . . I claim for the farmers of
the West, in absolute self-defense, some little regard.” Unprotected
and exploited farmers, he concluded, supported parasitical New Eng-
landers.

A substitute to the original bill, introduced by Stevens, created an
across-the-board tariff increase of 50 percent for sixty days. It passed
without a division.

In the Senate, too, Democratic members from agricultural states
decried the bill as a “crushing” blow delivered by New Englanders.
The Senate listened politely, then passed the resolution by a vote of
30 to 8. Fessenden, who believed the tariff would reduce revenue by
squeezing out imports, joined seven Democrats in the minority. Lin-
coln signed the bill on April 29. At the end of June, the temporary
tariff was extended by joint resolution to July 1, 1865.%

It was not until late May 1864 that Morrill reported the long-
awaited tariff bill (H.R. 494) from the Committee of Ways and
Means, which he now chaired. The proposed tariff raised rates to an
average of around 47 percent. Like the 1862 tariff, the proposed tariff
generally increased duties on the categories of items enumerated in
Morrill’s 1861 tariff. Morrill once again advanced this as a war
necessity, claiming that it would bring increased customs revenue.*’
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For the first time Morrill admitted that the proposed tariff protected
industry, although he stressed that the proposed duties were not
“extravagant or prohibitory.” The measure increased tariffs on agri-
cultural products, but despite Morrill’s pointed attention to its pro-
tection of wool, the initial Republican emphasis on agricultural pro-
tection had weakened markedly with the lack of agricultural imports
and the increasing dependence on the manufacturing tax. The new
tariff act would counterbalance the new tax, Morrill said, protecting
newly taxed domestic manufactures from cheaper imports. Further, it
would “shelter and nurse” domestic industry to bear the heavy taxes,
eventually enabling industry alone to bear the weight of the govern-
ment’s support. It was necessary, Morrill said, “that the country may
not languish, and that we may largely and properly stimulate the
productive energies of the nation to create that wealth of which we
daily use and destroy so much.” Morrill also reiterated the traditional
argument that protection would ultimately reduce the price of con-
sumer goods and help to “stimulate the productive energies of the
nation to create . . . wealth.”

The Republican press approved the new tariff, claiming that a
prohibitory tariff would be “the greatest of all blessings” because it
would reduce imports and stop the flow of gold from the Union.
Stopping the loss of gold would reduce its price, which in July 1864—
the month Congress passed the gold bill—was above 200. Lower gold
prices would reduce inflation, keeping consumer costs down. As a war
necessity, the bill gained support even from those who otherwise
might have balked at this “unusual and extraordinary” measure.5

Despite vicious Democratic attacks on the pro-tariff “vampires of
the East,” the House passed the bill in early June by a vote of 82 to
26. A solidly Democratic minority consisted of twenty-two votes from
Ohio, Indiana, Illinois, and Wisconsin. Nineteen members from those
states did not vote, and only eleven favorable votes came from there.
The agricultural states still did not like tariffs.

In the Senate, the Committee on Finance reported the bill, with
technical amendments, in mid-June. Making the most important point
of the rambling debate on the measure, Fessenden drew applause and
support for the bill by insisting that the committee had made no
concessions to England when preparing the tariff. In both the House
and the Senate, increasing antagonism toward Europe again fired
enthusiasm for a high tariff. Although Congress and the press con-
demned Napoleon III’s support of the puppet dictator Maximillian in
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Mexico, England bore the brunt of American hatred. By the summer
of 1864, it seemed clear that Britain was trying to undermine the
Union. Newspapers reviewed the depredations of the British-made
Confederate warship Alabama from October 1863 onward as a prel-
ude to demands for reparations. In January 1864, Minnesota’s gov-
ernor accused Britain of giving sanctuary in Canada to the most
atrocious Native American criminals, thus preventing complete Na-
tive American pacification. The Chicago Tribune further reported that
the British had supplied Native Americans with supplies, transporta-
tion, and 300 pounds of powder with enough shot to use it. Repub-
licans also believed that England was supporting the Democrats in
the 1864 election, and newspapers equated English aristocracy and
Southern “chivalry” when describing the barbarism of Confederate
soldiers who murdered Union wounded. Senator Zachariah Chandler
of Michigan was only one of many who wished for a “wall of fire”
between America and England.®

Angry at England and determined to raise revenue for the desperate
Treasury, which was about to hit its wartime low, Republican senators
from all over the North rallied to the tariff bill. They passed the
measure by a party vote of 22 to 5. Western senators Harlan and
Grimes from Iowa, Lane from Indiana, Trumbull from Illinois, Brown
from Missouri, Doolittle from Wisconsin, and Ramsey from Minne-
sota all voted aye. Although both senators from Ohio were absent,
they were such staunch Republicans they undoubtedly would have
backed the bill.

After a conference committee adjusted the disagreements between
the House and Senate versions of the bill, both houses quickly con-
curred in the committee’s report. Lincoln signed the bill on June 30,
the same day that he signed the tax bill. Taxes and tariffs were the
domestic and foreign sides of the same policy, and by signing both
bills together, Lincoln put the entire 1864 system into place at once.

The Republicans subsequently completed their construction of
trade barriers by abrogating the Canadian Reciprocity Treaty. Not
widely popular anyway, the treaty fell before Northern anger at Can-
ada’s role in the war. Already hostile toward England, Americans
became infuriated by blockade-running bases at Halifax and St. John
and by Canadian asylum for Confederates, who kept the border
agitated with threats of attacks on Lake Erie settlements. On April 1,
1864, the House Committee on Commerce recommended that the
treaty be terminated as soon as legally possible.”
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Republican determination to dump the treaty hardened in the next
six months. In September 1864, an incursion of Confederates from
Canada into the Great Lakes region led Secretary of War Stanton and
Secretary of the Navy Welles to ready men to move there. A month
later, a Canadian judge released a group that had raided the banks of
St. Albans, Vermont, and Americans demanded an end to the Reci-
procity Treaty as a reprisal. Citing the need to protect “the Canadian
and provincial frontier from murder, arson, and burglary, under the
pretense of rebel invasion,” Congress voted to abrogate the treaty in
January 1865.™

By 1865, the Republicans had developed a series of high tariffs and
taxes that reflected the economic theories of Carey and Wayland and
were designed to strengthen and benefit all parts of the American
economy, raising the standard of living for everyone. As one Repub-
lican concluded during the war: “Congress must shape its legislation
as to incidentally aid all branches of productive industry, render the
people prosperous, and enable them to pay taxes imposed for the
ordinary expenses of the Government and interest on the extraordi-
nary war debt incurred from day to day in support of the Army and
Navy.””

Although the Republicans had designed the income and manufac-
turing taxes in response to the demands of farmers and over the
protests of manufacturers, the Republican revenue system fundamen-
tally reshaped and bolstered Northern industry. In 1861, the nation’s
lowest tariff ever encouraged increasing dependence on imports while
domestic industry suffered after the Panic of 1857. The government
itself had an interest in encouraging imports because tariff duties were
the Treasury’s major source of revenue. The Republicans changed
this system drastically. Their development of manufacturing taxes,
adopted to raise revenue without crushing farmers under direct taxes,
necessitated protection and encouragement of industry in order to
bear the tax burden. By 18635, a national tax system of manufacturing
taxes had committed the nation to a trade wall of high tariffs and the
government to fostering industry.

The Republicans’ ultimate, if rather backhanded, strengthening of
industry gave later generations a new perspective on the bitter war-
time revenue debates and obscured the fact that the revenue system
was intended to avoid overburdening farmers. After the war, those
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horrified by the domineering corporations of the late nineteenth cen-
tury paid close attention to the angry Democratic characterization of
Northern Republicans as rich manufacturers legislating against poor
laborers and farmers. This image, developed in sectional and political
debates, took on an exaggerated importance in the postwar years.

After the war, party members followed their wartime revenue deci-
sions to their expected ends. With the reduced need for money, Con-
gress removed manufacturing taxes almost completely by 1868. The
income tax was slated to expire in 1870; lobbying extended a weak
version of it until 1872. At the same time, Congress returned to a
reliance on tariffs to produce revenue generally and specifically to
bring specie into the country to fund the debt with its gold interest
payments. Congress increased tariffs in 1867, and then, after a reduc-
tion in 1872, increased them again in 1875 in the wake of the Panic
of 1873. The death of the income tax by statutory limitation in 1872,
during a very favorable period in the government’s financial situation,
fulfilled Republicans’ initial intent for the law, but drew accusations
that the wealthy had deliberately sabotaged a popular measure. Simi-
larly, the enactment of higher tariffs after the war, inspired initially
by a desire for specie, then by the protectionist impulse of manufac-
turers across the entire North, sparked theories of wartime schemes
to develop industry at the expense of agriculture.”

Far from catering to a specific economic interest when they devel-
oped their revenue legislation, the Republicans tried to bolster a new
national system, and most congressional Republicans were pleased
with their wartime tax and tariff legislation. As economist Carey
claimed, they believed that wartime protection was responsible for “a
prosperity, such as, until recently, had never before been known.”
Tariffs had emancipated the North from the tyranny of “wealthy
British capitalists” by developing the nation’s resources and industry.
Everyone, Carey maintained, had profited from this: laborers, who
had higher wages and full employment; farmers, who were freed from
uncertain European markets; investors, whose stock doubled in value
as internal commerce grew; and manufacturers, whose inventories
vanished as consumer demand increased. Protection, wrote Carey, had
magnificently increased the wealth of the country.”

As they bolstered the national economy and established a system
of taxes and tariffs, the Republicans turned the government’s obliga-
tion to raise revenue into an opportunity to use the government to
develop the economy. At the same time, the imposition of national
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taxes could not avoid tying individuals directly to the Union govern-
ment as well as to their states. An unhappy Democratic senator noted
that the government used to be a means for the people to achieve
liberty and prosperity, but now, he reflected, “the Government is
everything; it has become the end; and the people, and all their
property, labor, efforts, and gains, at least in the West and in the
Northwest, are merely the means by which the Government is to
continue . . . and its powers progressively augmented.””s
Northerners became increasingly aware of their financial power
during the war, and Republican tariff and tax legislation focused the
North’s attention on itself as a nation as it drew away from Europe.
Anger at foreign governments translated into higher tariffs and a
strong American nationalism. After the war, Carey exclaimed that the
country needed to continue to be “Americanized.” When that hap-
pened, the nation could contend successfully “for the control of the
commerce of [all countries].” It would thus, he said, be able to
overshadow England and claim the top position in the world.”



O “A Large Crop s More
Than a Great Victory s
Agricultural Legislation

Agriculture feeds us; to a great extent it clothes us; without it we
could not have manufactures, and should not have commerce.
These all stand together, like pillars in a cluster, the largest in the
centre, and that largest is Agriculture.

—Indianapolis Daily Journal, 1864

If the solvency of the government, and thus the success of the Union,
increasingly depended on individual Americans, Republicans believed
that they must use all the means at their disposal to increase the
prosperity of those individuals. Wealth would not only enable people
to buy bonds and pay taxes, but also would cement their loyalty to
the Union even as their own productive efforts made it the world’s
greatest nation. With their agricultural legislation, the Republicans
fostered what they believed to be the key sector in economic expan-
sion and in society and, in so doing, involved the national government
actively and innovatively in the economy. Although party members
justified the Homestead Act, the law creating a Department of Agri-
culture, the Land Grant College Act, and the 1864 Immigration Act
as measures designed to help the Union war effort by increasing
national production and thus expanding the tax base, there was no
doubt that with their agricultural legislation Republicans were con-
sciously expanding the national government’s economic role.

The Republicans’ attention to agriculture grew from a long national
heritage of farming. Harking back to Thomas Jefferson’s praise of the
yeoman farmer, antebellum Americans attached symbolic and senti-
mental meaning to agriculture. Believing that farming was man’s
primary calling, members of all parties eulogized it as the occupation
most likely to bring out the best in an individual. Cultivating the land
developed man, wrote one farmer, for it kept him in constant contact
with his Maker.! Seeing nature as the root of all knowledge and
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beauty, a young Republican from Ohio reflected that the farmer
learned “much of the elemental laws of being” and that he was “very
near to the secrets of God.” Farming allowed “investigations of the
great truths which underlie and surround it,” reflected Republican
Justin Smith Morrill. Americans should promote agriculture, he con-
cluded, in order to “improve man himself.”>

Agriculture also seemed to be the root of American political
security, for only a person who was self-supporting could remain
politically independent and thus help preserve a pure republican gov-
ernment. In 1859, Republican Owen Lovejoy delivered to his county’s
agricultural society an epic poem in which he asserted that the
farmer’s vote was most valuable because he “knows no dependence,
save upon his God / Bows to no sceptre—cowers at no one’s nod.”’
“That man only is independent who feels able to support himself and
family by the plow whenever other avocations are closed,” Morrill
agreed. For Republicans, the battle to keep the South’s peculiar insti-
tution out of the territories had proven the political power of the small
farmer. Senator Samuel C. Pomeroy emotionally recalled his time
spent in Bleeding Kansas and told his colleagues with conviction that
what had ultimately defeated slavery there, and what would defeat it
everywhere, was the independent Northern small farmer.*

The Republicans who shaped wartime agricultural policy inherited
not only these general attitudes about agriculture, but also a long
national history of agitation for homestead legislation. Land policies
set by the ordinances of 1785 and 1787 meant that the government
usually sold public land in large parcels to speculators; individual set-
tlers had to buy land from them at much higher prices. In the 1820s,
many Americans began to resent the men who bought large tracts of
land at rock-bottom prices, held them until the spread of settlement
brought buyers into the area, and then sold them for huge profits.
Western interests began to agitate for the free distribution of lands
directly to settlers. They protested the possession of large wilderness
areas by “land sharks” who made no effort to improve the land.

By the 1840s, Eastern land reformers, writing for the New York
Daily Tribune and other papers, made their main theme the unem-
ployment, poverty, and misery they saw in the burgeoning cities. The
rich were enslaving the poor, they claimed, and only a policy of free
land could pull the destitute out of their hovels and into the domain
of free citizens. The preemption legislation of 1841, allowing those
who had settled their land before the government offered it for sale
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to purchase it at a minimum price, failed to satisfy reformers, and by
1848 the sentiment for homestead legislation was strong enough to
find its way into the platform of the new Free Soil party. In the 1850s,
almost every Congress debated homestead legislation. Proponents of
such measures maintained that it was “the duty of Congress to help
the cities to disgorge their cellars and their garrets of a starving,
haggard, and useless population.”’

Democratic opponents of homestead legislation marshaled three
strong arguments. First, they maintained that Congress had no con-
stitutional power to give away public lands. It could sell them, or
grant them in return for some consideration, but to give them away
simply squandered the nation’s birthright. Second, Democrats argued
that Congress had no constitutional authority to meddle in the econ-
omy, and homestead plans were clearly intended to promote a specific
kind of economic growth. The third argument against giving public
lands to settlers was financial. Sales of public land raised revenue, and
Democrats opposed alienating a source of funds. In the period be-
tween 1839 and 1860, land sales made up the 8 percent of the national
income that customs duties did not cover.*

Over the years, strict constructionists of the Constitution, generally
Southern Democrats who hoped to slow the spread of free labor,
thwarted homestead legislation. Three times before 1859 the House
passed homestead bills, only to have them rejected by the Senate,
which was dominated by Southern Democrats. In 1859, another
Homestead Act passed both the House and Senate, but President
Buchanan, a Democrat, vetoed it.

During the 1850s, those who would become Republicans began to
develop a new rationale for the distribution of public lands, down-
playing the argument that it constituted charity for the destitute.
Coming of age after the completion of the Erie Canal in 1825 made
travel to the West practical, many Republicans had themselves moved
West. Galusha A. Grow, the prime advocate of homestead legisla-
tion since the 1840s, was typical. He came from a farming family that
had moved from Connecticut to Pennsylvania after his father’s death
threatened the family’s financial security. Republicans like Grow were
reluctant to brand emigrants as beggars. In their 1860 platform, the
Republicans protested “any view of the free homestead policy which
regards the settlers as paupers or suppliants for public bounty.””

Republicans instead attacked land monopoly, which, they said, was
created by land sales to speculators, and which threatened to destroy
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the existence of a society built on individual labor. Over half of
Minnesota’s lands and around twenty million acres in Illinois and
Towa were held by speculators. Republicans believed that speculators
blocked settlement, as well as squeezed capital from settlers. One
newspaper editor estimated in 1860 that speculators had already
cost settlers between $500 million and $600 million in higher prices,
interest, losses from foreclosures, and sheriffs’ fees. Republicans
warned against permitting the nation’s lands and property to come
under the control of a relatively small number of people.?

Looking to Europe, Republicans believed that land monopoly cre-
ated oppression and would destroy the North’s free labor economy.
The history of land monopoly in Europe “has been written in tears
and sighs,” Pomeroy explained. Land monopoly wrung the products
of labor out of the poor who lived on the land, and reduced them in
wealth and spirit. “It has entered like an iron into the soul of the
laborer,” the Kansas senator continued, “deadened his hopes and
extinguished his aspirations to rise in the scale of society.” Western
newspapers made it clear that political parties would ignore at their
peril the tremendous popularity of a homestead bill in the Northwest,
and the 1860 Republican platform protested the sale of public lands
to any but actual settlers.’

By 1861, Republicans had matured a rationale for homestead leg-
islation based on the belief that the economic structure of society
rested on agriculture. Wayland and Carey both considered the farmer
the first and most vital factor in civilization. Until men produced
surplus food, they taught, there was no time or material for alternative
production or trade. Once a farmer’s labor produced more food than
he and his family could use, however, the extra food could support
those in other sectors of the economy. These workers, in their turn,
would produce more value than they needed to live, and their surplus
labor, taking the form of capital, would employ more laborers. Thus,
the more developed the nation’s agricultural sector became, the more
the economy would grow. As the amount of land under cultivation
expanded, the nation would became wealthier and the condition of
all people would improve. Man’s mission on earth, Carey wrote, was
to increase agricultural production.'

Republicans, many of whom drew on their own farming heritage,
embraced this idea. Agricultural interests were “the true sources of
our national prosperity,” commented a reporter for the Philadelphia
Inquirer. “Our commercial and manufacturing wealth springs from
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the Western prairies and the fertile acres of our Eastern States.” A
Westerner agreed: “The reflecting mind will at once admit that the
primary interest of this country is founded on its agricultural devel-
opments,” read a letter to the editor of the Indianapolis Daily Journal,
“and that interest is not only primary, but absolutely essential to
the prosperity and progress of all the other interests of the country.”
In Congress, Vermont’s Morrill, a student of Carey, explained that
“manufactures take no step until agriculture produces a surplus be-
yond what is required for its own consumption, and from this surplus
arises raw material and cheap bread, which make the arts and manu-
factures flourish. From these results commerce. Trade derives all its
support from the basis furnished by agriculture and manufactures.”
According to the Republican-dominated House Committee on Agri-
culture, “It is conceded on all hands that the farming interest is the
basis of all other interests, and the primary source of national pros-
perity.” !

Believing that agriculture supported the American economy, Repub-
licans argued that the distribution of public lands would prove
profitable for the nation. A homestead act would harness individual
labor into the agricultural sector of the economy, thus increasing the
North’s economic base. Each level of the economy would then grow,
helping the whole nation to prosper. Republicans countered constitu-
tional objections to government involvement in the economy by ar-
guing that Congress’s role included economic development if it was
demanded by the people. “What is beneficial to the people cannot be
detrimental to the Government; for in this country the interests of
both are identical,” insisted Owen Lovejoy. “With us the Government
is simply an agency through which the people act for their own
benefit,” he concluded.”

The war gave the Republicans solid justification for homestead and
other agricultural legislation. In April 1861, a Philadelphia newspaper
columnist noted that the North’s agricultural surpluses meant that the
war could not have come at a more opportune time. “It comes at a
moment of extraordinary strength,” he wrote, “when an unusual
deficiency of grain abroad, and a great superfluity of it here, enables
us to make large exports of Northern produce” in exchange for specie.
Throughout the war, agricultural exports attracted European gold to
fund the Union war effort. “Immense individual, corporate and na-
tional interests . . . are dependent upon [our] crops,” commented the
Philadelphia Inquirer, and a young man unable to enlist in the army
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reflected: “If I cannot help our cause as a soldier I certainly can as a
farmer.” Republicans believed that both the present and future pros-
perity of the Union depended on agriculture.’?

At the same time that agricultural exports filled the Treasury with
gold from Europe, public lands ceased to contribute to government
finances. Once the war broke out, land sales slowed drastically. At the
same time, in their desperate search for revenue, Republicans gradu-
ally developed a comprehensive system of tariffs and internal taxa-
tion, which, along with the sale of bonds, increasingly assumed the
weight of government fund-raising. Party members began to feel that
permitting the development of public lands to support taxpayers
would be much better for the Treasury than hoarding currently un-
salable public lands for later profits, and the momentum built behind
homestead legislation.

On December 4, 1861, two days after the second session of the
Thirty-Seventh Congress began, Owen Lovejoy of Illinois introduced
a homestead bill. The “Farmer Congressman,” as his constituents
called him, knew well the benefits of Western land. Born and reared
in Maine, Lovejoy had moved to Illinois in the mid-1830s. His 1843
marriage to a farmer’s widow turned his hand from the pulpit and
the newspaper press for which he was trained, and by 1858 he had a
large, prosperous farm. Once in Congress, he agitated incessantly for
abolition and periodically complained that the government neglected
agriculture. He had supported unsuccessful homestead legislation in
the past. Now, though, a homestead bill stood a good chance of
passing, for Southern Democrats were absent from Congress and
Grow, also a Western emigrant whose family had recovered from
poverty on new land, was Speaker of the House.'*

Lovejoy introduced his bill quickly and improperly, claiming inac-
curately that he had been asked to do so by the Committee on
Agriculture, which he chaired. He probably acted at Grow’s urging,
to forestall the bill that the Committee on Public Lands had been
developing. Lovejoy and Grow feared that that committee would
attach to a homestead bill a cash bounty for servicemen in lieu of
bounty land grants. Such a provision would reassure constituents at
home and on the battlefields that the Republicans had not forgotten
the boys in blue, but it was bound to cause trouble for the financially
strapped wartime government and would endanger the bill’s passage.
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Lovejoy’s attempt to avoid a bounty provision failed; indignant mem-
bers of the Committee on Public Lands managed to get his bill referred
to them.'

A week after Lovejoy had introduced his measure, another Eastern
emigrant to the West, John Fox Potter of Wisconsin, reported from
the Committee on Public Lands the homestead bill it had prepared.
The bill (H.R. 125) was similar to those that had passed the House
previously; it offered citizens (or immigrants who had announced
their intention of becoming citizens) 160 acres of unappropriated land
worth $1.25 an acre or less, or 80 acres worth $2.50 an acre. After
living on the land for five years and paying a $10 fee, the occupant
would receive title from the federal government. Land so acquired
could not be attached for any debts incurred before the issuing of the
patent for the land. As Lovejoy feared, the bill also included a bounty
provision for soldiers.'

Although homestead measures had been debated for years and had
been popularly demanded, the bill’s introduction to Congress at-
tracted virtually no public comment. Newspapers concentrated in-
stead on the imminent threat of war with England over the Trent
affair, and one editor later noted sheepishly that nothing but war
could have diverted attention so completely from such an important
measure. In Congress there was almost no Republican opposition to
the bill, but many party members deemed it less important than other
vital legislation. A week after Potter introduced the measure, the
House voted 88 to 50 to postpone its consideration in favor of more
pressing business.!”

A combination of Eastern and border state representatives passed
the postponement over the votes of those from Western states, whose
citizens had always vigorously supported homestead legislation. Votes
against postponement came from Minnesota, Ohio, Illinois, Indiana,
Wisconsin, Iowa, Kansas, and western Pennsylvania. Seven votes
came from the region of New York that bordered Lake Ontario.
Reflecting the regional economic differences revealed in the postpone-
ment vote, these states had boasted 663 agricultural societies when
the war began in comparison to the mere 66 in all of New England,
Maryland, New Jersey, and Missouri. Suddenly vocal after the paper’s
preoccupation with other matters, a correspondent for the Chicago
Tribune bitterly predicted that postponement would kill the bill.'®

At the New York Daily Tribune, Horace Greeley was not so ready
to consider the bill dead. In the columns of his newspaper, he pres-
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sured Congress to pass the measure. A very powerful, if difficult, man,
the gnomish Greeley had been reared on a farm and had worked hard
for a homestead measure since at least 1848. Legend attributed to him
the famous line “Go West, young man,” which he reputedly delivered
to a Vermont boy, Josiah Bushnell Grinnell, who later represented
Iowa in the Thirty-Eighth Congress.”” “The beneficence and sound
policy of letting everyone who will take a patch of wild, vacant public
land, and convert it into a homestead and productive farm, have been
argued, demonstrated, established, until they have now no open op-
ponent in the Free States,” Greeley confidently declared.

Greeley’s editorials reiterated the Republican theory that homestead
legislation would be a catalyst for national wealth and tied to this
theory the government’s need to expand the tax base. The wartime
necessity to raise money wherever possible should not allow pressure
for land revenues to undermine the homestead policy, he wrote, for
the expansion of settlement would itself create wealth through the
labor it harnessed. Newly flush settlers would buy dutied imports
and taxed goods, thus generating more revenue for the government.
“Every smoke rising from a new opening in the wilderness marks the
foundation of a new feeder to Commerce and the Revenue,” he wrote.
Further, such a “true policy . . . would prevent the absorption of
capital in the always injurious and generally unprofitable monopoly
of wild lands.”?

Postponement did not, in fact, kill the bill. In mid-February 1862,
advocates of a homestead bill successfully defeated a Senate amend-
ment to the Legal Tender Act pledging the proceeds of land sales for
the repayment of bonds. Republicans William Windom of Minnesota
(a transplant from Ohio) and Lovejoy of Illinois led the opposition,
reasoning that if the public lands secured bonds and thus the currency,
the homestead bill would be defeated. Morrill backed them, saying
that it would be a nuisance for the Treasury to keep track of the
picayune sums land sales were producing. Indicating support for a
homestead measure, the House rejected the Senate amendment pledg-
ing the proceeds of land sales to relieve the public debt. In an impor-
tant shift, Congress thus declared it no longer considered public lands
primary sources of public revenue.?!

The House resumed its discussion of the homestead bill in mid-Feb-
ruary 1862, when Grow took the unusual step of calling a colleague
to the Speaker’s chair and descending to the floor of Congress to speak
in favor of the measure. He cut to the heart of opposition to the
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measure by attacking the constitutional argument against the bill. A
large majority of the loyal public clamored for a homestead act, he
said, and since “the unmistakable approval of the popular will [was]
the indispensable requisite for all legislation in a free elective govern-
ment,” he could see no reason that the bill should not pass.

Grow echoed Greeley, explaining that taxes and tariffs, not public
lands, now secured the public credit. Far from hurting the Treasury
by alienating a source of revenue, he said, the measure would increase
the wealth of the country and enable people to pay the taxes that
Congress was imposing. If they had land on which to apply their labor,
men would not only feed themselves but also produce agricultural
surpluses. The extra cash they received for their produce would enable
them to consume more products. Manufactures would increase and
revenue from manufacturing taxes would rise. Grow told his col-
leagues that a homestead law would enable free men to “contribute
to the greatness and glory of the Republic” as their labor built Ameri-
can prosperity. They would “develop the elements of a higher and
better civilization.”

The Speaker’s dramatic descent from his chair and impassioned
speech in favor of the measure gave the bill momentum. When it
came up for final discussion a week later, its friends dominated the
debate. Windom of Minnesota categorized opponents of the bill as
foes of free labor and of the Union, “perjured souls” whose “parri-
cidal hands” were at the throat of the government. He added to the
argument that homestead legislation would increase the national
wealth, marshaling statistics and examples to show how land grants
would create capital and bolster the Treasury through tax revenues.
The great West would “pour the wealth of empires at our feet,” he
told his colleagues, if only Congress would allow the labor of willing
Americans and new immigrants to rouse the “giant energy of produc-
tiveness” asleep there.

Like his colleagues before him, Potter, concluding the House debate
on the measure, maintained that until labor was applied to it, land
could not add to the nation’s general wealth. Settlement, however,
promised to increase the nation’s wealth dramatically and constantly.
The tax base of the nation would grow through higher land values
and increased consumption of taxed and dutied goods. Potter pro-
vided a critical link between the Republicans’ current emphasis on
increased revenue and basic Republican abhorrence of large land
monopolies by reminding the House that the best use of the public
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lands was “the purpose for which their Creator designed them—the
assignment of a limited quantity to each head of a family, for the
purpose of cultivation and subsistence.” Potter also foresaw the logi-
cal result of homestead legislation. He called for the government to
invite immigrants and emigrants into the West, where they would
invest their capital and direct their labor to developing the nation’s
resources.

The bill passed by a vote of 107 to 16, with only three Republicans
in the minority. At least one Democrat opposed the bill because he
believed the Treasury needed the proceeds of land sales, and, as
Greeley gleefully pointed out, two negative Democratic votes were
from railroad men who feared that the measure would devalue their
company’s large Western land holdings. Nineteen Democrats, how-
ever, primarily from agricultural states, voted for the bill because they
were unwilling to oppose a measure popular with the powerful voting
bloc of Westerner farmers, who hoped to see the fresh lands nearby
opened cheaply to settlement. The Democratic support for a measure
that many Democrats had previously deemed unconstitutional helped
to legitimate the Republicans’ new approaches to government activity
and thus clear the way for further Republican expansion of the gov-
ernment’s role in economic development.?

The bill went to the Senate in early March, but debate on the
measure did not begin until May. Anxious to see the bill pass, the
National Land Reform Association gently reminded the powerful
Ohio senator John Sherman to give the measure his “especial atten-
tion.” The Senate first amended the bill by limiting the benefits of the
act to those who had maintained strict loyalty to the Union. Then,
realizing that the Union could not afford the cash bounty to service-
men no matter how popular it might be, the Senate struck it out.?

On May 5, Pomeroy, an emigrant to Kansas from Massachusetts,
made a long speech for the bill in which he tied homestead legislation
to basic ideas about political economy more fully than the House
Republicans had. Like his colleagues in the House, Pomeroy insisted
first that homestead legislation was vital to the Union’ financial
security, for public land sales were no longer raising money. In any
case, he added, turning back to basic Republican ideas, land sales
caused “unprincipled land monopolies,” which would destroy the
Union’s free society. Drawing on the idea that national prosperity
would promote social development, the Kansas senator argued that
as men developed unsettled lands and created wealth, they would also
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elevate the nation spiritually by fostering culture, patriotism, and
religion. Like Potter in the House, Pomeroy called for Congress to
open land to the landless of all nations and claimed that, by extending
settlement into the empty prairies between the Midwest and Califor-
nia, a homestead law would bring freedom and civilization to the
whole continent. This elevation of the nation, he noted in his advocacy
of the measure, would expand the policy of nationalism the Union
had established by the Morrill Tariff duties and by the tax and tariff
proposals before Congress.

The following day, May 6, the bill passed by a vote of 33 to 7.
Senate Democrats held more strongly to old constitutional opposition
to the measure than House Democrats had, but a solidly Democratic
minority failed to defeat a majority of thirty Republicans, two Demo-
crats, and one Old-Line Whig.

Greeley joyfully announced to his readers that the homestead bill
had passed the Senate. He correctly brushed aside the appointment of
a conference committee, claiming that the bill only awaited Lincoln’s
signature. Indeed, both houses quickly accepted a conference commit-
tee report adopting the Senate’s amendments, and Lincoln signed the
bill on May 20, 1862. Greeley instructed readers how to take advan-
tage of the law, thundering: “Young men! Poor men! Widows! resolve
to have a home of your own!”*

With the passage of the Homestead Act, the Republicans demon-
strated their commitment to a policy of government-sponsored eco-
nomic development to increase the nation’s prosperity and to expand
the wartime tax base. “We have now abandoned the public lands as
capital,” reflected Morrill, “with the design of deriving a larger reve-
nue from those who may settle upon them and make them fruitful.”
Republican senator William Pitt Fessenden confessed to a friend that
he would have willingly postponed the Homestead Act until the war
was less pressing, but, he said, “I can not say that the wiser course
was not to make the most of our time, for no one knows how soon
this country may again fall into a democratic slough.” It was impera-
tive, Fessenden realized, for his party to seize this virtually unopposed
opportunity to advance its economic vision.?

Five days before the homestead bill became law, Lincoln signed a bill
creating a Department of Agriculture. The Republicans had not ad-
vocated this project during the campaign as they had homestead



150 + “A Large Crop Is More Than a Great Victory”

legislation, but interest in this measure, too, had been growing for
decades. It had begun in 1836, when the government established a
Patent Office with Connecticut farmer Henry L. Ellsworth as com-
missioner. On his own time and at his own initiative, Ellsworth dis-
tributed seeds and plants all over the nation under the postal franks
of congressmen, and every year he published agricultural statistics and
information. The next Congress appropriated $1,000 for the Patent
Office to continue distributing seeds and accumulating agricultural
statistics. By the 1850s, the growing population of Western farmers
was agitating for more government recognition; and in 1854, Con-
gress began to make separate appropriations for agriculture. By 1860,
distributing seeds and the Patent Office reports on agriculture was a
very effective way for a congressman to keep in touch with his con-
stituents.2

When the Secretary of the Interior, Caleb Blood Smith, reported to
Congress on November 30, 1861, he devoted much of his address to
the need for a “Bureau of Agriculture and Statistics.” Good statistical
information would help America to grow wealthier, he emphasized.
Foreign governments distributed such statistics, and America suffered
for the want of them. Three days later, in his annual message to
Congress, Lincoln worried that “agriculture, confessedly the largest
interest of the nation, has, not a department, nor a bureau.” He
suggested the “great practical value” of “an agricultural and statistical
bureau” to provide annual reports on “the condition of our agricul-
ture, commerce, and manufactures.”?

Republicans responded enthusiastically to Lincoln’s suggestion, for
it seemed to offer both immediate and long-term benefits to the
nation. Since the beginning of the war, people across the North had
speculated about the amount of specie the Union’s agricultural ex-
ports would bring from Europe. The more wisely farmers planted, the
better their harvests would be and the more exports the North could
send to Europe for gold. The United States Agricultural Society wel-
comed the idea of an agricultural bureau and elected Lincoln an
honorary member, and a Massachusetts agricultural newspaper ap-
provingly abstracted Smith’s report. The editor of an Ohio agricul-
tural newspaper asked Ohio senator John Sherman not to let the press
of business make him overlook the endorsement of Smith and Lincoln
for an agricultural department.?

To many Republicans, Lincoln’s call for an agricultural and statis-
tical bureau also seemed to be a positive step toward constructing an
economy that used labor efficiently and thus created a high standard
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of living. “Political economy and statesmanship are only convertible
terms for Utopian speculation, unless based upon a solid groundwork
of facts,” reflected a writer in the Philadelphia Inquirer. With the
establishment of an agricultural and statistical bureau, he continued,
“social theories could . . . be reduced to a certainty.” This would
permit enlightened guiding of economic growth. “A nation . . . with
such analytic self-inspection at periodic intervals,” the writer contin-
ued, “might mould its growth, and forecast its future with a knowl-
edge of all the resources and all the forces operating to shape its
destiny.”?

Republicans believed that the dissemination of agricultural infor-
mation would help to create a rich nation. In 1861, the famous orator
Edward Everett gave a long speech advocating improved agricultural
methods and production, which Greeley reprinted in the New York
Daily Tribune. Everett told farmers that they must make the best use
of God’s land. The Boston Cultivator confirmed that a farmer should
work in the “great field of Progress and Improvement, where reward
is sure” and encouraged farmers to read and experiment in order to
“reap the highest rewards for the labor and money invested.” More
concretely, when San Francisco was recovering from a devastating
flood that had wiped out crops, the local Republican newspaper
encouraged farmers to work scientifically to channel flood waters
and use them to advantage rather than permitting them to erode
valuable topsoil. New methods would obviously make farming more
profitable. Every penny the government spent distributing agricultural
information produced three pennies, Carey later maintained.*

Lovejoy, the “Farmer Congressman,” felt strongly that the pro-
gress of agriculture depended on good seeds and proper farming tech-
niques. In early January 1862, he introduced a bill (H.R. 269) to
establish an agricultural bureau. Auguring well for the measure, the
House promptly sent the bill to the Committee on Agriculture, which
Lovejoy chaired. Fittingly, the Patent Office’s agricultural report had
just been released, and congressmen were flooded with requests for it
from January on.*!

In mid-February, Lovejoy brought the bill before the House. It
called for the establishment of a Department of Agriculture, the func-
tion of which would be to acquire and distribute agricultural infor-
mation, seeds, and plants. A Commissioner of Agriculture was to
collect both statistics and data from experiments. With money in
gravely short supply, the bill appropriated only $7,000.

Farming was “the primary source of national prosperity,” said the
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Republican-dominated committee in its report favoring the bill, and
it was time for the government to foster agriculture as it did other
trades. Scientific experiment was imperative for the advancement of
agriculture, the report continued, because once a farmer understood
the laws of nature, he would be able to plant and sow knowledgeably,
with maximum results. Further, access to the agricultural statistics of
the country would enable a farmer to calculate the approximate value
of his crops and adjust his efforts to meet demand. England had
provided its farmers with information and had helped them to pro-
duce more efficiently, the committee reported. America must do the
same, said the committee, for the country was running out of virgin
land. In a curious blend of religion and Republican economics, the
committee concluded that when American farmers achieved maxi-
mum production through increased scientific knowledge and ability,
man could “hope to find the whole earth transformed into the beau-
tiful garden that he left in the olden time.”

After the House amended the bill to appropriate only $5,000,
Lovejoy immediately brought the measure to a favorable vote of 122
to 7. Costing little, the bill would please agricultural districts, and
therefore, like the Homestead Act, it attracted Democratic votes.
Twenty-three Democrats and ten Old-Line Whigs joined eighty-nine
Republicans in the majority.

The next day, February 18, the Senate took up the bill and, since
the Senate would not have a Committee on Agriculture until the next
session of Congress, referred it to the Committee on Patents and the
Patent Office. While the committee was considering the bill, Repub-
lican newspapers pressured the Senate to pass it. The San Francisco
Daily Alta California made it clear that accurate agricultural statistics
were vital to California, although it did not explicitly endorse the idea
of a department of agriculture. A reporter from the Patent Office for
the Indianapolis Daily Journal went further and hinted at the need
for official attention to agriculture when he rejoiced that “at least one
Department of the Government is devoted to the furtherance of agri-
culture—that sole source of prosperity in peace, as well as the entire
reliance of contending armies in the field.” A writer for the Philadel-
phia Inquirer was even more explicit. An agricultural department, he
wrote, “has long been demanded by the vast interests which are the
true sources of our national prosperity.” Agriculture supported com-
mercial and manufacturing wealth, he continued, “and Congress ex-
hibits an appreciation of this fact by its intention to encourage a
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thorough knowledge in the various branches of the noble pursuit of
agriculture among the masses of the people.”*

In mid-April, James F. Simmons, the Rhode Island cotton trader
who chaired the Patent Committee, called up the bill that had already
passed the House. Downplaying the fact that it created a new depart-
ment and new offices, he told the Senate that the measure merely
detached the agricultural bureau from the Patent office to “compli-
ment . . . the great leading interest of industry.” Agriculture, he said,
constitutes “the pillar of the national strength,” and the bill would
remedy the fact that it had previously received little government
attention. The Senate quickly passed all of the committee’s rather
technical amendments to the House bill before beginning debate on
the measure itself.*

Joseph A. Wright, from the farming state of Indiana, offered a much
stronger measure than the House bill for an agricultural department.
Calling for the establishment of a separate statistical bureau, Wright’s
bill (S. 249) created an agricultural department with four separate
bureaus. These bureaus were to investigate agricultural science; natu-
ral history; chemistry; and mechanics, manufactures, commerce, and
agricultural statistics. There had never been a time when America
depended so completely on agriculture, Wright maintained. Not only
did Union finances need agricultural exports to attract specie from
Europe, but also the North must work to replace vital Southern
products, such as cotton and sugar, which the war had made unob-
tainable. Congress also needed to help Union farmers regulate their
crops to fit the European and domestic market. Admitting that his
plan would cost a great deal—though less than $60,000 a year, he
claimed—Wright reminded his colleagues that the economic well-be-
ing of the nation rested on agriculture. “Manufactures and commerce
are but the handmaids of agriculture,” he told them.*

The Senate rejected Wright’s comprehensive plan by a vote of 23
to 12. The vote did not really reflect sectional or political affiliations:
yea votes came from New Hampshire, Virginia, Indiana, Missouri,
California and Oregon, while nay votes came from Illinois, Ohio,
Minnesota, and Iowa, as well as the New England states. More
significant than geography or politics was Simmons’s telling objection
that Wright’s bill would cost much more money than the House bill.
Frugality was vital in the spring of 1862.

Although the Senate declined to make a major financial commit-
ment to an agricultural department during wartime, it also refused to
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ignore the farming interest. It rejected a proposal of Connecticut’s
Lafayette S. Foster simply to split the department of agriculture and
statistics from the Patent Office and leave it within the Department
of the Interior. Simmons accurately pointed out that Foster’s proposal,
which could currently be accomplished at the discretion of the Interior
Department, eliminated the need for any legislation at all. The Senate
rejected Foster’s plan by a tie of 18 to 18, leaving the House bill intact.
Again, the votes were spread across sections and parties.

Because the bill establishing an agricultural department competed
for time with many more spectacular wartime bills, its discussion was
sporadic and carried over into May. On May 8, the House bill came
up for a vote. One congressman challenged the constitutionality of
the measure, objecting to appropriations of government revenues for
schemes of economic development. Fessenden revealed that Republi-
cans were willing to chart new activities for the government. He
suggested that he might have agreed with that objection if years of
appropriations had not established a legislative precedent. In any case,
he said, the country had been reimbursed for such appropriations—
“richly paid over and over again in absolute increase of wealth. There
is no doubt of that.” Fessenden’s response indicated the prevalence
of the belief that agricultural knowledge paid in increased wealth, for
he spoke out despite his unhappiness at increasing expenses during
wartime.

The House bill passed the Senate by a vote of 25 to 13. The negative
votes came from Westerners such as Wright, who felt the bill did not
do enough for farmers, and from Easterners such as Fessenden, who
objected to any additional expenses during wartime. Unwilling to
abandon farmers, only one Democrat voted against the measure. Four
Democrats and two border state Old-Line Whigs voted for it. The yea
votes were spread throughout the North.

After the House agreed to the Senate’s technical amendments to the
bill, Lincoln signed it on May 15, 1862. On that day, the Bureau
County Republican, the newspaper from Lovejoy’s home district,
applauded “the first important movement by Congress looking di-
rectly to the interests of the man who cultivates the soil.”

On December 9, 1861, shortly after homestead legislation had been
introduced in the House, Morrill of Vermont announced that he
would introduce a bill donating public lands to the states for the
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purpose of establishing colleges for agriculture and the mechanical
arts. Like homestead legislation and interest in a department of agri-
culture, the idea of federal aid to agricultural education was not new.
George Washington’s second annual message had suggested a national
college for agricultural instruction, and in the decades since then, a
government agent had studied European agricultural teaching meth-
ods and his research was reprinted twice at the direction of Congress.
Movements for agricultural colleges had gained strength throughout
the North, especially in New England.?

A college bill captivated Morrill’s heart. The son of a blacksmith,
the tall, earnest Vermont man had been unable to attend college and
felt the loss keenly. Worrying that education would come to be avail-
able only to the wealthy, Morrill hoped for the creation of tuition-free
colleges that would teach subjects of interest to farmers and mechan-
ics. Hesitant to call for the government’s creation of a national system
of education, however, Morrill argued that states would build such
colleges if only Congress granted them public lands to sell. The money
the states would receive from land sales would establish funds to
support agricultural colleges. Morrill introduced his first college bill
in 1856, but Congress crushed it.*

When Morrill reintroduced his college measure in 1858, he tried to
lend strength to his proposal by attacking the prevalent opposition
argument that the Constitution did not authorize Congress to donate
lands for projects outside Congress’s express powers. Morrill cited
previous government land grants to provide revenue for state projects
and institutions. He also pointed out that the government favored
commerce through improving harbors and keeping lighthouses; state
railroads through land grants; authors through copyright laws; and
mechanics through patent rights. Agriculture, he complained, was left
out. Virtually all of Morrill’s examples of government aid to economic
groups fell under specific constitutional grants of power, but he none-
theless convinced the House that the national government could do-
nate lands to foster agriculture. The House passed the bill, and the
Senate followed suit in 1859. President Buchanan, however, promptly
vetoed the measure, reiterating doubts about the constitutionality of
giving away lands to the states without compensation.*

Morrill doggedly reintroduced his college land bill (H.R. 138) in
mid-December 1861. The measure offered states 30,000 acres of
unappropriated public land for each of a state’s senators and repre-
sentatives. The states would sell these lands and invest the proceeds
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in a permanent fund to support agricultural colleges. The House
referred the bill to the Committee on Public Lands, which was chaired
by Potter, who opposed the bill because it would enable Eastern states
to grab large chunks of remaining public lands in Western states like
his own state of Wisconsin. Because tax and tariff bills were in the
offing, absorbing all of Morrill’s attention, it appeared that the college
bill might not see the light of day. It languished in committee until the
end of May, when Potter reported it with a recommendation that it
should not pass.*

Morrill was willing to fight for a college bill, however, because by
the spring of 1862, he believed that the Union needed such a measure
more than ever. In a speech shortly after Potter’s committee reported,
he outlined the many reasons for a college plan. As Republicans had
done in debates about the homestead bill, Morrill concentrated on
establishing that a college bill would increase agricultural production
and thus contribute to national prosperity.

Turning first to the Homestead Act, Morrill insisted that to give
land to men who did not know how to use it was “at best a bauble,
and often a curse.” Educating settlers would enable them to use their
new land effectively. Agricultural colleges would help to improve not
only the new lands but also the old, “thereby extending,” as Morrill
made sure to point out, “the basis of taxation and revenue.” He
believed that the availability of cheap public lands encouraged waste-
ful and destructive farming techniques. Vermont agriculture, and in-
deed that of all New England, had declined as new Western lands
opened and Easterners had rushed to the rich prairies. Depleted soil
and high emigration rates were destroying Eastern agricultural pro-
duction. If indeed agriculture supported all other industries, as Re-
publicans believed, such a decline would destroy the Union’s prosper-
ity. Tax revenues, vital to supporting the war, would drop.*!

Particularly attractive to Morrill’s Republican listeners was his ar-
gument that agricultural colleges could slow the growing emigration
from rural to urban areas. Republicans disliked cities, fearing that
they undermined America’s free republican government by reducing
independent yeomen to dependent vassals of employers or politicians.
A member of Lincoln’s cabinet mused that city dwellers might be
incompetent to exercise self-government, for only “in an agricultural
district, or a sparse population the old rule holds.” An editor of the
New York Times later went so far as to try to create in the city “a
class corresponding to the yeomanry of agricultural communities.”
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He called for workers to join in cooperatives and “carry on their own
business, manage their own affairs, sell their own goods.” Morrill’s
solution was simpler. He maintained that the “tendency to desert the
rural districts and to shun manual labor” could “only be checked by
making the country more attractive and more remunerative.” New
information and scientific methods would increase production and
make farming a more attractive profession.*

Morrill tried to persuade his Western colleagues, who opposed the
college bill because they objected to the alienation of the public lands
within their borders, that Eastern colleges would advance Western
interests. Settlers from the East were pouring into their states, he
argued, and emigration without education lowered the quality of men
in both new and old states. Uneducated emigrants would not labor
effectively in the new states, as they could only experiment ineffectu-
ally with the soil. Skilled labor in the old states would lose its edge as
the dispersal of dense population reduced demand for agricultural
products and permitted farming techniques to decline. The aggregate
wealth of the entire country would decrease. Educating young Eastern
emigrants meant that when they went West, they would be ready to
begin contributing immediately to the wealth of their new states.
Educating those who remained in the East would help to maintain the
nation’s agricultural production.

The college bill also had to overcome prejudice against “what is
too often derisively called ‘book-farming.”” Farmers had no use for
colleges, critics charged; they needed experience. Morrill argued that
the prejudice against educated farmers came from the fact that they
had no real agricultural education and were unfit for farming. True
agricultural education had an important role to play in a Northern
society of small land owners, said Morrill, for “every man owns or
expects to own land at some period in his life, and it could certainly
do him no harm to be taught how to manage landed property.”+

The bill, Morrill said, was “demanded by the wisest economy,” for
nothing could increase production, and therefore national wealth and
power, like the education of farmers. Education trained a man to work
more efficiently, concentrating his whole physical and mental ability
on the task at hand. “Science, working unobtrusively, produces larger
annual returns and constantly increases fixed capital, while ignorant
routine produces exactly the reverse,” he said. As agriculture became
more productive, manufacturing and trade would become more
profitable, wealth would increase, and the American people would
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lead better lives. Capitalizing on growing Republican hostility to
England, Morrill warned his listeners that if the Union did not make
the effort that Europe did to educate its farmers, America would be
“dwarfed in national importance” and eventually become so poor it
would be forced to import even grain. As advocates of the homestead
bill had argued in debates over that measure, Morrill assured his
colleagues that increased national wealth would benefit the Union
tangibly as wealthier farmers paid taxes and tariffs.

Finally, to make his scheme more palatable at a time when the
nation’s energies had to be focused on the war, Morrill advocated
military training at the agricultural colleges. “These colleges, founded
in every State, will elevate the character of farmers and mechanics,
increase the prosperity of agriculture, manufactures, and commerce,
and may to some extent guard against . . . sheer ignorance of all
military art.”

Morrill did not confine his fight for the bill to the floor of the House.
Anticipating Potter’s attempt to kill the measure, he and the bill’s
friends asked Ohio senator Benjamin Franklin Wade to sponsor a
similar bill in the Senate while Potter’s committee was still considering
the measure. Like Morrill, Wade had supported such legislation be-
fore, and he willingly introduced his own bill (S. 298) to the Senate
on May 2. Wade’s bill, which was virtually identical to Morrill’s,
proposed granting to each state 30,000 acres of unappropriated pub-
lic land, worth $1.25 an acre, for each of its senators and repre-
sentatives. If a state chose to accept its portion of the grant, it could
select lands that would be surveyed and then sold for cash. The
proceeds from the sale of the lands were to be invested in a permanent
fund to support agricultural and mechanical arts colleges. No state in
rebellion could take advantage of the act.*

When the Senate began to consider this bill in mid-May, Republican
James H. Lane of Kansas led the opposition. The new Western states,
with their rich untouched land and sparse population, felt much less
need for agricultural education than the Eastern states, whose soil was
depleted and well settled. Further, as Lane insisted to the Senate just
as Potter had made clear to the House, the newer, Western states
feared that, under the college bill, all their remaining public lands
would be taken up by the older states that had no public land left
within their own borders. Massachusetts, for instance, or—much
worse in the eyes of Westerners—New York would be entitled to
hundreds of thousands of Western acres under the provisions of this
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bill. Such a distribution would reduce the amount of land available
for funding state projects. It would also give Eastern states, which
could sell their land grants to whomever they chose, control over the
settlement of Western states. Angry Westerners felt the bill was “a
nefarious outrage on the West.”*

Lane was aware, however, that a bill that would so benefit the older
states stood a good chance of succeeding. New England was excep-
tionally prominent in the Senate, claiming eleven committee chairs,
according to a jealous Western newspaper correspondent. In addition,
whatever opposition Western states could present to such a measure
had been softened by the passage of the Homestead Act, which was
immensely popular in the West and much less welcome in the East,
and which therefore disposed senators and representatives from West-
ern states to vote for the college bill out of a sense of fairness.*

Lane wisely decided to reform the land provisions of the bill rather
than try to kill it. His most powerful argument against the measure
was that it would violate the principle of the Homestead Act. The
college bill contained no restrictions on land sales, and the logistics
of disposing of huge tracts of lands would favor speculators, who
could buy in large parcels, over settlers, who would want to buy small
farms for their own use. Lane claimed that the plan would simply
repeat the pattern of land monopoly that the Republicans had de-
signed the Homestead Act to prevent.

Western opponents of the bill rallied around Lane’s argument. Lane
first tried unsuccessfully to introduce an amendment limiting the land
taken under the bill to that of unorganized lands, rather than from
states or organized territories. When he proposed an amendment
limiting the land taken in any state to one million acres, however,
Wade was forced to concede that the provision seemed harmless, and
it passed. The Senate refused to go further and limit each purchaser
to 640 acres because such a restriction would make sales unwieldy.
Such a provision might have stood a better chance of passing had it
not been proposed by an unpopular operator, Senator Pomeroy of
Kansas, who inconsistently claimed that he wanted to prevent land
monopoly, even though a major railroad bill of his own contained no
such provisions.

In his opposition to the bill, Lane also gave fodder to Democrats
opposed to the measure and revealed his aptitude for political expe-
diency. Despite the fact that Lane had led raiding expeditions into
Missouri to capture slaves and bring them into Kansas as laborers, he
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now complained that under the terms of the bill, a state with a slave
population could sell the Western lands it received to its own freed-
men, encouraging them to leave. These emigrants, unwelcome in old
states, would settle the new Western states. A Democratic Ohio news-
paper picked up on this theme and cried to its readers: “Wade Pro-
poses to Flood the New States with Free Negroes.”

Western opposition could not prevent the college bill from passing
the Senate in mid-June by a vote of 32 to 7. In the negative were six
Western Republicans and one Democrat.* That many Westerners
ultimately approved the bill probably reflected their gratitude to the
Eastern states for the Homestead Act.

A week after the Senate passed Wade’s land grant college bill,
Morrill moved that the House take it up. Potter tried to get it referred
to the Committee on Public Lands, which he chaired, but failed by a
vote of 31 to 83. He then tried to postpone consideration of the bill
until January 1863, but was ruled out of order. He unsuccessfully
moved to adjourn, to lay the bill on the table, and to postpone for
amendments. Once Potter was neutralized, the bill passed by a vote
of 90 to 25. The negative votes were primarily from members of the
Western states—Indiana, Minnesota, Michigan, Ohio, Illinois, Wis-
consin, [owa—that feared they would lose lands. Lincoln signed the
bill on July 1, 1862.%

The press had virtually ignored this bill, but once it passed, Greeley
announced his unqualified approbation of the measure. It was a
triumph auguring “wide and lasting good,” he said, to have colleges
to promote knowledge “of the sciences which underlie and control
the chief processes of Productive Labor.” Greeley disparaged the ar-
gument that the act would lead to monopoly and speculation. The
amount of acreage appropriated, he said, was negligible. The fear that
the bill would take all the nation’s free land, he said, was “much like
a shuddering fear that some thirsty ox may drink up the Mississippi
at spring flood and leave all its vessels aground evermore.”*

The Republican party had at least some of its roots in the nativism
of the 1850s, but during the war the party’s search for additional labor
to increase farm production made it gradually come to champion
immigration. Old ethnic and religious prejudices began to break down
as soon as the war began. Since loyalty to the Union was paramount,
Republicans preferred loyal immigrants to disloyal Southerners and,
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in the first months of the war, Republican newspapers noted that some
previously unpopular groups were loyal and patriotic. Chase awarded
a few clerkships in the Treasury Department to Catholics “in view of
the promptitude with whlich] the Catholic Population came forward
to the support of the Gov[ernmen]t in this crisis.” In the New York
Daily Tribune, Greeley ran two long patriotic letters from Catholics
denying that the Catholic Church was proslavery and insisting on its
strong antislavery, pro-Union stance. Acceptance of ethnic and relig-
ious groups hinged on perceived loyalty to the Union. The month after
his defense of his appointments of Catholics, Chase worried openly
about “Jew traders” who were allegedly shipping goods to the South.’!

Throughout the war, the North’s growing anger at England also
mitigated Republican prejudice against foreigners. The Union’s Irish
community in particular won approbation as an enemy of England.
The Irish would fight England, if necessary, the editor of the Chicago
Tribune claimed in 1861, and would certainly fight the Southern
aristocracy in the name of Northern freedom. Greeley agreed in the
columns of the New York Daily Tribune, and the editor of the Indi-
anapolis Daily Journal reprinted a column from a Dublin newspaper
telling Irish men to stand by the Union. Even the editor of a paper in
Boston, a city that bore no love for immigrants, applauded Irish
disapproval of England’s guarded stance toward the North. The for-
mation of Irish-American regiments confirmed Republican faith in the
community’s loyalty to the Union. When draft riots in New York City
during the summer of 1863 left African-Americans dead at the hands
of rioters, Greeley defended the Irish community, maintaining that the
mobs were not representative of New York’s immigrant population.*

Early in the war, Republicans turned to foreigners and immigrants
to fill the ranks of the army. Believing the Union cause was part of an
international struggle against despotism and aristocracy, they called
for men like Italy’s Giuseppe Garibaldi to come fight for the Union.
Even foreigners without republican principles would fight, some Re-
publicans believed. Carey wrote to Chase that men would come by
the hundreds of thousands to take advantage of bounty money and
army salaries. While some men did come, many native-born Ameri-
cans perceived them as highly unsatisfactory soldiers. More impor-
tant, many more immigrants stayed away, recognizing that high boun-
ties were useless unless one lived to enjoy them. Immigration to
America slowed during 1861 and 1862 as potential immigrants won-
dered if they would find themselves on battlefields if they moved. Only
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after 1863, when the North recognized its desperate need for labor
and began to reassure immigrants that they were not going to be
drafted did immigration begin to pick up. By 18635, it had returned
to prewar levels.’*

Finding men to fill regiments was never the driving force behind the
Republicans’ promotion of immigration. Just as they supported the
Homestead Act, Republicans advocated immigration because they
wanted to harness labor into the service of the country. While some
skilled immigrants might be useful in urban workshops, Republicans
planned for most of them to contribute to Union wealth by filling
the empty Western farmlands or working on established, but labor-
starved, Western farms. Greeley gloated that the free public lands
provided by the homestead measure would attract “a flood-tide” of
“the very best kind of immigrants . . . honest, industrious, thrifty
farmers and mechanics” who would increase the country’s prosperity.
There was “no such thing as surplus Labor,” he wrote. Attracting
more laborers would make the nation vastly richer, a consideration
especially pressing with the Treasury in financial straits. “Every man
imported is a machine that represents a capital of at least $1000,”
wrote economist Carey emphatically to Chase. “Half a million men
are worth more than $500,000,000—m0re than the total cost of a
year of war.”5

From the beginning of the war, the Republicans believed that a
growing agricultural sector not only would energize the whole Union
economy, but also would bring gold to the Treasury through agricul-
tural exports. Beginning in April 1861, Republican newspapers car-
ried frequent articles about grain exports to Europe and the conse-
quent favorable balance of trade between the Union and Europe. “The
concurrence of a dearth in Europe with abundant crops in the North-
ern states,” maintained a writer for the New York Times, “undoubt-
edly proved our salvation.”*® The drain of men to the battlefields,
however, caused labor shortages in the fields. By harvesttime of 1862,
newspapers reported that the labor shortage was “a serious embar-
rassment” and that the West could use 100,000 additional laborers.
An apparent drop in agricultural production in 1863 only confirmed
that the farmlands needed more labor to maintain the production
levels that brought European gold to the Union."”

Republicans also believed that settling the West would spread the
North’s economic system, thereby preventing the South’s peculiar
institution from expanding to the territories. A passionate letter to
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Senator Sherman in 1861 from a poorly educated farmer demanded
that the government “protect Emegration and that will protect the
Territories to Freedom.” White immigration, the man told Sherman,
had “hanged Slavery.” Similarly, Carey confided to Lincoln his opin-
ion that greater numbers of white settlers in the hill country of the
South would have prevented secession.’®

By concentrating their efforts on attracting immigrants to the West,
Republicans minimized confrontations with city workers opposed to
the arrival of cheap foreign laborers. When New York City’s Chamber
of Commerce ignored the possibility of angry workers and flirted with
importing immigrants, it found itself in deep trouble. When “the
mechanics of the city” heard a rumor that the chamber had discussed
encouraging immigration, they organized a protest meeting at the
Democratic stronghold, Tammany Hall. The Chamber of Commerce
immediately denied that it had any plans to import labor. It accused
demagogues and troublemakers of trying to stir up working men
against what those demagogues called the “wealthy classes” in order
to divide the North and strengthen secession.*

Publicly confining their aims to increasing the agricultural popula-
tion, by 1862 Republicans had begun to search for ways to increase
immigration. In the summer of 1862, Carey asked one of his closest
friends, E. Peshine Smith, to go to Europe seeking immigrants. Smith
did not relish the task, but would undertake it as “a war-service, such
as a man is not at liberty to decline, if it should be thought I owe it
to the country,” he replied. Carey’s friend had strongly supported
Secretary of State William Henry Seward in New York politics; and,
perhaps at Smith’s urging, Seward at this time suggested to United
States officials in Europe that they work to encourage immigration.
By late 1862, Western newspapers were actively calling for an increase
in immigration.®

In the late summer of 1863, Republicans began to use the national
government to attract immigrants. They sent a special government
agent to Europe to familiarize potential immigrants with the land and
resources of the country west of the Mississippi. Although this effort
was modest, a correspondent for the Indianapolis Daily Journal re-
ported that “it is believed the mission will prove to be of great benefit
to the development of the great west.” The Indianapolis Daily Jour-
nal’s optimism was ill-founded for, as hundreds of potential immi-
grants swamping American consulates abroad attested, lack of funds,
not lack of interest, kept potential immigrants at home.*!
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Government promotion of immigration began in earnest in late
1863. In his message of December 8, 1863, Lincoln asked Congress
to consider “the expediency of establishing a system for the encour-
agement of immigration.” Immigrants were a “source of national
wealth and strength” and were greatly needed as laborers in the
agricultural and mining regions, he said. Greeley took Lincoln’s cue
and wrote that immigration was one of the elements of national
progress. He looked forward to hosts of new settlers.®

A week after Lincoln’s message, the House appointed a Select Com-
mittee on Immigration to consider the President’s suggestion. Secre-
tary of State Seward also acted on Lincoln’s recommendation, but he
directed his efforts toward encouraging private aid for the transpor-
tation of new settlers. Seward sent a circular to the Boards of Trade
in Eastern cities asking them to consider ways in which they could
foster immigration.

Over the next year, private immigration societies formed in Eastern
cities. In Boston, a Society of Foreign Emigration, led by one of
Carey’s disciples, was organized in January 1864. The Boston group
planned for employers and Western landowners to pool capital for
importing immigrants. Once arrived, the immigrants would repay the
money advanced. In the same year, a group of Philadelphia iron
merchants associated with Carey merged with the American Emigrant
Company, a group of New England speculators in Western lands, to
form a new American Emigrant Company, organized to promote
European immigration. Although it had no formal government con-
nection, this group clearly had convinced many Republicans that it
could solve the immigration problem. Its supporters included several
prominent Republican politicians: Secretary of the Treasury Chase,
Secretary of the Navy Gideon Welles, Secretary of the Interior James
Harlan, Senator Charles Sumner, and Senator Henry Wilson, among
others, endorsed the plan.®

Despite such prominent support, neither the American Emigrant
Company nor the Society of Foreign Emigration attracted much in-
terest from businessmen. Strikes over low wages and a dwindling
labor supply were not enough to convince employers to pay to im-
port workers. Not only could they ill afford to alienate their existing
laborers, since they had few available replacements for any who
decided to strike, but also employers understood that contracts made
outside the country could not legally be enforced within American
borders. They stood to lose investments made in transportation when
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immigrants discovered that they had no legal obligation to repay
the debt.**

By the planting season of 1864, with the apparent weakness of
private attempts to import laborers, Republicans clamored for gov-
ernment aid to immigration. “Nothing could be more wise,” said an
editorial in the New York Times, “than the encouragement of immi-
gration. The introduction of laborers is an import of the richest source
of wealth.” A reporter in the Cincinnati Daily Gazette speculated that
the government would pay for the transportation of poor immigrants
to America, and Congress received countless petitions to establish a
bureau of immigration. Significantly, most of these petitions were
directed to the Committees on Agriculture of the respective houses of
Congress.*

In mid-February 1864, Senator Sherman, chairman of the new
Senate Committee on Agriculture, reported a bill (S. 125) to encour-
age immigration, and two weeks later, the Senate took it up. Reflecting
the older, discredited belief that a dearth of information kept Europe-
ans away, the Senate bill made no effort to free capital for funding
transportation. The measure provided for the appointment of a Com-
missioner of Immigration in the Department of State who would
gather information about American agricultural conditions, wage
rates, and labor needs. He would disseminate the information in
popular form in Europe in order to “encourage, facilitate, and protect
foreign immigration to and within the United States.” The commis-
sioner would also direct a new U.S. Emigrant Office in New York City
that would protect immigrants from “imposition and fraud” and help
them reach their final destinations or, if the immigrant had not chosen
a destination, to send him to the place “where his labor will be most
profitable.” No one involved with land sales or with transporting
immigrants could hold office under this act. Indicating the Republi-
cans’ belief in the importance of the project, the bill included a
substantial $50,000 a year appropriation.®

Sherman told the Senate that the Committee on Agriculture deemed
this a very important project. “In the western States labor is absolutely
demanded,” he explained. He enthusiastically foretold that this bill
could bring immigration up to 100,000 able-bodied persons within a
year, and soon after that might bring it even higher. The Senate passed
the bill in early March with almost no discussion.

While the Senate had been working on its immigration bill, the
House Select Committee on Immigration had written one of its own,



166 + “A Large Crop Is More Than a Great Victory”

with considerable advice from Seward. In mid-April the committee
reported its bill (H.R. 411), which tried to encourage immigration
with funds as well as information. Reluctant to assert that the national
government could assume sole responsibility for immigration, the
committee had devised a system combining the efforts of government
and private interests to attract new settlers. It called for a government-
funded Emigrant Office in New York City to disseminate information
and to protect newly arrived settlers from swindlers. The committee
attempted to lower transportation costs by reducing tonnage duties
on immigrant ships; and, if immigrants still could not afford to travel
to America, the new bill permitted them to borrow against their future
homesteads. To encourage private sponsorship of immigration, the
committee declared enforceable all government-supervised contracts
for labor for passage made in foreign countries; but, hoping that even
city immigrants would move West quickly, it stipulated that such
contracts could not exceed twelve months or be drafted to impose
slavery or servitude.®’

The House Select Committee on Immigration introduced short-
term contract labor not to maintain a cheap urban labor force, as
some have charged, but to prevent the need for government financial
aid for the importation of immigrants to work on Western farmlands.
The American Emigrant Company had written to Seward in April
1864 requesting that the government fund the costs incurred when
importing immigrants: transportation, food, clothing, and so on. De-
spite Seward’s involvement in its creation, however, the House bill
stopped short of suggesting such a plan because the committee hoped
to avoid a confrontation about Congress’s authority to fund a project
clearly outside Congress’s express constitutional powers and because
Republicans feared that free passage for immigrants would lead for-
eign governments to dump their undesirables on America. Paupers
and prisoners, as Greeley said, would replace honest laborers in the
immigrant ships.*

Despite its weak endorsement of the failing private agencies, the
committee hoped to guarantee that, instead of remaining contract
laborers, immigrants would enter the free labor force. Republican
economic theory indicated that those who worked for themselves
produced more than those who worked for others. The more immi-
grant laborers produced, the more their labor would help to fuel a
national spiral of prosperity. While short-term contract labor might
be necessary to keep the government from being forced into importing
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immigrants, long-term contract labor would reduce an immigrant’s
contribution to the economy. Indeed, most contemporary observers
interpreted the bill as an encouragement to Western, not urban, im-
migration. Even city workers sensitive to competition gave little at-
tention, let alone opposition, to the bill.*?

The House passed the bill with no discussion and no division.

While the House bill sat in the Senate Committee on Agriculture,
to which it had been referred, newspapers continued to press the issue.
In addition to reiterating the need for labor, they continued their
campaign to break down the xenophobia that might discourage im-
migration. The editor of the Chicago Tribune, who had been distin-
guished before the war for his nativism, now called repeatedly for
immigrants, and wanted not only Germans and Scandinavians, but
also Irish, Ttalians, Hungarians, and Poles. The editor of the New York
Times identified the contradiction between the nationalism for which
America was striving and the call for immigration. Revealing that
pressure for labor did not necessarily mean welcome of heterogeneity,
he resolved that tension by assuring his readers that since “yellow and
brown races” such as the “Chinese, Hindoos or Turks” did not come
to America, the nation could maintain its nationality as all blended
into a basic Anglo-Saxon mold. He said that even Catholics, primary
targets of antebellum nativism, were different in America than in
Europe. Many became Protestants, and even those who retained their
religion accepted American culture, he claimed.”

In late June 1864, when Sherman called up the House bill, the
Senate instead repassed without a division or discussion the measure
it had previously matured. A conference committee easily reconciled
the two bills, producing a final measure based on the House bill’s plan
for freeing transportation capital. The measure appropriated $25,000,
permitted businessmen to import workers, and assured that no immi-
grant who arrived after the act was passed could be drafted during
the current war until he had announced his intention of becoming a
U.S. citizen and renounced old allegiances. While noncitizens could
not vote or share certain other citizenship rights, there was no gov-
ernment pressure to ask for citizenship quickly; one did not have to
become a citizen to remain in the Union, and there were no time limits
on citizenship eligibility. In early July, both Houses agreed to this
version of the bill.”

Lincoln signed “an Act to encourage Immigration” on July 4, 1864.
While the new law initially did little to aid private efforts at immigra-
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tion, its clear bid for new settlers and its efforts to make transporta-
tion cheaper and safer helped immigration increase dramatically. By
1864, the Republican party had publicly rejected its nativist roots and
devoted itself to increasing the country’s labor supply. The Republican
platform of 1864 called for a continued liberal policy of immigration,
which “has added so much to the wealth, development of resources
and increase of power to this nation.””?

As the 1864 Republican platform indicated, party members designed
their agricultural legislation to maximize farm production and, in so
doing, nurture the fundamental element of the economy from which
all others would grow. Republicans were so united in this goal that,
except for stress between the East and West over the terms of the Land
Grant College Act, their agricultural legislation neither revealed nor
caused schisms within the party.

Republican agricultural legislation did much to settle the West and
provide homes for farming families, but it did not ultimately create
the thriving expanses of small farms Republicans had envisioned.
Although the high initial costs of breaking sod and surviving until a
crop matured broke many hopeful farmers, as many as 60 percent of
those who took up land in the public land states in the North and
West persevered and eventually built themselves Western farms, albeit
with much more effort and money than the Republicans had fore-
seen.”

While the Northwest did, in fact, enjoy a huge postwar boom in
agriculture, those farmers who prospered were not the self-sufficient
small farmers of the antebellum world, but those who switched most
successfully to a new, large enterprise system of industrial farming.
The war, with its railroad boom and need to move crops in large
amounts, had tied farmers directly to a national economy and pro-
moted commercial farming at the expense of the old system of sub-
sistence farming supplemented by surplus cash crops. By 1890, the
day of the small farmer was over.”*

As it promoted American farming to stimulate the economy’s ex-
port-producing sector and to increase the tax base, agricultural legis-
lation broke down the belief that government intervention in the
economy was unconstitutional. The wartime need for money opened
the way for Republicans to use the government to foster economic
development, although they refused to have the government assume
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sole responsibility for such unprecedented actions as establishing na-
tional schools or funding foreign immigration. Significantly, the same
agricultural legislation that established the national government’s
power to develop the economy helped make such intervention neces-
sary. Homestead legislation permanently removed public lands as a
source of revenue and thus irrevocably committed the nation to a
reliance on taxes and tariffs for national funds. From this time on, in
order to maintain Treasury revenues, the national government had a
vital interest in fostering the American economy.



6 “It Was Statesmanship to Grive
Treeless Prairies Value s
The Transcontinental Railroad

Legislation adapted to our necessities, to our growth and progress,
is the only course left for us to pursue if we would hold our place
among the nations of the earth.

—James H. Campbell, 1862

During the war, military requirements provided a convenient consti-
tutional justification for a transcontinental railroad, but to Republi-
cans, providing for the construction of a Pacific railroad also seemed
an economic and political necessity. Such a railroad would, they
believed, help to develop the nation and increase national productivity
by settling the Western plains and providing access to Western gold
mines. Wishing to promote American growth and greatness, Repub-
licans also recognized that wartime railroad legislation would send a
message to the rest of the world that they had great confidence in the
eventual triumph of the Union and that Congress could “calmly and
efficiently provide for the improvement of the nation” while crushing
rebellion.!

As it developed the nation, Republican transcontinental railroad
legislation brought government participation in economic growth to
a new level. The increased wartime responsibilities of the government
had enabled the Republicans to explore and gain confidence in the
national economy, then to strengthen the national government’s eco-
nomic role in the country through banking, currency, tax, and tariff
legislation. With their homestead and land grant college acts, the
Republicans had developed an active role for the government in the
economy by using government land grants to develop agriculture.
Republican transcontinental railroad legislation went further. It used
government funds to finance national development, and it asserted
Congress’s power to establish nationally chartered corporations.
Through years of wartime debate on transcontinental railroads, Re-
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publicans established what they believed to be a beneficial working
relationship between the government and private enterprise.

Agitation for a transcontinental railroad began in the 1840s. The
tortuous overland journey from the settled Eastern states to the Pacific
daunted many who wished to make the trip. A traveller to the West
had to negotiate two towering mountain ranges, ford rivers, face
hostile Native Americans, and brave inclement weather. A Democrat
who would strongly support transcontinental railroad legislation dur-
ing the Civil War, Senator James A. McDougall, found the overland
trip almost unbearable. On his way to California from Illinois in the
days before a railroad, he got lost, wandered at length in the moun-
tains, barely escaped starvation, and, as a colleague later recalled,
“finally reached San Francisco in rags, clothed partly in skins, without
money, and not having seen a barber or razor for months.”? Not
surprisingly, the movement for a transcontinental railroad gradually
gained momentum. In 1853, Stephen A. Douglas introduced to the
Senate a plan for the construction of such a road. Although Douglas’s
plan crumbled, support for the project continued to grow. By 1860,
the idea of a coast-to-coast road was tremendously popular, especially
in the West.?

Before the war, discussions of a Pacific railroad necessarily opened
debate about the role of the federal government in developing the
nation.* State governments had always promoted local economic de-
velopment; but, after a brief phase in the early nineteenth century
when the national government sponsored certain economic improve-
ments, Democrats had labeled such activity on the part of the federal
government unconstitutional. Congress ceased to intervene in eco-
nomic development beyond granting public lands to states to sell for
funding canals, railroads, and so on. Unlike smaller state projects,
however, the construction of a transcontinental railroad could not be
accomplished by any one state. The route of a Pacific railroad must
cross the territories, over which Congress held sole authority. Such a
project also required the financial support of the national government.
“It is obvious to any one,” declared one Republican congressman,
“that no private enterprise will take hold of a work of such magni-
tude, without some demonstration on the part of the Government to
lend aid and assistance to the enterprise.”® Finally, the plan was
primarily advanced not by state-oriented capitalists hoping to con-
struct the railroad for their own profit, but by the government and
national politicians seeking to get it built for the public good.® Rec-
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ognizing that a transcontinental railroad could not be built solely
under state auspices, citizens resurrected the question of the national
government’s role in developing the country.

Many people had considerable doubts about Congress’s constitu-
tional authority to contribute materially to national development. By
the mid-1850s, Democrats adhered firmly to a narrow reading of
the Constitution, forbidding government involvement in internal im-
provements. The Democratic platform of 1856 called for military and
post roads to the West, but suggested only that the national govern-
ment should use “its constitutional power to the attainment of that
object.” In the face of increasing popular pressure for a railroad,
Democratic President Buchanan’s messages to Congress in 1858 and
1859 suggested that the need for military protection in the West might
lend constitutional authority to the project, but many Democrats
remained unconvinced of the plan’s legality. In 1860, when the Demo-
cratic party broke apart over the issue of slavery, both the Charleston
and Baltimore Democratic platforms advocated a transcontinental
railroad, but hedged on the constitutionality of government aid to
such a project.”

While Democrats held that government aid to a transcontinental
railroad was unconstitutional, many Republicans before the war ar-
gued more and more stridently that such a project was legal, proper,
and imperative, not only because the road would provide military
protection, but also because it would promote commerce. Party mem-
bers found authority for the national government to promote a rail-
road in the government’s early-nineteenth-century sponsorship of the
Cumberland, or National, Road and in the clauses of the Constitution
giving Congress power to establish post roads, to maintain the armed
forces, to provide for the common defense, and to regulate commerce
among the states. The 1856 and 1860 Republican platforms called
for the railroad not on military or postal grounds, but because a
railroad to the Pacific was “imperatively demanded by the interests
of the whole country.” The national government, they said, “ought
to render immediate and efficient aid in its construction.” It further
stated that not only land grants, but “appropriations” for national
improvements, which were “required for the accommodation and
security of . . . commerce, are authorized by the constitution, and
justified by the obligation of the Government to protect the lives and
property of its citizens.”®

In late 1860, the House Committee on the Pacific Railroad intro-
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duced a new bill for the construction of a transcontinental railroad.
Called the Curtis bill after its sponsor, Republican Samuel R. Curtis
of Towa, the bill (H.R. 646) indicated the Republicans’ willingness to
expand the national government’s role in the economy.

Relying heavily on the Republican belief in a harmony of interest
between government and business, the Curtis bill called for govern-
ment investment to entice private entrepreneurs into building a Pacific
railroad. The Curtis proposal named several prominent and wealthy
individuals to organize a company that would construct a railroad
running west from two eastern points: one from the western bound-
ary of Towa and the other from Missouri’s western edge. The authors
of the plan intended that these men would pool their own funds to
begin construction. Once the railroad was under way, the government
would offer to its builders not only the land grants usually given to
western railroads, but also $60 million worth of 5 percent, thirty-year
government bonds. The railroad company could sell the land and
bonds to raise the funds necessary to continue the work. Sensitive to
Democratic scruples, the Republicans justified the bill almost entirely
with Buchanan’s argument that Congress could help the project be-
cause it was both a military necessity and vital to postal affairs. They
downplayed their own belief that the government could sponsor the
project simply because of the road’s commercial benefits.’

The Curtis bill was halfway between private and public enterprise.
It stopped short of claiming congressional power to create a corpora-
tion; instead, it simply named individuals as trustees and gave them
permission to organize a company. Similarly, the bill’s authors offered
to donate government bonds to the company not to make the gov-
ernment the sole sponsor of the project, but in order to encourage
private investment in the scheme. The committee’s design, Curtis told
the House, was to “adopt a plan by which the Government will do
just as much as necessary, and no more, to secure the employment of
capitalists to construct this great national line of improvement.”

The bond proposal was an unprecedented expansion of the govern-
ment’s role in economic development, and Curtis quickly grounded it
in the old justification for land grants. The “prudent proprietor”
theory maintained that it was proper for the government to give away
land in order to enhance the value of the government lands surround-
ing the gift. Curtis tied the bond offer to this theory by carefully
explaining that the railroad would more than repay the bonds and
interest expended on its construction by slashing government trans-
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portation costs for mail, troops, and supplies, and for Indian defenses.
Although the company would not expressly reimburse the govern-
ment for the bonds and interest, the government would be making a
prudent investment by offering the bonds. Further, Curtis said, the
bonds would give the government an important first mortgage on the
road, which would include the private capital that must be invested
in the project before the bonds would be issued.!

In their attempt to create a private company with a public will,
Republicans revealed their basic belief that individuals could
profitably operate a company that also would benefit the public. The
framers of the bill planned for wealthy individuals to pool their capital
and begin to build the road, then to continue construction with
government subsidies. “To act as trustees” in constructing the com-
pany, the committee “selected] men who they believed would, in
good faith, as patriots and men of honor, carry out the will of Con-
gress,” explained Curtis. These men did not ask for this distinction,
he said, and many of them did not even know they were named in
the bill. The men chosen were mostly wealthy men, for “we have got
to have the road built by millionaires, if ever we build it.” They would
permit as associates “only honest men” and, supporters of the meas-
ure argued, would sell stock only to legitimate and honest capitalists.
Because they personally knew and trusted the men they named to this
position, committee members expected that the trustees would act in
the public interest."

Although one Republican congressman advocated government con-
trol of the project, most Republicans as well as Democrats distrusted
national government enterprise. As Buchanan had reminded Con-
gress, a government railroad company would dangerously increase
executive patronage and trigger an avalanche of jobbing and corrup-
tion. Only the active and careful supervision of a company by indi-
viduals financially interested in it could prevent such corruption.
Democrats like Buchanan could make such assertions, but Republi-
cans, looking back at the last several years of Southern-dominated
government, were even more convinced of their validity. In their 1860
platform, Republicans expressed horror at “the systematic plunder of
the public treasury by favored partisans,” which had led to “frauds
and corruptions at the Federal metropolis.” The federal government,
Republicans believed, would always invite corruption, while those
involved in private enterprise watched their own interests carefully,
thus promoting efficiency and honesty."
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Democrats opposed the Curtis plan, worrying not only about con-
stitutional powers, but also that the honest disposition of such a vast
amount of money and land was “to rest upon the mere volition and
honor of men.” Although Curtis protested that the trustees would get
nothing until they began to construct the railroad and would also be
bound by the law to build it, the House was plainly nervous that the
Curtis plan gave so much money and land to a few individuals. It
passed a Democrat’s amendment making the trustees responsible for
organizing the company and opening subscription books for stock,
but not assigning the land and bonds directly to them.

The halfway status of the Curtis plan raised other obvious problems
as well. Without a government charter, the trustees would have to
incorporate in each state in which they operated. More worrisome,
however, was what would happen should they choose not to incor-
porate. If they remained partners, on the death of any one of the
partners the enterprise would dissolve and the ownership of the rail-
road would become hopelessly tangled.

The plan’s many defects, a ferocious sectional battle over the loca-
tion of the railroad, desires for more than one line, and Democratic
convictions of the unconstitutionality of the plan itself all overrode
popular enthusiasm for the bill. Recommitted, it did not reappear.

The advent of the Civil War breathed new life into the transcontinen-
tal railroad project. At the same time that the war provided concrete
evidence that such a road was necessary for Northern military secu-
rity, it removed most Democrats from the Union government, thus
opening the field for Republican legislation. In March 1861, rumors
of a plot to link California to the Confederacy had alarmed Unionists
on both coasts. Although California remained loyal, Westerners grew
increasingly worried about Native American uprisings as men went
to war and left the country unprotected. Isolated and vulnerable,
California was especially desperate for a rail link to the East. In the
special session of the Thirty-Seventh Congress, which was limited to
military matters, California senator McDougall declared that a Pacific
railroad was “demanded” as a military necessity. Similarly, in the
House, Curtis introduced a bill for the speedier transport of military
supplies from the Atlantic states to the Pacific by rail. Both houses
created select committees on the Pacific railroad.

Although the Republicans were firmly committed to a transconti-
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nental railroad, they remained uncertain about how best to accom-
plish its construction. As the second session of the Thirty-Seventh
Congress got under way in late 1862, both railroad committees went
right to work on a new Pacific railroad plan to replace the weak and
vague Curtis bill of the previous year. Railroad men from across the
country descended on the capital to offer advice. Although not so
numerous that they monopolized the Washington scene, these men
played an important dual role as Congress explored the active coop-
eration of government and business. Lobbyists explained local wishes
and provided helpful information that the often inexperienced, over-
worked, and understaffed congressmen could not gather themselves.
At the same time, as representatives of business, railroad lobbyists
raised popular and congressional suspicions of corruption and special
privilege.'

Three key railroad lobbies gathered in Washington in 1862. One,
from the upper Northern states, wanted the road to follow a far
northern route. Two other lobbies, one from Kansas and St. Louis,
the other from Iowa and Chicago, battled over the exact location of
a central route. Of the three groups, the Kansas lobby most strongly
affected wartime railroad legislation.

The Kansas and St. Louis interest backed a small Kansas railroad
company named the Leavenworth, Pawnee and Western Railroad
Company, or LP&W. Important politicians, including popular former
New York congressman Henry Bennett, backed the LP&W, and the
overlap of business and political circles within the company appeared
to embody the Republican belief in a harmony of interest between
government and business. Contradicting this positive image, however,
sporadic rumors charged that the company had purchased earlier
Senate approval for a generous grant of Native American lands.
Critics, who suspected the company’s directors of impropriety and
disliked seeing them around Congress during the preparation of a
transcontinental railroad bill, constantly needled the LP&W’s con-
gressional supporters during the transcontinental railroad debates."

Under the badgering of lobbyists and possibly with Bennett’s help,
the House railroad committee drafted a railroad bill, which committee
chairman James H. Campbell reported in early April 1862. The com-
mittee patterned the bill (H.R. 364) on the Curtis bill of the previous
year, offering land and government bonds for the construction of a
Pacific railroad. Like the Curtis bill, the committee’s 1862 Pacific
Railroad bill named several incorporators—fifty-seven, in this case—
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to organize as the Union Pacific Railroad Company. These individuals,
as before, were handpicked by the committee from personal knowl-
edge of their reputations, and the committee expected them to create
a private company that would act in the best interests of the public.
The new bill, however, repaired the Curtis bill’s serious technical
defects.'¢

The Union Pacific Railroad plan promoted the Republicans’ will-
ingness to involve the national government actively in the economy.
In the bill, the committee boldly declared that Congress could charter
a national corporation, for it authorized certain individuals to organ-
ize a corporation upon their acceptance of the terms of the proposed
railroad charter. The committee did not go so far as to assert that
Congress’s new corporation could operate within states; it was only
to build across the territories from the western boundary of Kansas
to the border of Nevada Territory. State-chartered roads specified in
the bill would meet the corporation’s road at state boundaries. The
committee’s measure authorized the LP&W to build a branch line in
Kansas, and Missouri state roads to build four branches from Iowa.
A western line, built by the fledgling Central Pacific of California and
a Nevada company, would join the Union Pacific in the West. The
committee included state companies in the bill to avoid permitting the
new national corporation to operate within a state, but the inclusion
of those state companies itself expanded the government’s economic
role, for it required that the federal government give national bonds
directly to state-chartered companies.'”

At the same time that it announced a novel plan for government
economic action, the committee knew that its own willingness to
charter a national corporation did not guarantee public acceptance of
the new scheme. Nervous that investors might shun the project, the
committee provided for a return to traditional methods of railroad
construction by allowing state companies to build the road if the
Union Pacific failed to organize.

Aware of the need for wartime economy and sensitive to the im-
pression giving huge sums to a few businessmen would make, the
committee proposed granting to the Union Pacific itself, not to its
incorporators, more land and fewer bonds than the Curtis bill had
offered, and it called for cash repayment of the bonds and their
interest. The new bill offered the company a 400-foot right of way
across the country and ten sections of land per mile, although it
attempted to prevent conferring any windfall on the Union Pacific by
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reserving mineral rights in the lands granted. Successive installments
of 6 percent, thirty-year bonds would be issued to the company each
time that government commissioners certified that railroad sections
of forty consecutive miles, or twenty in more difficult places, were
ready for service. The bill offered $16,000 worth of bonds per mile
over the plains, $48,000 over the Rocky and Sierra Nevada moun-
tains, and $32,000 per mile between the two mountain ranges. Al-
though Campbell claimed that this plan offered fewer bonds to the
railroad than the Curtis plan did, that was only technically accurate.
Because the branch roads named in the bill received similar privileges,
the total amount of bonds offered to the whole project was greater
than that of the Curtis bill.

House debate on the bill began with the representatives examining
the justification for the project. Its advocates touched first on the
military need for a railroad. The war highlighted the necessity of
binding the East and West together to prevent the Union’s dismem-
berment, and the danger of losing California to an enemy seemed
greater by 1862 than it had at the start of the war. Confederate
incursions as far as New Mexico in the West and the threat of war
with England over the Trent affair revealed the West’s vulnerability.
California’s gold was a rich prize, tempting both the South and Eng-
land. Indeed, a California congressman reminded his colleagues that
England kept warships in the Pacific, and he claimed to have proof
that Britain intended to seize California’s mines immediately in the
event of an international war. The prospect of such a disaster had
tremendous impact on the nationalistic Republicans. Territorial loss
would “be the first step downward in the fate of the Republic,”
reflected one congressman. “Whenever a nation commences to lose
its territory, its history draws to an end . . . and it falls never to rise
again.”'®

Republicans knew that even without external pressure California
might separate from the East, and advocates of the road believed that
linking the coasts would help promote a vital and growing national
sentiment in the West. An early threat of some Californians to estab-
lish their own republic if the South successfully seceded emphasized
that the Northeast and West coasts were developing separate cultures.
The West was rapidly acquiring a sense of independence. Indeed, San
Francisco newspaper editors concerned themselves as little with East-
ern affairs as Eastern newspapers took notice of the West. A railroad,
which would improve transportation and communication between the
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Atlantic and Pacific shores, offered immeasurable political benefits. In
the midst of a war to divide the nation, advocates of the road insisted,
Congress must guard against any future divisions. “Unless the rela-
tions between the East and the West shall be the most perfect and the
most intimate which can be established,” they warned, the American
“empire” would be at risk of “breaking on the crest of the Rocky
mountains.” "

The reduction of Democratic opposition in Congress freed congres-
sional Republicans to articulate their economic justification for the
railroad. “We were slandering our constituents when we said that we
were paralyzed or restricted by their will from adopting the great and
beneficent measures for improving the physical and moral condition
of our country,” asserted California’s Timothy G. Phelps in his speech
favoring the road. National growth, argued supporters, depended on
a Pacific railroad. By spreading free Northern laborers over the coun-
try, it would increase national production and create wealth. Settlers
would tap the untouched plains, bringing more than 500 million acres
of a “great grazing and agricultural country” under cultivation “to
add to our wealth and power,” thundered railroad advocates. A road
would also give ready access to the new gold and silver mines in the
West. One congressman assured his colleagues that “if every acre [of
the great plains] will not produce a hundred bushels of corn, it will
produce a hundred dollars worth of gold, or silver, or iron, or some
other useful metal.”

In their belief that a railroad would help create national wealth,
Republican railroad advocates were following both current political
thought and their own experience of the last three decades. People
who wanted to involve the government in national development made
one exception to their disapproval of government enterprise, and
that exception was the construction of transportation routes. One of
the nation’s most popular economics texts encouraged governments
to “give a powerful stimulus to individual productive energy, by
well-planned, well-conducted, and well-supported . . . roads,” which
would create value and promote prosperity by moving articles from
areas of surplus to places of need.?

The dramatic impact of the Erie Canal on the wealth of the North
seemed to Republicans to demonstrate the validity of this observa-
tion. Since the canal opened in 1825, the North had expanded rapidly.
As settlers streamed West, the North had acquired new, promising
states with unprecedented speed, and the population of laborers had
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boomed. Republicans noted that the great wealth of New York con-
trasted sharply with Virginia’s slow decline, and they believed that
Virginia had neglected its transportation routes. It boded well for
railroad legislation that in the Thirty-Seventh Congress sat many men
whose fortunes had taken them West through the canal; moreover,
the huge Northeastern migration to the West had benefited virtually
every Republican in Congress.

A railroad would not only develop America’s domestic production,
but would also secure control of trade from China, Japan, and India,
making America the dominant sea power in the Pacific. Different
nations had explored this trade, and in 1861, Russia had begun to
settle the Amur River Valley on the Russian border with China. The
New York Journal of Commerce followed this development and con-
cluded that “the ‘course of empire,” and of trade, points to the coast
of Eastern Asia, China and Japan as a field for future commercial
enterprise.” The resources of the Amur region would eventually “find
an outlet to the sea, and contribute to the wealth of our Pacific coast.”
A railroad would connect the markets of the East with the Pacific,
placing America “in a just and merited position among the leading
nations of the earth, by compelling them to pay a tribute to it for the
enjoyment of a commerce, which is the chief source of their wealth,”
a writer for the Journal of Commerce concluded.?!

Republicans in favor of the railroad offered a powerful vision that
it would make America “the great central figure in the civilization of
the world.” Choking the westward expansion of Southerners and
their peculiar economic system by filling the plains with free Northern
labor, a railroad would make the American economy thrive. While
production boomed, northern laborers would propagate a “high
type” of culture. “The cultivated valley, the peaceful village, the
church, the school-house, and thronging cities”—all traditional hall-
marks of Northern culture—would spread West, an advocate pre-
dicted. America would become “the greatest nation of the earth.” But
if the Union failed to build the road, America would fall far behind
nations that supported railroads. “Nations are never stationary,”
Campbell told the House. “They advance or recede. We cannot re-
main inactive in the midst of national activity, without the loss of
trade, of commerce, and power.”

The conviction that a transcontinental railroad would develop the
nation made almost all Republicans support the project. Opposition
to the measure came only in the shape of a move by three Easterners
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to postpone the bill for financial reasons until the following Congress.
This attempt drew the fury of Missouri’s Francis P. Blair, who accused
Easterners of killing all bills that would benefit the West. People of
the lower Northwest were suffering because the blockade of the
Mississippi River closed their main route for transporting produce,
and people from this region also resented perceived inequalities in the
tax and tariff laws. Westerners “have been discriminated against since
this war commenced,” Blair snarled. “I say we of the West have been
treated like step-children by the Government, and we shall always be
treated in that way, and postponed.” The clear determination of
Westerners to see the bill pass, and the desire of Easterners to ease
Western anger at the tax and tariff laws, stifled any further moves for
postponement.

During the general debate in mid-April, Republican congressmen
exposed defects in the committee’s bill. Although many of the critics
were motivated by regional interests, their arguments nonetheless
raised key questions about the government’s role in economic devel-
opment. Owen Lovejoy of Illinois began the examination of the details
of the measure by complaining that the many companies named in
the bill made it “a conglomerate mass of confused legislation.” He
called for the chartering of a single company to construct the trans-
continental railroad and intimated that he would prefer to let private
enterprise build the road alone. “I dislike the idea of converting
Congress into a railroad company,” he said. “We are not here as a
railroad corporation.” Ironically, however, what Lovejoy proposed
instead would greatly extend congressional power over economic
development by permitting it to charter a company to build through
states. As Campbell noted, Lovejoy’s was hardly a disinterested opin-
ion. Lovejoy and those who supported his plan wanted to give the
whole project to the Maine-chartered People’s Pacific Railroad Com-
pany, which would build on a far Northern route.

Following Lovejoy, two Westerners pointed out that the current bill
invited the very sort of monopoly Republicans abhorred. James F
Wilson, who had replaced the battlefield-bound Curtis in the Towa
delegation, challenged the very heart of the committee’s plan when he
objected to making the Union Pacific a closely held corporation, for
he worried that a few rich men would monopolize the company. He
called instead for the public sale of stock, with a limit on what any
one person could buy. Fearing the “immense . . . commercial . . .
[and] political power” the corporation would wield, Wilson also
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wanted Congress to reserve the right to repeal the act creating the
Union Pacific. “It is our duty,” he said, “to guard the people against
any such concentration of power as a corporation of this magnitude
would possess uncontrolled by any check of the law-making power
upon them.” Also worried about the power of the contemplated
corporation, Albert S. White of Indiana wanted the government to be
represented on the company’s board of directors.

In late April, Campbell told the House that the railroad committee
had prepared an amendment that took into account Lovejoy’s and
Wilson’s objections. The new plan provided for the creation of a single
publicly held corporation to construct the entire road itself. Instead
of organizing the company themselves, the commissioners named in
the bill were now to elect a provisional board of officers and to open
books for receiving subscriptions to stock. The amendment called for
the company to issue a total of 100,000 shares of stock priced at
$1,000 each. To prevent a monopoly while still allowing for the major
investors necessary to complete the project, the committee provided
that no one could buy more than 200 shares. As soon as 2,000 shares
were subscribed, the stockholders would meet and elect from their
midst a board of directors, which would then elect from their number
a president, a vice-president, a secretary, and a treasurer.

Praising the idea of a publicly held corporation, Thaddeus Stevens
nonetheless objected to the government charter of one company to
build the entire railroad, including the portions of it that fell in-
side state boundaries. “I do not know that I share in the doubt as to
the constitutionality of the United States incorporating companies to
make railroads through the States,” the nationalistic Stevens said,
“but I know that it is entertained by a large number of people.” Still
unwilling to assert national power within the states, the House agreed
that this proposition might hurt the bill’s popularity and adopted
Stevens’s amendment, which restricted the Union Pacific to operation
within the territories, by a vote of 59 to 39. The House also voted to
make the project a popular one; it accepted the provision making the
Union Pacific a publicly held corporation.

With the structure of the corporation settled, the House moved on
to define the relationship of the government to the company. The
active government funding of a private company added a twist to the
previously abstract idea of a passive harmony of interest between
government and business. Some Republicans felt that the government
was doing a favor to businessmen by giving them such enticements to
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build the railroad, and they wanted safeguards in order to guarantee
that government benefits would not be misused if unprincipled specu-
lators, interested in short-term profits rather than in the actual com-
pletion of the railroad, came to control the project. Others objected
to any provision that implied distrust of the businessmen involved in
the scheme, for they believed that the railroad men were doing the
government a favor by undertaking such a large and probably un-
profitable project. “Gentlemen are under the impression that it is a
very great benefit to these stockholders to aid them to the extent of
about half the capital required,” noted Campbell, and he asked his
colleagues to recall that the road was the government’s idea. “If the
capitalists of the country are willing to come forward and advance
half the amount necessary for this great enterprise,” he concluded,
“the Government is doing but little in aiding the company to the
extent of the other half by way of a loan.”?

Unwilling to rely on the shared interests of government and busi-
ness to protect the national government’s financial investment in the
railroad project, many House Republicans decided to try the generally
unpopular method of government oversight to guarantee that railroad
men could not make the scheme serve their own purposes to the
detriment of the public good. Over an objection that it would “place
the interests of . . . stockholders [who had invested private capital] in
the hands of irresponsible agents, whom the Government may ap-
point,” the House provided for five government incorporators and
two government directors appointed by the President. The govern-
ment directors could not own stock in the company. Congressmen
added another safeguard against speculator manipulation of the Un-
ion Pacific by allowing only bona fide owners of five shares of stock
to be directors.

House Republicans also tried to guarantee that state railroad com-
panies would not take the land grants and bonds to build their own
branches and then quit, leaving the main road untouched, or build
the profitable sections of the transcontinental railroad and then stop.
They made the state companies responsible for constructing the entire
railroad by passing an amendment forfeiting to the government the
entire system, including all branches, if the main road was not com-
pleted by 1876.

While anxious to safeguard the government’s interests in the event
that unscrupulous operators came to control the railroad companies,
the House did not automatically assume that the railroad men would
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be dishonest. It refused to make the entire line forfeit if any of the
companies defaulted on any of its bonds. Trusting that the inspection
of private investors would be more effective in policing the Union
Pacific’s affairs than government supervision would be, the House
declined to make the company place its capital in the U.S. Treasury.
The House also rejected an amendment striking the state companies
out of the bill to prevent them from taking the government bonds and
land grants while the main line went unbuilt.

Struggles between Kansas and Iowa interests over the railroad’s
terminus prompted the House to strengthen the government’s power
in the project. The committee’s bill called for the Union Pacific to
commence at the end of the LP&W road, thus effectively permitting
the LP&W’s Kansas charter to determine the starting point of the
Union Pacific. Both in and out of Congress, people from Iowa and
Illinois charged that “Kansas and St. Louis schemers” meant to cheat
the East and Northwest out of the benefits of the railroad. It would
be in the interest of the Kansas railroad, Congressman Wilson of Towa
claimed, to position the starting point in such a way that it would
force the Union Pacific to build along a Southern route, and thus
prevent the construction of the lowa branch roads. If the Union Pacific
started on the Kansas border, the editor of the Chicago Tribune
agreed, the road must run up the Arkansas River, which would be
two hundred miles too far south to meet existing northern lines.
Northern interests wanted the road to begin at Fort Kearney in Ne-
braska Territory and to run up the Platte, which “God and nature,”
they proclaimed, had dictated as the world’s “great central artery.”
Congressmen who distrusted the LP& W joined Iowans in calling for
limits to the power of the Kansas company and for a corresponding
increase of the government’s authority in the railroad project.?

While the newspapers battled primarily over the geographical
benefits of each route, congressmen from Iowa and Illinois launched
an attack on the Kansas-chartered LP&W’s right to locate the Union
Pacific’s terminus. A state should not dictate the terms of a national
project, lowa’s Wilson argued. Iowa interests failed to win an amend-
ment permitting the President and the Union Pacific to determine
together the road’s terminus, but they succeeded in requiring that the
Union Pacific build the Towa main branch of the road, thus guaran-
teeing that Kansas could not cut off the Iowa connection. They also
won an amendment making the Union Pacific commence at the 102nd
meridian rather than at the LP& W terminus. While the 102nd merid-
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ian was still the Western border of Kansas, the change removed the
Union Pacific from Kansas control by permitting the Union Pacific,
rather than the LP& W, to choose the terminus of the transcontinental
railroad.

That larger issues than geographical prejudices were at stake in the
debate over the railroad’s terminus became clear when an attempt
made solely for regional reasons to make the road begin at Fort
Kearney failed. The debates over the amendments proposed by Iowa
and Illinois interests confirmed that House Republicans were not yet
willing to let a national work intrude on state prerogatives, for they
refused to let the Union Pacific force the LP&W to terminate at a
point unauthorized by its state charter. The House was anxious,
however, to prevent the subordination of a national project to a state
legislature, and it refused to permit the LP& W to dictate the location
of the Union Pacific’s terminus. In a final effort to strengthen the
Union Pacific, the House lopped off several branch roads named in
the bill, including the Nevada branch, thus giving the Union Pacific
the task of building from Iowa to California, where it would meet
with the Central Pacific. It seemed that the LP& W had been reduced
to the status of a branch road.

The House passed the Pacific Railroad bill in early May 1862 by a
vote of 79 to 49. Nineteen opposition members joined sixty Repub-
licans in favor of the measure, while twenty-three Republicans joined
the minority to oppose it. The voting reflected the regional tensions
apparent during debate over the bill. Republicans who voted nay
tended to come from the East or from states favoring the Platte route.
Democrats in favor of the bill tended to be either from New York,
from which would presumably come many of the company’s stock-
holders, or from states that had been awarded branches. Once the
bill had passed, most people quickly submerged their regional biases
about the measure under their joy at its passage. In the New York
Daily Tribune, Horace Greeley announced that “the clouds that have
long darkened our National prospects are breaking away, and the
sunshine of Peace, Prosperity, and Progress will ere long irradiate
the land.”*

The Senate railroad committee had twice reported its own meas-
ures, but the Senate waited for the House bill to begin debate. After
over a month of delay, it took up the House measure in mid-June.
Turning immediately to the battle over the railroad’s route, senators
prompted by regional interests and hatred of the LP&W reopened the
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question of whether a national road could operate within a state.
Acceding to demands from Iowa, the Senate railroad committee pro-
posed moving the transcontinental railroad’s terminus 2 degrees east,
from the 102nd to the 100th meridian, which would move the termi-
nal from the western border of Kansas eastward about 135 miles. This
would both reduce the cost of the project by shortening the Eastern
branches and would force the LP&W to pick a terminus closer to
Iowa than the House had required, especially if, as the committee
assumed, the LP& W must build its own road to the Kansas border.
The new terminus requirement would mean that the Kansas railroad
must end on the western side of the northern boundary of Kansas,
rather than the western border of the state. The new provision did
not stipulate that the LP&W must build to a border, however, so it
left open the possibility that the road could begin within Kansas.
Senators voiced strenuous objections to chartering a national project
to operate within a state before they rejected the plan.?

Senators refused to let a nationally chartered railroad intrude on
state lands, but they ultimately strengthened the government’s role in
the project by taking control of the transcontinental railroad’s termi-
nus away from the LP&W altogether. They specified that the railroad
should start between the Republican and Platte River valleys in the
Territory of Nebraska, and, led by Iowa’s James Harlan, who loathed
the LP& W, they gave the President authority to decide on the location
of the end of the transcontinental railroad. A subsequent amendment
required the President also to determine the end of the Iowa branch
of the railroad, which, since it too would be built by the Union Pacific,
was also an important terminus of the transcontinental railroad.

The location of the terminus was not the only issue that determined
the scope of government authority in the project. Despite the protests
of some senators that “driving a hard bargain” with investors would
make them avoid the project, the Senate tightened the terms of the
railroad bill and increased the authority of the government in the
scheme to protect the interests of the government in case the railroad
men, like certain bankers had done, declined to act in accordance with
the public good. Jacob Collamer reflected a wartime revision of the
idea of a national harmony of economic interests when he explained:
“We in making the grant may be governed by high national consid-
erations, and the men who put their money and their own personal
labor and services in it may be willing to contribute their labor with
that of the rest of the community for a national object; but when it
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comes to the actual making of the road, it is to be done entirely by
men who think they can make money by it.”

Determined to retain power over the project, the Senate required
the companies to report annually to the Secretary of the Treasury and
refused to strike out a clause in the bill permitting Congress to repeal
the measure. If a company defaulted on its government bonds, the
Senate gave the government the right to assume the control of the
road as a sort of public trustee. In order to guarantee that the entire
road would be built and that investors angling for short-term profits
could not take government funds without finishing the project, sena-
tors agreed to reserve in the Treasury 25 percent of the government
bonds for the railroad over the plains and 15 percent of the bonds
for the railroad over the mountains. They also passed an amendment
forfeiting to the government the entire road and branches, rolling
stock, fixtures, and all other property of the companies if the entire
road and all its branches were not completed by 1876.

The railroad bill, essentially in the shape of the House plan but now
with a new terminus and additional government safeguards, passed
the Senate in mid-June by a vote of 35 to 5. The great popular pressure
in favor of the railroad made even Collamer vote for it, despite his
worry that it did not adequately guard against dishonest railroad men.
Only four Republicans voted nay. Wisconsin’s Howe and Minnesota’s
Wilkinson presumably favored a more Northern route. Wright, and
maybe the others, bucked public opinion because he could not bring
himself to hamper government credit during wartime. After the House
accepted the Senate amendments, Lincoln signed the bill on July 1,
1862. The editor of the American Railroad Journal heralded the bill’s
passage as marking “a new era in the history of our public works.”2¢

The organization of the Union Pacific began auspiciously but quickly
faltered. Fulfilling the terms of the law, the Union Pacific commission-
ers met in Chicago on September 2, 1862. As the authors of the
Republican plan hoped they would be, those joining the commission-
ers to express support for the project were respectable and substantial
businessmen, around one thousand of “the leading railroad capital-
ists, shareholders and corporators, express and telegraph owners,
bank presidents, and men identified with the heavy financial interests
of the country.” There were also government officials present: four
congressmen, including Owen Lovejoy, and one governor attended.?”
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Made suspicious of the railroad project by the bad reputation of
the LP& W, the North watched the meeting closely. The commission-
ers sent a clear message to the country that they were men to be
trusted. They passed a series of resolutions declaring their patriotic
determination to build the entire railroad, and, more important, they
elected well-respected men, including one of the government’s com-
missioners, to be provisional officers of the company. The editor of
the Chicago Tribune crowed that “the Pawnee and all other tribes of
speculators” could now never control “this great national work.”

The Chicago meeting established the Union Pacific as a popular
project. Recognizing the common distrust of anything that smacked
of monopoly, the commissioners rejected a proposal to sell the first
$2 million worth of stock, the amount required to fulfill the terms of
the charter, to New York and Boston capitalists, declaring that “it
would damn the whole enterprise if ten New York capitalists should
take the whole of the stock.” With their popular convictions bolstered
by their suspicion that financiers were uninterested in the risky pro-
ject, the commissioners played to the idea that middle-class investors
would subscribe out of patriotism. “We must throw ourselves on the
great national heart and then we are safe,” one man concluded. The
commissioners resolved to ask Congress to price shares of the re-
quired capital investment at $100 rather than $1,000 dollars so that
more people could afford them. The editor of the Chicago Tribune
caught the populist spirit of the project and demanded that every man
do his patriotic duty by buying a share to promote this great national
enterprise.

While boosting the project, the Union Pacific commissioners also
warned that the 1862 legislation was inadequate to accomplish the
construction of the railroad. Among other things, they pointed out,
the law did not provide for the condemnation of lands along the road’s
route; its reservation of bonds would cripple construction by reducing
available funds; and, critically, it did not project enough of a profit to
attract investment. The commissioners resolved to petition Congress
for a change in the law. Shortly after the Chicago meeting, several of
the commissioners met with a group of railroad men in New York
City to discuss necessary adjustments.2

As the commissioners had feared, investment in the Union Pacific
was sluggish. Westerners were indeed investing, although slowly, but
Easterners held off, “evidently wait[ing] for some amendments to the
charter,” one journalist observed. Worried by January 1863, the con-
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gressional railroad committees met to consider how to speed the
organization of the company. In the third session of the Thirty-Sev-
enth Congress, Senator McDougall, who had been at the Chicago
meeting, introduced an amending bill to the Pacific Railroad Act.
After referral to a select committee, the bill (S. 439) reemerged in late
February 1863. As the American Railroad Journal recorded, the pro-
posed changes to the law were those that the Union Pacific commis-
sioners had requested: the provision of shares for $100 each, the
means to procure rights of way, and the surrender of withheld bonds.
“It is understood,” wrote the Journal’s editor, “that these will be met
with no opposition.”?’

The editor of the American Railroad Journal was wrong. The
provision for issuing withheld bonds to the company before the entire
line was finished necessitated a reexamination of the relationship
between the government and the railroad. Revealing his distrust of
the Union Pacific’s patriotic and vocal determination to build the
entire railroad, Collamer tried to strike this provision. He argued that
the existing plan had been discussed at length in 1862 and had been
adopted as insurance that the whole road, not just the profitable
sections of it, would be completed. But McDougall pointed out that
builders needed the reserved capital to build the road and argued that
the provision was an unfair burden on the patriotic and selfless indi-
viduals who were “volunteer[ing] their individual aid and energy” to
help the government accomplish a great task.

The Senate took a middle stance, more in line with the apparent
popular desire “that the amount retained by the Government shall
not interfere practically with the construction of the road.” The Senate
decided to withhold bonds only for the less difficult portions of the
road, paying them out for the road over the mountains. The Senate’s
effort was for naught; although it passed the bill without a roll call
vote on February 25, the House adjourned on March 3 without
considering it. The Union Pacific had gained no additional govern-
ment support.*

With the Union Pacific languishing, the future looked good for the
LP&W, for the 1862 law could be construed as permitting the com-
pany to build west without government directors or supervision
should the Union Pacific fail to organize and build. In January 1863,
an internationally known New York financier, Samuel Hallett, began
to take over the LP&W. He rented a mansion on Fifth Avenue and
entertained prospective investors, letting it be known that he planned
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to hire Republican politician and army general John C. Frémont as
president of the concern, and mentioning Horace Greeley as “Con-
sulting Agent.” In June 1863, Hallett and Frémont acquired the
LP& W with an eye to cutting out the unorganized Union Pacific.*

Hallett and Frémont commanded great respect in financial and
political circles, but their dealings would not always withstand scru-
tiny.’? Indeed, their first move as principal stockholders in the LP&W
indicated that they were not the sort of statesmanlike railroad men
that Congress had envisioned at the head of the transcontinental
railroad company. Planning to issue a new contract for the construc-
tion of the LP&W that would win them short-term profits, they
declared invalid the construction contract that had been in operation
since 1862 and ordered work to halt. When the contractors, who had
made large investments in materials, refused, Hallett, an old friend
recalled, “by some means, unknown to any one but himself, secured
control of a company of United States dragoons and rode down the
contumacious contractors, agents and men.” Hallett exulted that he
had driven the enemy into the river and now had “all their ties, houses
and works and shall hold them.”3

Despite Hallett’s and Frémont’s questionable methods, circum-
stances seemed to favor the Kansas company’s assumption of the
transcontinental project. Hallett’s suggestion of Greeley as “Consult-
ing Agent” paid off as Greeley waxed enthusiastic about the Kansas
line. In July 1863, he declared that the Kansas company would have
to build the whole road, for the Union Pacific was “still-born—dead
without having lived.” Denying that Hallett and Frémont had any
“sinister purposes” for the road, he encouraged his readers to shift
their loyalties to the Kansas company, since “the actual working
company seems to have distanced the ideal.” In July, Hallett and
Frémont publicly acknowledged that they planned to build the entire
transcontinental railroad themselves, changing the name of the
LP&W to the “Union Pacific Railway Company, Eastern Division.”3*

The threat from the Kansas company spurred the Union Pacific
commissioners into action. When Hallett and Frémont bought the
LP&W, the Union Pacific commissioners abruptly accepted the terms
of the 1862 charter. They did this, and were permitted to do it, despite
the fact that they had not yet sold the requisite 2,000 shares of stock.
Clearly, neither the Union Pacific commissioners nor the government
wanted the Kansas company to build the railroad.*

Although the Union Pacific commissioners sprang into action as
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soon as they perceived the Kansas threat, they could not corral invest-
ment in the Union Pacific. For three more months, stock sales dragged.
Then, suddenly, in late September of 1863, slightly over 2,000 shares
sold and the subscription books closed abruptly. The sale astonished
even the American Railroad Journal, which optimistically concluded
that capitalists were finally showing their patriotism. In fact, railroad
man Thomas C. Durant, who hoped to gain control of the Union
Pacific and to profit from self-dealing construction contracts, spon-
sored most of the sales through straw men. In this ambitious opera-
tion, Durant both saved the transcontinental railroad from the Kansas
gang and broke the spirit and the letter of the 1862 law. He saved the
Union Pacific by making himself its hidden dictator.*

While later events revealed that Durant was not the sort of man
Congress had planned to have at the head of the Union Pacific, in
1863 this was not at all apparent. A well-known, well-connected, and
experienced railroad promoter, Durant could boast important and
reputable politicians as references. A contemporary described Durant
as “a fast man . .. a man who when he undertook to help build a
railroad didn’t stop at trifles in accomplishing his end.” That sort of
initiative and perseverance seemed exactly what was needed to save
the Union Pacific. Indeed, within a month of his Union Pacific stock
purchases, Durant had personally financed railroad survey teams on
their way to the Rocky Mountains.?”

The Union Pacific stockholders met in late October 1863 and
elected directors of the company. Many stockholders were probably
unaware that Durant had financed the stock purchases of several of
the men from among whom they elected the board. An impressive set
of railroad men and government officials, the directors chosen seemed
to fulfill the intention of Congress that the commissioners set up an
honest company. The directors then elected officers, and these, too,
seemed to augur well for the railroad. Elected president was General
John A. Dix, president of the Mississippi and Missouri Railroad and,
more impressive in 1863, an officer on the Union battlefields. Having
acted briefly as Secretary of the Treasury before Chase, Dix com-
manded the respect of the administration. Durant became vice-presi-
dent. John J. Cisco, the reliable longtime Assistant Treasurer in New
York, was elected treasurer. As secretary of the Union Pacific, the
directors chose a government commissioner, the popular and reputa-
ble editor of the American Railroad Journal, Henry Varnum Poor.*

When Cisco asked Treasury Secretary Chase whether or not he
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could accept the railroad position while retaining his government
post, Chase confirmed that the Republicans intended the Union Pacific
to be a private corporation with a public will. “An obvious distinction
exists,” wrote Chase, “between . . . [corporations] . . . in no wise
connected with national interests . . . [and] corporations for public
objects.” In the former, he wrote, government officials were barred
from participating. In the latter, however, government officials could,
and indeed should, offer their services.*

Chase and the other Republicans who had adopted the Curtis plan’s
concept of a group of public “trustees” in charge of a private corpo-
ration operated as if they still lived in the prewar world of small
communities and intimate state-oriented business circles. They as-
sumed that those in charge of a public project would be honest and
civic-minded, and that less suitable candidates would be obviously
unacceptable, or thwarted by the safeguards Congress had devised.
The election of the Union Pacific’s officers illustrated how mistaken
that belief could be in the wartime world of national enterprise. When
Durant’s straw stockholders became Union Pacific directors, Durant
controlled enough votes to elect the corporate officers he wished. Dix’s
presidency was a strategic move to gain public confidence; Durant
had bought stock for Dix with this plan in mind. With Dix on the
battlefields, vice-president Durant actually directed the company.*

When they became aware of Durant’s perversion of Congress’s
intent, some of the legitimate businessmen on the board quietly cut
their ties to the company. They felt that “the Board of Directors
should only be considered as the trustees of the Government,” and
secretly protested that “parties . . . pledged to a policy calculated to
promote their own particular interests and views” controlled a ma-
jority of the Union Pacific’s stock. One disgruntled director privately
hinted that evil railroad men were undermining the harmony of in-
terest between business and government. The road would certainly be
good for the country and profitable for businessmen “if . . . economi-
cally constructed,” resigning director J. Edgar Thompson wrote, but
he worried that the present managers planned to take their profits
before the road was finished and could offer benefits to the public.*!

Whatever his hidden plans, Durant had saved the Union Pacific,
and its festive groundbreaking ceremonies at Omaha, Nebraska, on
December 2, 1863, drew a long, congratulatory letter from Treasury
Secretary Chase. Still, the Union Pacific directors had not forgotten
their need for new legislation. Desperate for money after initial sur-
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veys and purchases of materials had exhausted their cash and despair-
ing of constructing the road under the existing law, the Union Pacific
directors no longer asked for just the changes the commissioners had
wanted before. They now hoped for additional funds to build the
road. Two directors, Durant and Cornelius S. Bushnell, went to Wash-
ington to work for changes to the 1862 law. They arrived in late 1863
and, teaming up with the head of the California line, remained in
the city for most of the congressional session. Although Bushnell
later boasted that their efforts brought about the legislation of 1864,
Washington newspaper correspondents took no particular notice of
the men.*

The railroad men were not the only group interested in a new
railroad law. By 1864, congressmen realized that the 1862 law could
not secure the construction of a transcontinental railroad, no matter
how patriotic the railroad promoters might appear. The funds that
seemed ample in 1862, before Chase’s second and third issues of
greenbacks had entered circulation, seemed ridiculously low in the
face of rampant wartime inflation.

Congress was anxious to address the Union Pacific’s problems be-
cause the government had a much more pressing need for a transcon-
tinental railroad in 1864 than it had in 1862. The 1862 arguments
for the road hinged on a broad desire for an economically strong,
unified nation, and also on the political expediency of pleasing the
West. By 1864, the government’s desperate need for specie added
panicked haste to the Republican ambition to develop the nation. At
the price of specie escalated, the opening of Western gold fields drew
the Treasury’s eye at the same time that it fired the public’s imagina-
tion. In 1864, Congress was laboring under intense pressure to pro-
vide for the construction of a railroad to the gold fields.

Gold had entered the railroad debate in the summer of 1862,
after the specie-carrying Golden Gate caught fire and sank, carrying
with it not only two hundred souls but also $1.5 million worth of
gold. Across the North, newspapers mourned the ship’s loss. At the
same time, new Colorado mines were yielding “considerable quanti-
ties” of gold and gave “encouraging indications” of being rich in ore.
Government surveys of the Rocky and Sierra Nevada Mountains in
late 1862 and early 1863 revealed that they were “literally stocked
with minerals,” capable of producing at least $300 million to $400
million worth of gold annually. Popular newspapers trumpeted the
“bewildering” extent of Western riches; one recorded that Western
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Indians used gold bullets in their guns. The reputable American Rail-
road Journal placed the amount of “surface gold” at hundreds of
billions of dollars. Throughout 1863, talk of the West’s golden riches
grew more and more extravagant as the Union’s financial situation
deteriorated.”

Speculation about Western gold was not lost on the revenue-starved
administration. In May 1863, shortly after the Union defeat at Chan-
cellorsville, it began proceedings to assume control of Western mines.
Panicked Western officials telegraphed Washington predicting upris-
ings and even secession if the plan was enforced, and the government
quickly backed down. Despite this false start, no one forgot Western
gold. In October 1863, the new governor of Colorado sent the Terri-
tory’s first telegram to Lincoln. He assured the President that behind
Colorado’s “cordial support” stood “deposited in her stone vaults . . .
untold millions [of dollars] of gold to the credit of the Government.”*

Prospectors streamed to the gold fields, and they, too, demanded a
transcontinental railroad. In a single month in the spring of 1863, two
hundred gold, silver, and copper mining companies were organized in
San Francisco. The following month, the city reported, “The mining
fever is unabated. Six to eight new companies are incorporated here
daily.” By January 1864, miners and settlers had taken 10,041 acres
of land in one Colorado district alone.*

Republican newspaper editors, public officials, and others across
the country, anxious to promote the wealth of the nation and its
individuals, called on Congress to pass new railroad legislation. The
editor of the Chicago Tribune hoped that a railroad could be built in
a year, “as fast as money and men can do it,” to open up the route
to the gold fields. The editor of the New York Daily Tribune claimed
that the nation’s annual gold and silver production would increase to
at least $200 million as soon as just half the railroad was done. A
letter to the paper’s editor insisted that the completion of the road
would make America “the richest and most powerful [nation] on
earth.” In April 1864, an Idaho judge tried to encourage congressional
action by circulating an $800 gold nugget around the floor of the
House.*

All the attention on the West made threats to California and to the
nation’s unity seem even more dangerous. Frequent rumors of Pacific
pirates and secessionist plots kept alive the issue of California’s vul-
nerability. Worse, England was financing a railroad across Nicaragua
and another across Canada, while France was building one across
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Mexico. Soon England and France would have closer contact with
California than the Union’s East coast did. California congressmen
pressed their case for a Pacific railroad. A newspaperman in Wash-
ington recorded that Californians had long “been making urgent
representations of their need of changes and reinforcements”; in early
1864 a major-general with infantry and artillery was assigned to the
coast.”

The administration, too, was more anxious than ever for a railroad
to the West. Lincoln had encouraged the project since gaining office,
although his occupation with military matters prevented him from
pushing it aggressively. It was perhaps even more important for new
legislation that the Secretary of the Treasury, who might easily have
refused any more strains on the public credit, vigorously supported
the railroad. Chase backed the project in 1864 because the Treasury
needed specie, because he worried that Pacific pirates would pillage
seaborne gold shipments, and because California had just demon-
strated its isolation from the rest of the Union by rejecting greenbacks
in favor of gold circulation. Clearly, closer contact between the East
and West was imperative.*

Promotion of the railroad would also help Chase politically, for it
would gratify not only Californians, who supported his nomination
for President in place of Lincoln, but also Kansas senator Pomeroy,
one of Chase’s chief supporters and the author of the famous
“Pomeroy Circular” calling for Chase’s nomination. All things con-
sidered, Chase concluded that “the earliest practicable completion of
the Pacific Railroad” was of great importance to the whole country.®

Almost everyone—railroad men, congressmen, the public, and the
administration—agreed that a transcontinental railroad was impera-
tive and that the 1862 legislation could not achieve it. Altogether,
“there was a great feeling in favor of the road [in 1864],” recalled
Durant. “California was making considerable noise just then, and the
Government was very anxious to get the road through to California;
and we were therefore satisfied that we could get an amendment
which would enable us to build the road.”

Each group interested in railroad legislation presented to Congress
plans for a new bill, and each plan reflected a different vision of the
proper relationship between the government and the railroad. Real-
izing that the Treasury’s dire financial situation would prevent Con-
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gress from authorizing additional bond grants to the railroad compa-
nies, the Union Pacific directors advanced a proposal retaining the
level of government support offered in the 1862 measure while also
permitting the Union Pacific and other companies named in that bill
to sell their own bonds in amounts up to one-half the amount of the
government bonds issued. The company bonds would hold a lien on
the railroad prior to the government’s lien.’!

The Senate Finance Committee also considered the subject, asking
Chase for his ideas about a new railroad law. The Treasury Secretary
replied that the importance of the project certainly “justifie[d] liberal
aid by the National Government to the enterprise,” but he opposed
the 1862 scheme of issuing national bonds for the road’s construction
because he worried that these extra bonds would impair the govern-
ment’s credit by swelling its debt. Instead, the Secretary preferred that
the government guarantee the interest on the railroad’s own bonds.
This plan would make the railroad’s bonds more attractive to inves-
tors without harming the Treasury.’

Having scrutinized the two plans, the Senate railroad committee
came up with its own scheme. After meeting with Chase and the
Union Pacific’s representatives in early April 1864, in early May
the committee reported a new version of the railroad bill (S. 132)
“with important amendments, understood to coincide with sugges-
tions from the Secretary of the Treasury,” as one newspaper corre-
spondent wrote.*

The theory behind the new bill, its sponsors explained, was to scale
down government support of the project. Indeed, although the new
bill offered much that the railroad companies’ directors wanted, it
suggested mistrust of those involved in the project and a desire to keep
the government clear of any fraudulent activity. Under the new plan,
the government would no longer have a huge direct stake in the
scheme; it would essentially be the guarantor of the companies named
in the bill, primarily the Union Pacific, the Kansas company, and the
California company. Private investment would finance the first stretch
of road. The companies could then sell their own bonds, on which
the government would guarantee the interest, but stockholders must
continue to pay assessments on their stock until the project was
complete. Committee chairman J. M. Howard explained that the
committee wanted to remind stockholders “that there is a duty due
from them to the company and to the Government, that they are to
contribute of their own money, that this work is to be carried on by
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them earnestly, devotedly, at their own expense, and that ‘Uncle Sam’
is not the ultimate party to foot all the bills.” Despite the reduction
of government involvement in the project, the committee added to the
1862 bill’s safeguards of the public interest by making the Union
Pacific’s government directors ex officio members of all the company’s
standing committees.**

The new bill offered several concessions to the Union Pacific. It
included all of the amendments the commissioners had requested at
their first meeting, providing for the condemnation of lands along the
route, calling for the issue of one million shares of $100 each, and
nullifying the old provision for withholding bonds from the company.
It also gave the railroad until 1877 to finish construction, and it
allowed the company to use coal and iron ore from government lands
within ten miles of the road. Should the company not be able to
find ten good, usable sections of land per mile under the terms of the
1862 act, it was permitted to take twenty sections of land from a
wider radius. Probably to encourage private investment in the Union
Pacific, the committee abandoned all liens and forfeitures listed in the
1862 bill.

Although the committee’s bill offered much that the Union Pacific
directors wanted, its critical removal of the government subsidy for
the project would cripple the cash-starved Union Pacific. Instead of
offering government bonds for the construction of the railroad, the
committee’s bill permitted each company named in the bill to distrib-
ute its own first mortgage bonds, on which the government offered
to pay the first year’s interest. The government further guaranteed the
interest on the company’s bonds for twenty years. The Union Pacific
could issue up to $24,000 of thirty-year bonds for each mile of track
east of the Rockies, $96,000 of bonds for each mile over the moun-
tains, and $48,000 of bonds between the Rockies and Sierra Nevadas.
The bonds could bear interest of up to 7 percent. Companies were
forbidden to pay dividends on stock until they repaid the government
for any money it had had to advance. The committee’s retraction of
the offer of government bonds diminished the chances that the Union
Pacific would ever build, for the foundering company was out of cash
and would be hard pressed to find investors. Probably aware of this,
the committee permitted any companies named in the bill to consoli-
date and build the transcontinental railroad.

The committee may have taken this direction for any of a number
of reasons. It injured the Union Pacific because it feared that specu-
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lators, interested in short-term profits, had gained control of the
company; because it was biased against the company; because it
decided that the public credit could not stand the issue of bonds to
the railroad; or because it was simply trying to minimize the govern-
ment’s risk of losing money through the machinations of dishonest
railroad men.

As the Senate debated the bill for four days in May, it tried to
increase the Union Pacific’s viability at the same time that it guarded
against railroad speculators and monopolists. Worried that the 2,000-
share stock limit was hampering stock sales to honest capitalists who
would actually build the railroad, Lyman Trumbull advocated remov-
ing the limit altogether. Howard objected that this would enable the
stock to pass “into the hands of a very few persons who will abuse
their powers and privileges very much to the public prejudice and to
the prejudice of individuals.” The Senate tried to balance these two
attitudes: it raised the stock limit to 5,000 shares.

In their efforts to protect the transcontinental railroad from the
manipulations of unscrupulous railroad men, Republicans also tried
to circumscribe the power of the Kansas company. It refused to allow
Hallett and his colleagues to replace old contracts with ones more
profitable to themselves, and it angrily rejected a reading of the 1862
law that would allow a Kansas terminus for the whole road.

Pressured by public demand for a new railroad law, Senate Repub-
licans passed this bill by a vote of 23 to 5. New Jersey’s Ten Eyck,
often a critic of his party, gave the only negative Republican vote. The
bill’s final shape reduced the Union Pacific’s viability and indicated
the Senate’s desire to throw construction of the road to private enter-
prise, although the Senate still offered significant financial benefits to
the railroad companies. Senate Republicans clearly preferred that men
more upstanding than Hallett should build the railroad, but fearing
that further restrictions would alienate those railroad men who ap-
peared determined to complete the road, they declined either to police
the project with increased government supervision or to add more
safeguards to the bill. Instead, Senate Republicans tried to protect the
public interest by distancing the government from the scheme.

While the Senate had been working on its bill, the House railroad
committee, under the chairmanship of Thaddeus Stevens, was devel-
oping its own. Stevens owned an iron manufacturing company in
Pennsylvania and as late as February 1864 had owned full-paid stock
in the Kansas railroad company. He was, not surprisingly, a staunch
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railroad man. Stevens also strongly favored government control of
national economic affairs and utterly disapproved of Chase’s financial
policies. All of these predispositions helped to shape Stevens’s 1864
railroad plans.”

In mid-February 1864, while the House committee was consider-
ing a Union Pacific bill, Stevens expressed his desire for a popular
and honest railroad project by bringing up a new bill that granted
lands to Maine’s state-chartered People’s Pacific Railroad Company,
or PPRC, for a far northern railroad. This bill (H.R. 5) reintroduced
the old idea of a railroad’s construction by private company funded
by popular subscriptions. The government’s sole contribution would
be a large land grant.

Northern congressmen had periodically reintroduced this plan
without success since Owen Lovejoy first advocated it in 1862, but
Stevens had new reasons for reintroducing it now. English interests in
Canada threatened to link the Northwest and Canada with their own
transcontinental railroad. It was also expedient in this election year
to cater to the disaffected Northwest, which had repeatedly threat-
ened to secede from the Union. Finally, the timing of Stevens’s intro-
duction of this bill was clearly a warning to the unsavory Hallett and
Durant that the whole 1862 transcontinental railroad plan could be
scrapped and begun again on a new basis.”’

The PPRC seemed to embody the old Republican ideal of har-
mony between business and the government. Its honorable directors,
some of whom were the same influential men who had fled the Union
Pacific after it fell under Durant’s control, contrasted sharply with
Durant and Hallett. They wanted no money from the government,
asking only for traditional land grants. Basing this request on the old
“prudent proprietorship” idea, the company claimed that its rail-
road would benefit the government by increasing one hundredfold
the value of the rest of the government’s northern lands. The company
also offered to transport troops and government supplies free of
charge so long as other companies were also required to do so. A truly
popular project, the PPRC planned to build with private capital from
small investors. So confident were its promoters that citizens would
rally to them that the company’s president privately authorized
Stevens to reduce the two-year time limit for the company to sell $2
million worth of stock. He also suggested that the government could
withhold up to one-half the lands requested until the road was com-
pleted as security that the company would build the entire road.
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With this bill under consideration, in late April, Stevens further
threatened the Kansas company when he unveiled a railroad bill that
promoted the government-controlled Union Pacific over the uncon-
trolled Kansas company. The bill fulfilled the Union Pacific commis-
sioners’ old requests, reducing the face value of stock shares, releasing
bonds held by the government, providing for the condemnation of
land, and allowing the Union Pacific a later completion deadline.
Ignoring Chase’s suggestions for a new law, Stevens used the plan the
Union Pacific directors suggested. His bill authorized the railroad
companies to issue their own first mortgage bonds for half the amount
of the government’s bond issues to each company. Because this plan
would provide less revenue than the Senate package, Stevens’s bill
doubled the land grant offered to the companies. In order to guard
against manipulation of the Union Pacific by railroad speculators,
Stevens called for ten, rather than two, government directors for the
Union Pacific. His bill also prevented the Kansas company from
building without government supervision. Finally, Stevens’s plan re-
quired the Kansas company to settle its internal strife before it re-
ceived any government aid at all.”’

Stevens bolstered the Union Pacific and attacked the Kansas com-
pany not only because of his support for an increasingly strong na-
tional government but also because, despite the Kansas company’s
attempt to monopolize the transcontinental railroad project, the com-
pany could never actually complete the road unless it straightened
out its internal affairs. The company was embroiled in lawsuits be-
tween Hallett and Frémont, who were each struggling to wrest control
of the company from the other, and the railroad’s original owners.
Worse, holders of old, partly paid stock certificates, most of which
had been illegally distributed to help the road receive Senate approval
for dubious Indian land treaties, were suing the company for its
refusal to honor their shares. Stevens, who very probably still held
full-paid stock in the company, was determined to force the company
to make itself viable and thus profitable. Further, as a legislator, he
was determined to make sure that the Kansas company did not take
government subsidies and monopolize the railroad only to tumble in
a morass of lawsuits.*

When Stevens attacked the Kansas company, Durant panicked. The
railroad promoter had invested in the line, planned to make a large
profit on its construction, and was considering abandoning the Union
Pacific to build the unsupervised Kansas railroad west. Accompanied
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by his lawyers, Durant called on Stevens to discuss his assault. They
found Stevens adamant that the objectionable provisions would re-
main unless the Kansas company settled its affairs. Stevens pointed
out that the outstanding claims against the Kansas company were
already more than the proposed government bond issue. This left
the government’s contemplated investment completely unprotected.
Stevens suggested that the several contending parties and their law-
yers, who were all in Washington pushing the claims of the Kansas
company, should settle matters among themselves.*!

Addressing Stevens’s ultimatum, Durant revealed that he was not
the sort of director Congress had envisioned at the head of the trans-
continental railroad project. Durant apparently believed that Stevens
would prevent the passage of any new Pacific Railroad bill, thus
killing the Union Pacific as well as the Kansas road, as long as the
Kansas company was in such disarray. To prevent the Kansas trouble
from destroying the imperative new legislation, Durant commissioned
his lawyer to buy off the battling Kansas investors; many years later,
the attorney admitted that in his negotiations he parted with over
$250,000 worth of Union Pacific and Kansas railroad bonds. Prob-
ably not all of this went to sort out the Kansas trouble; some undoubt-
edly bought off troublesome competitors.®*

In mid-May, while Durant scrambled, Stevens brought the PPRC
bill to a vote. House reaction to this measure showed how completely
the Republicans were now willing to assert Congress’s economic role
in the country. In 1860, party members had been unwilling to allow
Congress to charter a corporation or to authorize any state or national
company to build through states. Made more confident of government
authority by Congress’s increased wartime activities, by 1862 party
members announced that Congress could charter national corpora-
tions. They did not, however, assert the authority of a national cor-
poration to operate within a state, and actually tried to prevent the
Union Pacific from intruding on the rights given to the LP&W under
a state charter. During the debates over the 1862 bill, sectional jeal-
ousies prompted an examination of the government’s proper role in
national development, and this exploration strengthened Republicans’
belief in the authority of the national government over the country’s
economic growth. By 1864, a majority of congressmen refused to
permit a state-chartered road to build a transcontinental railroad,
believing that only a national company could build a national rail-
road. They rejected Stevens’s bill.



202 + “It Was Statesmanship to Give Prairies Value”

Stevens revived the scheme a week later. His new Northern Pacific
Railroad bill (H.R. 483) created the nationally chartered Northern
Pacific Railroad Company. The House passed the bill on May 31 by
a vote of 74 to 50 with almost no debate. Stunningly, this assertion
of national power meant that the Congress had chartered a corpora-
tion with the power to build through states, although it did require
that the company obtain consent from the legislatures of any states
through which the road would pass. In 1862, regional interests had
helped to increase the government’s authority in a railroad project,
and the same was true in 1864. Northwesterners, who wanted a
Northern railroad, wholeheartedly supported the bill. All the votes
from the upper Northern states—Wisconsin, Minnesota, and Michi-
gan—were affirmative, while most representatives from Indiana and
Ohio voted nay. The Senate passed the bill with amendments in late
June without a roll call vote, and a conference committee easily
reconciled the two versions. Lincoln signed the bill on July 2, 1864.¢

In early June, after he had sent the Northern Pacific bill to the
Senate, and after the Kansas railroad had announced that its affairs
were settled, Stevens reported a revised Union Pacific bill (H.R. 438)
to the House. Although this bill did not directly attack the Kansas
railroad, it still favored the government-controlled Union Pacific. The
House committee, unlike the Senate, hoped to keep the transcontinen-
tal railroad scheme from abuse by increasing the government’s in-
volvement in it.5

Benefiting the Union Pacific, the bill called for $100 shares, pro-
vided for the condemnation of lands, repealed the government reser-
vation of bonds, and doubled the 1862 land grant. In a welcome offer
to the impoverished corporation, it permitted companies to issue their
own first mortgage bonds in an amount equal to the full amount of
the government bonds. It strengthened Union Pacific credit by repeal-
ing the provision of the 1862 bill that made the entire road liable to
forfeit if any branch forfeited on bonds or failed to build. To in-
crease government supervision of the railroad’s construction, the bill
provided for five of the twenty Union Pacific directors to be named
by the President and placed at least one government director on each
of the Union Pacific’s standing or special committees. In contrast to
the Senate bill, this measure would enable the Union Pacific, with
its government directors and central route, to mount an effective
challenge to the Kansas railroad’s monopoly of the transcontinental
project.
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The bill also made some allowances for the Kansas company as
long as its directors were actually building across the country, rather
than speculating for short-term gains. Removing the previous bill’s
restrictions on the company, the new measure permitted it to meet the
Union Pacific as far west as the Kansas company deemed “practicable
or desirable” and allowed it to build the whole road if the Union
Pacific was not proceeding in good faith.

After four days of inconsequential debate, in mid-June two repre-
sentatives attacked the House committee’s bill and revealed their
distrust of Durant. New York Democrat John V. L. Pruyn was the
first man in the history of wartime transcontinental railroad legisla-
tion to argue seriously for government ownership of the railroad. An
investor in the Union Pacific and the man who recommended to the
Union Pacific commissioners in 1862 that they seek a new law, Pruyn
had come to loathe Durant. Pruyn apparently recognized that Durant
meant to profit by rigged construction contracts for the road, al-
though he did not disclose his suspicions to Congress. Since the
government was funding the project, Pruyn argued, the government
“ought to control or own it.” If the House refused to take charge of
the road, he said, he would insist on having even greater control of
the company than the committee’s bill offered. Pruyn wanted the
President to determine the road’s whole route, not just its eastern end,
and he wanted the Secretary of the Treasury and the Attorney General
to approve the company’s construction contracts before any govern-
ment bonds were delivered. Pruyn presented one amendment giving
control of the road to seven government commissioners and, later, one
proposing government review of contracts.

Government ownership of the road was not a popular idea with
Republicans for, despite their misgivings about Durant and Hallett,
they felt that private individuals interested in a company made better
businessmen than public servants. They also feared government cor-
ruption and the potential for government monopoly of power and,
further, they doubted Congress’s authority to direct a corporation. A
Republican congressman had indeed suggested government owner-
ship of the transcontinental railroad in 1860, when a Democratic ad-
ministration would certainly have vetoed any such bill and long before
the war drained the Treasury. Since that time, whatever confidence
the Republicans might originally have had in the purity of their own
administration had been sorely tried by scandal after scandal in the
War Department and in the wartime public service. Lincoln himself
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privately dismissed government ownership of the road as impossible,
citing above all the severe demands on the wartime Treasury. One
congressman concluded:

It has always been the theory, at all events of gentlemen upon this
side of the House, that the Government ought not to appoint their
own Federal agents for any great work of internal improvement . . .
I am for intrusting this great work to men who are willing to give
their time, energies, and capital to it, and am therefore opposed to
breaking up the present organization and giving it to the disinterested
gentlemen, acting as agents of the Government.

Pruyn’s amendments failed by overwhelming margins.*

While Pruyn hoped to protect the government from unscrupulous
operators by increasing the government’s involvement in the trans-
continental railroad project, Illinois Republican Elihu B. Washburne
hoped to protect the government by decreasing its involvement. Wash-
burne, too, had noted that those running the project in 1864 were not
the public-spirited trustees that Congress had envisioned in 1860 and
1862, but were “bad . . . and unprincipled men . . . callous to all the
obligations of patriotism or honor” who planned to plunder the
government through speculation.

Washburne ruined his efforts to amend the bill by complaining that
the new bill undermined government authority in the project and that
it appropriated new government funds. His colleagues noted that the
new bill actually increased the number of government directors in the
company, while its main purpose was to prevent the Kansas railroad,
which under the old bill had no government control at all, from
commandeering the entire project. Further, the bill did not in fact
appropriate any new funds.

Stevens, always at his best when attacking a weak position, joined
Iowa’s Hiram Price in ridiculing Washburne’s accusations. Pointing
out that the new bill gave no new government funds to the railroads,
they explained that since the government was unable to give the roads
enough money to build in the current inflationary climate, the com-
mittee had unanimously decided to ease the terms of the old law. The
railroad could not be built without new legislation, Stevens argued,
and the House bill offered less than the railroad men wanted. It also
would guard the government more fully than the Senate bill, which
“pledged the Government to guaranty the interest in coin upon bonds
to twice the amount to which the company is entitled under existing



The Transcontinental Railroad -« 205

law.” Both Stevens and Price pointed to Dix’s presidency of the Union
Pacific as proof that the company was honorable and intended to
build the whole road.

The House rejected Washburne’s attempt to prevent the compa-
nies from issuing first mortgage bonds, a confused provision that
would have protected the government’s mortgage but would have
killed government control of the railroad construction by eliminating
the cash-poor Union Pacific and throwing the project to the Kansas
company.®®

Despite the fact that Republicans rejected the plans of Pruyn and
Washburne, few retained the outdated view that financiers would be
willing to build the transcontinental railroad solely out of public
spirit, trusting to the future to determine whether or not the railroad
would turn a profit. Still believing that private enterprise would prove
more efficient than the government at building the road, and uncon-
vinced that the government could either practically or legally under-
take an internal improvement project alone, congressmen sought to
achieve the public goal of a transcontinental railroad without suffer-
ing frauds on the public treasury. Senate Republicans scaled back
government interest in the road in case railroad men proved more
interested in short-term profits than in completing the project. Deter-
mined to have a railroad, House Republicans tried to guarantee that
the railroad men would complete construction. Unwilling to go so far
as to bar even disreputable men from the undertaking if they showed
the ability to accomplish it, the House increased government involve-
ment in the road and hedged the new bill with safeguards to protect
the public purse from abuse by men like Hallett.

In late June 1864, the House passed the bill by a vote of 70 to 38.
Fifty-six Republicans made up the body of the majority; twenty-seven
Democrats spearheaded the minority. Of the fourteen Democrats who
voted aye all but one came from the West, iron-producing Pennsylva-
nia, or New York. Other than Washburne, the eleven Republicans
who voted nay were mainly those who often switched sides in voting,
including three representatives from Kentucky and one from Mary-
land. Pruyn declined to vote because of his position as a stockholder
in the company.

When the Senate refused to replace its own bill with the House
version, Congress set up a conference committee. It reported on July
1, the day before the House was to adjourn. The committee’s com-
promise reflected House Republicans’ inclination to increase the gov-
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ernment’s role in the project. It retained the House bond provision,
which required the issue of government bonds and permitted the
companies to issue bonds. The compromise retained the doubled land
grant, but cut bond grants to the Kansas road for one of its branches.
The committee also added its own provision to the plan in order to
guarantee that the Kansas company could not build the entire road
without government supervision. The committee allowed any two
companies mentioned in the bill to consolidate and to construct any
portion of the railroad left undone by the other companies, but
any such consolidated organization was subject to the same “terms,
conditions, restrictions, and requirements” as the Union Pacific. Both
houses accepted the report, and Lincoln signed the bill on July 2,
1864.

Congress had tried to adjust the terms of its wartime railroad legisla-
tion to limit the power of unscrupulous railroad men, and it expanded
the government’s oversight of the work; but ironically, the Republi-
cans’ desire to keep the transcontinental railroad from Hallett’s grasp
opened the way for later railroad corruption. In 1864, the Republi-
cans increased the Union Pacific’s privileges in an effort to keep the
transcontinental railroad project from the monopoly of the unpopular
Kansas company. Congress permitted the Union Pacific to issue its
own bonds, up to a certain amount, for each mile of railroad con-
struction. But Congress imposed no requirements about estimates,
open bidding, or acceptance of the lowest bid for the work to be done.
The men running the Union Pacific organized a construction company,
the Crédit Mobilier, which was the only bidder for construction con-
tracts. Without competition, the company could bid just slightly un-
der the upper limit of the cost Congress had permitted. Since the
actual work cost much less, the construction company pocketed huge
profits. The system did not apparently violate the letter of the law,
since it took no funds from the government and stayed within the
legal limits of the railroad’s bond issues. Further, the Crédit Mobilier
scheme may well have been imperative to encourage investment in
the Union Pacific. There was no doubt, however, that this twist was
one that most congressmen had not foreseen when they drafted the
1864 bill.

The loophole revealed that the rapidly expanding national economy
antiquated the Republican belief in a harmony of interest between
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government and business. With the Curtis bill, the Republicans pro-
posed using private enterprise to achieve public ends and, throughout
the war, Republican congressmen continued to legislate as if private
railroad companies shared the public’s interest in the speedy, efficient
construction of a transcontinental railroad. With each succeeding
railroad bill congressmen tried to guard against speculators, but they
adhered to the expectation that members of the private companies
actually intending to build the railroad would act as public trustees.
Personally knowing and trusting those they initially named as incor-
porators, Republican congressmen legislated as if, once in power, such
men would always operate the transcontinental railroad project in the
public’s interest.

The new American business world was no longer a small commu-
nity of well-known individuals. The original, reputable trustees in
charge of the Union Pacific gave way not to speculators who bilked
the Treasury without laying a rail, but to businessmen who gave the
public a railroad and who, having assumed great financial risk to
build the road, worked hard to make the highest possible profits from
their investment. One Republican wrote in disgust that these men
seemed unaware of “the great purposes of Congress. They seemed to
treat it as a purely private transaction, out of which they might get
all the money they could, without any obligation to carry out the act
according to its spirit.” This was especially offensive because Oakes
Ames, a key figure in the Crédit Mobilier affair, was a Republican
congressman who had possibly entered the company at Lincoln’s
request to get construction under way. But the machinations of the
Union Pacific men were, at least in part, rational responses to the
difficulties of financing national projects; under its idealized 1864
investment plan, by contrast, the Northern Pacific could not build.¢

The Crédit Mobilier gang apparently had not abused the govern-
ment funds as Republicans had feared speculators would doj it had
instead profited at the expense of bondholders, who could not moni-
tor the company closely enough to detect inflated contracts. The size
and scope of the Union Pacific belied the Republican idea that indi-
vidual investors would force a private company into efficiency and
honesty. With unknown individuals controlling private enterprise and
without a guarantee that the private sector could police its companies,
the government could no longer depend on businessmen, who often
searched for short-term profits rather than prudent investments, to
share public interests. At the same time, government-appointed direc-
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tors and commissioners were often political appointees who knew
nothing of railroads and had such poorly defined roles that they had
little impact on the plans of the railroad men.®

Over the years since the Crédit Mobilier scandal, historians have
repeatedly accused Republican legislators of accepting bribes for their
positive votes on the transcontinental railroad bills. As in any govern-
ment with close ties to business, some Republicans doubtless found
their advocacy of railroads lucrative. Kansas senators Lane and
Pomeroy were almost certainly involved in shady LP&W deals when
railroad bills were before Congress. The votes of these two and other
financially compromised representatives like them, however, could not
pass these major bills alone. In 1862, a desire to develop the country
and popular pressure for the railroad drove Republicans to vote for
the best Union Pacific Railroad Act they could devise. In 1864, Re-
publicans operated not only under the same desires, but also with the
additional pressure of the government’s need for specie and the pub-
lic’s frenzy to reach the gold fields.”

Regardless of the ways in which they may have abused Congress’s
intentions, railroad men did indeed build a transcontinental railroad,
joining the Union Pacific and the Central Pacific at Promontory Point,
Utah, in May 1869. By constructing the road, they achieved a great
Republican goal.

In many ways, the impulse behind the creation of a transcontinental
railroad epitomized Republican thought. A railroad to the Pacific,
Republicans argued, would help to develop the country’s agricultural
base and thus create a great commercial nation, which would advance
far beyond the countries of Europe. Wartime necessity bolstered the
general Republican desire for a transcontinental railroad. The need to
protect the West coast encouraged Republican support for the 1862
act from almost the beginning of the war, and in 1864 the nation’s
desperate need for gold and the swelling immigration West added to
the Republican belief in nurturing the nation’s progress. Republicans
believed that a railroad to the Pacific was militarily and economically
vital to the nation. As a railroad advocate had insisted in 1862,
Republicans believed that a transcontinental railroad would make
America “the greatest nation of the earth.””



7 “See That All Their Blessings
Are the Result of Their Own

Labor’: Republicans and
Slavery

I saw a train of some 6 or 7 thousand negroes, men, women and
children, start for Wilmington and freedom today. Bundles on
their heads, children in arms, some on mules, some in old wagons,
all poorly clad and many with little to eat. They will do anything,
suffer anything for freedom. They go they know not where. I can
only think and say to myself God will care for them.

—General Oliver Otis Howard, 1865

While the war led the Republicans gradually to reform the country’s
monetary and revenue systems and permitted them to further agricul-
tural progress and railroad construction, it also forced them to con-
sider the crucial issue of what role black people would assume in the
national life. First the question of slavery and later the need to facili-
tate the transition of black Americans from slaves to free laborers
consumed much of the wartime Republicans’ energies. Military exi-
gencies dictated freedom for slaves in rebel areas, but left to Congress
the tasks of both establishing freedom for slaves in nonrebel lands
and helping the new freedmen fit into the Republicans’ vision of
political economy. While the solutions party members found to these
issues drew almost hysterical Democratic accusations that the Repub-
licans were creating a national despotism, those same solutions lim-
ited in critical ways the scope of the national government’s economic
activities.

The battle over slavery had been heated for decades before the war
and, if it was not the sole cause of the sectional confrontation, it did
much to inflame the conflict between North and South. Since racist
thought influenced most Northerners before the war, only a handful
of abolitionists actively opposed black slavery, and their emphasis was
moral and religious rather than economic.' By 1860, however, Repub-
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licans generally agreed that slave labor had no part in a healthy
political economy. Slavery, they argued, misused or wasted labor, and
they pointed to the apparent poverty of the Southern states, especially
those suffering from soil exhaustion, as proof. Republicans also ar-
gued that slave labor degraded white labor and undercut wages, and
party members feared that competition from slave labor in the terri-
tories would undermine the North’s economic system.?

Before the war, few if any Republicans made the logical step from
disliking the institution of slavery to calling for emancipation. Rather
than wishing to free bound workers, Republicans hated the land and
money monopoly evident in the South and hoped to keep those white
oligarchical tendencies from corrupting the North or the territories.
Party members feared that wealthy slaveowners, characterized as the
Slave Power, were plotting to destroy Northern free institutions and
to spread slavery, with its classes and monopolies, to the North. In
this framework, Republicans perceived slaves not as fettered free
laborers but as the tools of rich Southerners who would destroy free
white workers with competition from cheap slave labor.?

Thus, prior to the war, the Republican party called only for slavery
to be contained in the states where it already existed; most Republi-
cans insisted that they did not wish to interfere with state institutions.
The Republicans’ 1860 Chicago platform affirmed that “the right of
each state to . . . control its own domestic institutions according to
its own judgement exclusively, is essential to the balance of power on
which the perfection and endurance of our political fabric depends.”*

Revealing their lack of sympathy for the South’s bound workers,
Republicans devoted much of the 1860 campaign to reassuring po-
tential Northern voters that their policies would guarantee that black
slave labor would never compete with white labor in the North or the
territories. With Democrats charging that the “Black Republicans”
would inaugurate a new era of amalgamation and competition, Re-
publicans anxiously sought to assuage white fears, especially in the
West, where racism was strongest. Party members, including at least
one long-standing abolitionist, forcefully declared that slaves were not
equal to white workers and declared that black people would never
move North because they were suited only to a hot climate. With the
territories free for white labor, Republicans planned to leave slavery
intact and black workers out of sight in the South.’

The outbreak of war in April 1861 might have made no differ-
ence in the status of slaves had it not been for the economic role that
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black people played in the conflict. Northern dislike of slavery indeed
reached fever pitch after the fighting began, but calls for the abolition
of slavery under the war powers were countered by pleas for the gov-
ernment to concentrate on restoring the Union. While many Northern
citizens peppered Congress with petitions to end slavery, others asked
Congress “to drop the negro question, attend to the business of the
country, sustain the President and General McClellan . . . and main-
tain the Constitution.” The war did ultimately cause much of the
black slave population to run away from masters, but even this might
not have altered the pattern of slavery. Without Northern willingness
to abrogate the Fugitive Slave Law, the return of fugitives might well
have undercut the mass movement of slaves to freedom.¢

The black population’s contribution to the Southern war effort
launched a revolution in Northern attitudes about black labor shortly
after the firing on Fort Sumter. Republicans had tended to disparage
slave workers, but by the beginning of May 1861, Republicans had
already noted that Southerners were using their slaves as laborers
to support the Confederacy, and party members began to perceive
black workers as important to the Confederate military.” As the month
progressed, Republican newspapers announced that “negroes . . .
have . . . been employed to do nearly all the labor of the war thus
far.” The New York Times revealed that Republicans were beginning
to recognize black workers as a valuable labor force when it attributed
the fall of Fort Sumter to the work of slaves. “Without the black
engineers and laborers that South Carolina impressed into her service,
Major Anderson might have remained in Sumter till doomsday,” it
insisted. Quickly, party members concluded that black labor was
critical to the Southern military. “Rebels Employing Negroes,” a
front-page headline of the Chicago Tribune announced, and the editor
told the South to beware: “The temper of the loyal masses will not
tolerate such warfare.”?

The “loyal masses” moved much more slowly to oppose the South-
ern use of slaves in the army camps than the military did. In the first
month of the war, in order to appease border state sentiment, the
Northern army had scrupulously returned runaway slaves to their
masters. As it became clear that slaves were important army workers,
however, this policy seemed suicidal. In late May 1861, General Ben-
jamin E Butler, commanding Union troops on the Virginia coast at
Fortress Monroe, refused to continue to supply his enemy with labor.
He sent a dispatch to the War Department declaring that he would
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not return to their masters black slaves who had been used in a
military capacity. If fugitive slaves crossed his lines, Butler wrote, he
would employ them as laborers and charge their care against their
wages. The War Department’s reply accepted the new impression of
Southern slave workers and authorized Butler to “employ such per-
sons in the service to which they may be best adapted.” “The question
of their final disposition,” the Secretary of War cautiously concluded,
“will be reserved for further determination.””

Republican newspapers, even those that opposed emancipation,
recognized the value of slaves to the Confederacy and praised Butler’s
handling of “contrabands,” as he termed fugitive slaves in recogni-
tion of their military value. Many newspapers had been calling for
the army to cease returning runaways, both to hurt their masters
economically and to weaken the Confederate war effort, and were
pleased to see their advice heeded. “Bully for [Butler]!” wrote a
correspondent of the Indianapolis Daily Journal. “Slaves can be used
by the traitors in constructing fortifications, in transportation, in
actual military service, and being property they are just like any other
property used in such service, ‘contraband of war.””1°

Republicans hoped that fugitive slaves taken from the Confederate
war effort would aid the Union forces as they had helped the South.
Party members believed that, once they knew they would not be
returned to hostile masters, slaves would desert the Confederacy and
help the North. “Whenever now the Federal Army moves in the rebel
States,” an article in the Chicago Tribune read,

the black population will fall into its rear and become valuable and
trusty colaborers for its success. Under the hot sun of a Virginia
and Tennessee summer, they will prove their worth in the discharge
of the galling and laborious duties of the camp. In fortifying posi-
tions, in providing forage, in cooking, washing, tending the sick and
wounded, they will each man do a soldier’s work, relieving the troops
of much that is laborious and unpleasant in performance, and, in a
Southern climate, injurious to the health.

Days after Butler’s proclamation, the Philadelphia Ledger and Tran-
script reported that over one hundred fugitive slaves were already
hard at work in Fortress Monroe. The Philadelphia editor suggested
to the Southern newspapers that “have been boasting of their slaves
as an element of strength in war” that the slaves might hurt, as well
as help, the Southern cause."

The growing belief in the importance of black labor for both armies
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inspired little action by congressional Republicans until the late sum-
mer of 1861. Until mid-July, much of the North perceived the Civil
War as a rebellion of the hotheaded slaveholding aristocracy and
believed its martial ardor would fizzle when the North crushed its
army with one blow. The First Battle of Bull Run, however, which
took place on July 21, left the Union army battered and bleeding, and
shattered the North’s complacency. Stunned, Republicans in Congress
quickly moved to strike deeply at the Confederacy’s war effort.

Shortly after the special session of the Thirty-Seventh Congress
began, the Senate had asked the Judiciary Committee to consider a
bill (S. 25) to confiscate the property of Confederates. Clearly illegal
during peacetime, this plan was justified as a military necessity. The
day after the Battle of Bull Run, committee chairman Lyman Trumbull
of Illinois reported the bill with an amendment that revealed the
Republican conviction that slave labor fortified the Confederacy.”

Trumbull’s amendment, as he told the Senate, would forfeit the
right of a master to any slave he willingly consented to use “in aid of
this rebellion, in digging ditches or intrenchments, or in any other
way.” Henry Wilson of Massachusetts applauded the proposal, argu-
ing that the Union should no longer return fugitive slaves, whom
Southerners were “using to erect batteries to murder brave men who
are fighting under the flag of their country.” The Senate overwhelm-
ingly supported Trumbull and Wilson, passing the amendment by a
vote of 33 to 6 before agreeing to the confiscation bill itself. A
Democrat from California and one from Oregon joined the Republi-
can majority, while border state Democrats and Old-Line Whigs made
up the minority.

House opposition members had gathered their forces to oppose the
measure as the Bull Run panic cooled, for they noticed what they saw
as a dangerous shift in Republican attitudes and reasoned from their
observations that the confiscation plan could easily become one of
outright emancipation. Republicans insisted that the bill was limited
and touched only those slaves used actively for the rebellion, but
Democrats recognized that Republicans were already beginning to
perceive all slaves, not just military workers, as vital to the Confed-
eracy and thus important to confiscate. Pressing their accusation that
Republicans were embarked on a path of total emancipation, oppo-
nents of the bill forced its sponsor to admit that slaves producing
“corn and wheat and hay” for the rebels were contributing to the
Confederate military effort."

Faced with Democratic charges that the Republicans were trying to
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subvert the Constitution and emancipate all Southern slaves, Repub-
licans rooted their actions with regard to the slaves firmly in the
authority given Congress by the war powers to do whatever was
necessary to gain military advantage. On the basis of the war powers,
Republicans overrode Congress’s February 1861 resolution “that . . .
the Congress of the United States . . . [has no] constitutional right to
legislate upon or interfere with slavery in any slaveholding state.” As
Thaddeus Stevens announced: “I thought the time had come when the
laws of war were to govern our action; when constitutions, if they
stood in the way of the laws of war in dealing with the enemy, had
no right to intervene.” While removing Republican embarrassment
over their earlier pledge not to attack slavery, this theory set early
party efforts on behalf of African-Americans under extraordinary
wartime powers.

After the Republicans had agreed to limit the scope of the measure
to the present rebellion and to the slaves used in military labor, it
passed by a vote of 60 to 48. Eleven Republicans from across the
North joined the opposition; Republicans alone comprised the major-
ity. Democrats in the Senate forced a vote on the House’s minor
amendments, but although they managed to marshal more Democrats
for this vote than for the original vote on the bill, they could not shake
the steady Republican majority.'

Lincoln signed the Confiscation Act on August 6, 1861, the day
before the special session of the Thirty-Seventh Congress adjourned.
Congress had taken its first step toward freeing what Republicans
were coming to view as the South’s most important laboring popula-
tion. It had done so under the authority of the war powers and in
response to a perceived military necessity.

As the House debate foreshadowed, limiting confiscation to the few
captured slaves employed in a specifically military capacity seemed to
many Republicans a weak solution to the problem of slaves working
for the Confederacy, especially in light of the Confederates’ repeated
boast that cotton, cultivated by slaves, would win the war as cotton
shortages forced European intervention in the conflict. By the summer
of 1861, radical Republicans were calling actively for emancipation.
When General John C. Frémont, always attuned to popular move-
ments, obliged these party members by proclaiming in late August
1861 that slaves of disloyal masters in Missouri were free, most
Republican newspapers, even those that opposed general emancipa-
tion, applauded. “What does it matter whether a slave bears a gun
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himself in the rebel Army, or stays at home and supports his master’s
family, in order that his master may be free to bear arms against the
Government?” read an article in the New York Times. “In either case
it may be said the negro furnishes a recruit to the rebel Army, and is
therefore employed in hostility to the Government.” One Washington
reporter commented that the proclamation was universally popular,
because “every slave belonging to a rebel, though employed in hoeing
corn and hilling tobacco, or picking cotton, is giving aid and comfort
to the rebel cause.” When the President rescinded Frémont’s prema-
ture proclamation, the New York Times admitted that the administra-
tion must run the war, but remarked that the proclamation was
“beyond all question . . . in harmony with public sentiment through-
out the Northern States.”"

Republicans determined to weaken the Confederacy increasingly
emphasized the value of domestic black labor (that is, field and indus-
trial workers) to the Southern war effort. From Boston pulpits, min-
isters told their congregations that slaves helped the enemy. The New
York Times reminded its readers that “it has long been the boast of
the South . . . that its whole white population could be made available
for the war, for the reason that all its industries were carried on by
the slaves.” The moderate Philadelphia Daily Evening Bulletin re-
ported that while white Southerners devoted themselves to fighting,
“the real hard work of the rebel armies, without which they would
have been long ago compelled to disband, is done by the slaves.” More
radical, the Chicago Tribune ran article after article on the critical
Southern need for black labor to back the war effort. Looking at the
employment of virtually the whole Southern black population, includ-
ing women and children, in the fields and in the military, the Tribune’s
editor concluded: “Those four millions of slaves off-set at least eight
millions of Northern whites.” If the South were deprived of slaves,
the editor insisted, the rebellion would collapse.'¢

At the same time that they emphasized the value of Southern do-
mestic slave labor, Republicans also began to dwell on the potential
importance of black labor to the Northern military. “The Government
needs their labor,” the New York Times told its readers in August
1861, and by October, a correspondent of the Philadelphia Daily
Evening Bulletin reported from Fortress Monroe that the more than
eighteen hundred contrabands in camp “are of great use to Uncle
Sam.” He concluded, “I don’t see how we could do without their
labor.” In the same month, the Indianapolis Daily Journal reprinted
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a New York Daily Tribune article on the critical nature of black labor
at Fortress Monroe. “I venture to say,” wrote the article’s author,
“that [the General there] can better spare from his department an
equal number of soldiers than the negroes.” By the end of October,
the New York Times reported that the presence of fugitive slaves on
a naval expedition was “of immediate and vast importance” because
of their ability to work. “No better class of laborers could be found—
indeed, none so good for the purpose, in all the population of the
United States,” the author concluded.”

It seemed that African-Americans could be as important to the
Union military as to the Confederacy, but few Republicans gave much
thought to their domestic value to the Union. Then, in November
1861, General T. W. Sherman captured Beaufort, South Carolina, and
some of the Sea Islands of Georgia and South Carolina, giving the
North a chance to test whether the fugitive slaves could provide the
same domestic help to the Union cause they had apparently furnished
to the Confederates. Republicans were quick to embrace the idea that
contrabands would produce cash crops for the Union. “The blacks
around Beaufort continue to flock into our lines,” reported the New
York Times. “There needs no suggestion what to do with them. The
unpicked cotton is to be gathered now by the same hands, though
those hands hold quite a new relation to the cotton and to mankind
... It will be a splendid piece of poetic justice to hear that the King
[Cotton] on whom [Southerners] relied to work out their nefarious
designs is not only helpless to aid them, but is chained captive to the
triumphal chariot of the advancing and conquering Union.”'®

Since the ability of black people to produce revenue was being
tested, it was fitting that the Secretary of the Treasury, to whom
control of abandoned lands and property fell by the terms of the
Confiscation Act, began to organize black workers in the captured
region. Recognizing both that the Treasury needed to exploit all
available sources of revenue and that Southern African-Americans
must appear productive quickly if emancipation sentiment were to
continue to grow in the North, antislavery Treasury Secretary Salmon
P. Chase appointed an agent to collect cotton in the captured areas
after it had been picked by the local black population. Shipped north
and sold, the Southern cotton would provide money for the Union
treasury.

The public greeted the arrangement joyfully. Republican newspa-
pers promised their readers that ex-slaves would produce cotton for
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the market in exchange for wages, and many party members con-
cluded that black labor would be as useful in domestic production as
in the army. Observing the Sea Islands, a New York Times columnist
revealed the revolution in Republican attitudes about the value of
black labor when he reported that “the labor of every slave, . . . if he
be put at the proper kind of work, and properly handled, is worth
more than the labor of two white men.”"

When President Lincoln welcomed the second session of the Thirty-
Seventh Congress with his December 3 message, he opened the ques-
tion of the role of black labor in the wartime Union. Noting that the
August Confiscation Act had liberated many slaves, Lincoln tried to
appease border states by recommending colonization for the freed
slaves and other willing free black people “in a climate congenial to
them.” Some Republicans, especially in the lower Northwest, ap-
plauded the President’s suggestion, but many newspapers warned that
Lincoln’s plan “does not come up to the wishes of the people of the
North,” and even members of his cabinet questioned a policy of
exporting black workers. The role of black people in the Union war
effort and in the Northern economy would be heavily debated in
1862.20

As soon as the congressional session began, propositions to free the
domestic slaves of rebels poured into Congress. The editor of the
moderate Philadelphia Daily Evening Bulletin reflected that few op-
posed confiscating “the only element of the Southern population that
gives the rebellion a formidable character,” and indeed, confiscation
of rebel slaves enjoyed wide Republican support. Some conservatives
did worry, however, that Congress would “overleap [the] limits” of
confiscation of workers and advance into general emancipation, thus
alienating both the border states and much of the public.?!

The Senate began discussion of a second confiscation measure in
January 1862. It had referred to the Committee on the Judiciary all
of the many proposed confiscation plans, and in mid-January Trum-
bull reported the committee’s own bill (S. 151). Explaining the meas-
ure, he told the Senate that it would confiscate the property of rebels,
free their slaves, and forbid the army to return fugitives. The commit-
tee thus recognized the importance of domestic slave labor to the
Confederacy but, bowing to pressure from the border states and from
Northern conservatives, it rejected the idea that the Union could also
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use free black labor in any but a military capacity. The final, critical
element of the committee’s bill was a provision for colonizing freed
slaves who were willing to leave America.

In the North, as the bill made clear, the desire to deprive the South
of its domestic labor force tangled inextricably with the question of
the place of black labor in a free American society. Trumbull explained
that the committee intended the bill’s colonization provision to ad-
dress the West’s aversion to free black people. Accurately gauging
prevailing Western opinion, he explained: “When we tell [our con-
stituents] that slavery has been the cause of this rebellion and that the
traitors who are fighting us are supported by their slaves, they admit
it”; he continued, “but they say: “What will you do with them; we do
not want them set free to come in among us; we know it is wrong
that the rebels should have the benefit of their services to fight us; but
what do you propose to do with them?’”?

Senators responding to the colonization provision of this second
confiscation measure expressed a range of opinion about the place of
black people in America. As soon as Trumbull finished speaking,
Kansas senator Samuel Pomeroy revealed that he had come to see
slaves as potential productive members of a characteristic Republican
free labor political economy. He expressed a wish that black laborers
be accorded a role in a free economy, preferably in a reconstructed
free South, but he hinted that they could perhaps also be welcome in
the North. Opposing the idea of colonization of ex-slaves, Pomeroy
expressed his complete willingness to colonize slaveholders instead,
for they “are dangerous, and they are not producers.” The country
could not spare workers, this senator from a labor-starved state in-
sisted. He dismissed as “unworthy of the Senate” the “miserable
prejudice” which maintained that a laborer would not be allowed to
live in America “on account of his color.”

Border state conservative Waitman Willey opposed Pomeroy and
presented the opposite extreme of Republican opinion about black
people’s potential contribution to a free labor economy. Recoiling
both from the expense of colonization and from the idea of a free
black population, Willey advocated leaving the slaves as they were.
The Republican from Virginia’s pro-Union delegation defended his
opposition to the committee’s measure by emphasizing “the negro[’s]

. . condition[,] . . . helplessness, . . . [and] want of all the habits of
self-sustenance.” If Pomeroy’s black people were desirable laborers,
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Willey’s were useless children whose inability to support themselves
made them depend on slavery to guarantee their own survival.

The committee had presented the colonization scheme because “it
was thought important that the policy of the Government should
be declared upon this subject,” but that policy was not to be so
easily decided. Many Republican senators joined Democrats to pro-
test sweeping confiscation measures, and their opposition hobbled this
bill. Arguments about whether Congress had constitutional power to
confiscate property obscured the emancipation issue, and finally, in
May 1862, the Senate created a select committee on confiscation to
craft an acceptable measure. It would be important that, while the
committee’s nine members embraced a range of ideas, the committee
chairman, Daniel Clark of New Hampshire, was dedicated to the
abolition of slavery.?*

Although the initial Senate second confiscation measure died, the
debate over it indicated the shifting trend of Republican images of
freed slaves. Northern belief in the value of slaves to the Confederacy’s
military organization made Republicans perceive the slaves pouring
into the Union military camps as good workers who needed only jobs
and wages to provide critical services to the Union army. Fugitive slave
Robert Smalls’s dramatic seizure of the Planter in May 1862, complete
with its cargo of guns, and his delivery of the ship to the Union
blockade offered stunning proof that black help could be invaluable
to the Union military.?s

Many Republicans, who believed that domestic slave labor kept the
Confederacy afloat, were also becoming convinced of the value of
domestic black labor to the Union war effort. The cotton flowing into
the North from occupied South Carolina seemed to provide tangible
proof that black workers would help fill the Union’s treasury. The
New York Commercial Advertiser commended the willing industry of
the ex-slaves when it reported the arrival of a vessel from Port Royal
carrying $50,000 worth of cotton and suggested that other such
cargoes would soon follow. At the same time, other newspapers esti-
mated the worth of current cargoes of Sea Island cotton at a quarter
of a million dollars. Republicans also hoped that black workers in
captured areas could grow food for the Union troops.?

In addition to their conviction that black labor was vital to the
military, some Republicans shared Pomeroy’s growing sense that
black people could be productive free laborers in nonmilitary occu-
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pations. Beginning to conceive of a role for black people in a free
labor economy, some party members emphasized the apparently easy
transition many ex-slaves made to becoming free workers. From
Washington came news that contrabands worked in hospitals and
that many had been hired as servants by private families. The arrival
of ninety-one contrabands in Philadelphia made some white people
nervous, but many others hurried to hire “house servants and farm
hands.” Rumors of additional arrivals in the city increased requests
for workers, and one local African-American leader concluded cheer-
fully that “a great scarcity of laborers exists in the country,” making
black workers welcome.”

If city dwellers seemed to welcome black workers, farmers appeared
desperate for them. In the West, as farm workers went to war, the
need for laborers outweighed even the virulent racial prejudice of the
region to induce farmers to hire black people, although not to accord
them civic or social equality. The Cincinnati Daily Gazette encour-
aged the arrival of black migrants from the South, and farmers agreed.
Lamenting the lack of available farm hands, a young Kansas man
declared: “It would be a great blessing if more darkies would under-
stand their rights and come to our aid.” Jayhawking raids into Mis-
souri brought slaves into Kansas to work, and the Chicago Tribune
suggested that the West should stop “depriving ourselves of the labor
we need” and encourage the settlement of black people “so far as it
may be necessary.” Back East, Republicans noted that black labor was
welcome and useful in the West, and suggested that “what is true . . .
on a small scale, ought to hold good on a large one.”?

While Republicans were increasingly willing to think of black peo-
ple as potential free laborers, few actually advocated bringing them
North. Most party members combined racial prejudice and economics
to argue that, whether enslaved or free, black workers should remain
in the South. A correspondent writing to the New York Times main-
tained that black people “are needed where they are—they could not
be spared—their places as laborers could not readily be filled, and
their immediate removal would be a far heavier blow at Southern
interests than their emancipation on the soil.” The Chicago Tribune
agreed, asserting, “The negroes are to day just as necessary to the
South as food is to the human body.” Indeed, the apparent proof that
black workers could adjust so well to life in the North, where they
were generally unwelcome, offered Republicans assurance that South-
erners, who traditionally preferred black labor, would try to keep their
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ex-slaves nearby. Even the radical New York Daily Tribune tried to
deemphasize the idea of northward migration of freedmen. It reported
that “if Slavery . . . ended to-morrow, we are confident that even
South Carolina would be in no hurry to expell from her soil the most
industrious and productive half of her people.”?

Although some Republicans had begun to advocate the welcome
of free black labor into the party’s version of political economy, opin-
ion was by no means unanimous. Many party members approached
the question of absorbing black workers into a free economy, North
or South, with ambivalence. Not only border state men like Willey,
but also people throughout the North faced the reality of freed slaves
nervously, sometimes emphasizing their productivity, sometimes at-
tacking their apparent helplessness. The same newspapers that ex-
tolled black people’s willingness to work often observed the horren-
dous living conditions of the refugee camps and characterized
fugitives and Sea Island black people as degraded, destitute, and
desperate for protection. Disappointed that refugees did not provide
the exaggerated estimates of their labor Republicans had come to
expect, some party newspapers reported that fugitives were “good for
nothing,” “lawless and unrestrained,” “requiring to be driven by
stripes to the performance of every duty.” In the late spring of 1862,
Republicans had begun to think of black people as potential free
laborers but had not yet committed themselves to a positive stance on
the position black people would take in a free economy.*

Like the Senate, the House had been unable to agree on a confisca-
tion bill despite the resolution of a Republican caucus in early Decem-
ber 1861 that one must pass; and in April 1862, the House had
appointed a select committee on confiscation. Like Senator Clark, the
House committee chairman, Thomas D. Eliot of Massachusetts, op-
posed slavery, but the House carefully balanced the four Republicans
on the committee with three opposition members.?!

The House confiscation committee developed two related bills.
H.R. 471 was a measure to confiscate the property of rebels; H.R.
472 proposed the liberation of the slaves of any person who “shall
willfully aid or abet” the rebellion. The long debates over the latter
bill explored both Republican and Democratic attitudes toward freed
slaves, and the interaction of these differing perceptions helped to
determine the Republicans’ position in support of free black labor.?

Eliot reported the bills from the select committee in mid-May 1862.
In six full days of House debates on the measures, almost all congress-
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men made their views known. Some long-standing abolitionists reit-
erated old moral arguments for emancipation, and many party mem-
bers who backed confiscation maintained that slavery had caused the
rebellion and must be destroyed to prevent future uprisings by the
aristocratic Slave Power. Most pro-confiscation Republicans in the
House, however, explained their stand by emphasizing the new image
of black people as the critical labor force in the South. They further
maintained that ex-slaves would be good workers for the Union.

Several elements in the debate reemphasized the Republican belief
in the vital military value of slaves to the Confederacy. As before, the
justification for confiscation reinforced the Republican perception of
the importance of black workers to the Southern war effort, for party
members insisted that constitutional authority for emancipation came
from military necessity. The Southern use of black people for the war
effort made slavery subject not to peacetime government authority
but to the war powers.*

Party members in favor of the bill bolstered their constitutional
argument by revisiting the changing Republican image of slaves. They
emphasized the power of slaves who worked not only in the military
camps but also in the fields to support the Confederacy, reminding
the House that slaves were “almost the entire industrial population™
of the South and as such they were “the sinews of war . . . and the
main pillar . . . of the rebellion.” Confiscation would, Republicans
maintained, destroy the Confederacy.

Having hammered home the idea that slaves were vital to the
Southern war effort, Republicans went on to reiterate their argument
for strengthening the Union by using the freedmen as military labor-
ers. “The services of slaves are needed to aid in resisting the wicked
schemes of their master[s],” one representative told the House. “They
build fortifications for the rebels. Why not for us? They relieve rebel
soldiers from nearly all the fatigue duties of war. Why should they
not aid ours? They man rebel batteries. Why not ours?” Indeed, some
antislavery Republicans insisted that the committee’s bill did not go
far enough to secure the South’s labor force for the military. Commit-
tee member Charles B. Sedgwick of New York proposed his own
version of the bill, which made it a military duty for Union officers
to employ ex-slaves for the Union as laborers, or even as soldiers. His
plan attracted thirty-eight Republican votes before it failed.**

While Republicans established their belief in the importance to the
Confederacy of both military and domestic slaves as well as their faith
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that black people would provide invaluable military aid to the North,
Democrats forced Republicans to address the related question on
which party members had reached no consensus. What place, Demo-
crats asked, did Republicans believe black labor could take in a free
society? Or, as a border-state slaveholder demanded: “What do you
intend to do with the slaves when they are freed?” Completely op-
posed to any sort of emancipation, Democrats drove home the idea
that the Republican plan would “turn helpless children and superan-
nuated persons out of house and home” while providing nothing for
their support. Black people needed financial aid and supervision to
survive, Democrats maintained, and unless the government could
place the slaves in a better condition than they currently enjoyed,
opponents of the bill argued, “all sound morality and Christian duty”
dictated leaving them as they were.

Anxious to defend this confiscation measure from charges that it
would dump on the Union treasury and Northern states slaves who
could not move unaided into freedom, congressional Republicans in
favor of confiscation dropped their ambivalence about free black
workers and emphasized the ability of free black people to support
themselves. Triumphantly pointing to successful black businessmen in
Washington, party members declared that “we do not propose to do
anything with them” if slaves were freed. Ex-slaves would fit easily
into a free labor market, party members argued, and they should be
allowed to do so if they could. Implying that black people would fit
the free labor model of independent workers if left alone as native-
born white workers and immigrants were, one man insisted that
“there is no objection to the negro having a fair chance in America.”

Still, even those Republicans who emphasized the value of black
labor were not willing to challenge Northern racist attitudes and
advocate the northward migration of black workers. For the most
part, they denied that freed slaves would leave the South. Emotional
ties and climate would keep ex-slaves in the land of their birth, they
maintained, and once freedom was established, even draw free North-
ern black people South. Southerners would welcome free black la-
bor, Republicans argued, for it would be “folly” to drive out their
workers.*

Republicans who supported free black labor outweighed party
members, primarily from border states, who pleaded for leaving the
slaves untouched or, if it were determined that they must be confis-
cated for military advantage, called for colonization. Despite support
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from forty-nine Republicans trying to appease Northern racism and
court the border states, the House rejected an amendment to the bill
providing for colonization of those freed slaves willing to emigrate
and establishing “certain control” over black people remaining in
America. Republicans who opposed the plan recognized no right to
expatriate native-born men without their consent and also maintained
that “we cannot afford to send away from the country such a vast
capital of labor.”3

In late May 1862, the House voted on the related confiscation and
emancipation bills. After passing the confiscation act, it turned to the
emancipation bill. To the surprise of many party members, twenty-five
Republicans from across the North joined the opposition to reject the
measure by a vote of 74 to 78. The next day, Republican A. G. Porter
of Indiana called for the reconsideration of the emancipation bill; he
perceived that its sweeping nature frightened potential supporters,
and he proposed to limit the bill’s provisions. Porter’s motion to
reconsider the measure prevailed by a vote of 84 to 64, in part because
the bill’s failure made many Republicans fear foreign intervention in
the conflict. The majority was solidly Republican, while thirteen Re-
publicans from across the North crossed over to vote with the oppo-
sition against reconsideration.’’

Porter’s belief that a less sweeping bill would attract enough votes
to pass proved true as the House accepted a revised bill by a vote of
82 to 54 in mid-June. The new bill enumerated classes of traitors
whose slaves could be confiscated, rather than allowing a blanket
confiscation. It provided for commissioners to list slaves to be freed
and for a judicial process to free them, and it prohibited the reenslave-
ment of the descendants of freedmen. The bill also provided for the
colonization of willing black people on foreign territory to be pur-
chased with the proceeds of the sale of confiscated lands. This new
version of the bill recognized the significance of domestic workers for
the Confederacy and endorsed the idea of freedom for some black
people, yet it avoided antagonizing reluctant Republicans who feared
wholesale emancipation. A correspondent for the Indianapolis Daily
Journal felt able to maintain that “not a single thought of benefitting
the negro by giving him liberty entered the brain” of those advocating
the new bill. The measure attracted eleven Republicans who had
previously voted nay, and five party members who had not voted on
the old bill. Ten Republicans from across the North continued to
oppose the measure.
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In the Senate, radical confiscation committee chairman Clark joined
Democrats, who were determined to force the adoption of a radical
policy the House would reject, and moderate Republicans, who hoped
to hamstring stringent confiscation, to pass a stronger measure than
the House bill. This bill (S. 310) reflected the vanguard of Republican
ideas about slavery. It provided for the general confiscation of slaves
to prevent their use for the Confederacy and allowed the Union army
to use black people as workers and soldiers. When the House over-
whelmingly rejected the Senate’s new version of the bill, Congress set
up a conference committee on the confiscation measures, led by anti-
slavery men Clark and Eliot.*”

In mid-July, Eliot reported the work of the conference committee
to the House. The committee’s moderate bill enumerated carefully
constructed categories of rebels whose property was at risk of confis-
cation, and limited emancipation to slaves escaping from rebels to the
Union army or under the army’s control in captured areas. At the
same time, however, it looked toward more sweeping measures by
permitting the President to emancipate all slaves in rebel areas with
due warning and to use black people in whatever ways he saw fit, a
thinly veiled reference to African-American soldiers. In a sop to the
border states, the committee also authorized colonization of willing
black people.

The House approved the conference committee’s report by a vote
of 82 to 42. Two Old-Line Whigs, one from Tennessee and one from
Kentucky, joined the Republican majority, and two Republicans
joined the opposition minority. In the Senate, a solid Republican
majority of twenty-seven defeated twelve opponents of the bill. Five
Republicans, mainly from the border states, joined the minority. Lin-
coln signed the measure, together with an explanatory joint resolution
he had requested limiting property forfeiture to the life of the offender,
on July 16, 1862.%

Over the summer of 1862, as the approaching fall elections made
them defend the party against virulently racist Democratic attacks,
Republicans increasingly emphasized the value of black labor to a
free economy. Democrats charged that Republican confiscation plans
would lead free black people North to take jobs from white men, or
to live shiftlessly, draining Northern tax dollars. In return, Republi-
cans began a concerted effort to destroy the idea that free black labor
would hurt the North. “Every laborer in the community adds to the
aggregate wealth,” the Cincinnati Daily Gazette reminded its readers
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with a basic Republican economic argument the radical New York
Daily Tribune had advanced since the first year of the war. Men who
wanted to drive out workers to enhance wages would “destroy the
business which furnishes the wages,” the Daily Gazette maintained.
“The State needs every laborer that has come into it, or is likely to
come,” the newspaper continued in a striking defense of Northern
black labor. Attempting to draw black people into the Republican free
labor model, the editor argued that black labor harvested the crops
that supported manufacturing and commerce. “Every laboring man
is worth more than his weight in gold to the country,” the newspaper’s
editor insisted. “The desperado politicians, who are raising an outcry
against negroes going to work, must have unlimited confidence that
the people are ignorant of the first principles of political economy,”
echoed the editor of the Cincinnati Daily Commercial. “Will the
Logan Gagette or the Dayton Empire tell us when a people were
poorer from an addition to the number of laborers in their midst.”*

The Republican effort to include black people in the free labor
theory got a great boost in July 1862 from the interest of the Danish
government in receiving freed slaves to populate the Danish West
Indies. Although the “apprenticeship” program the foreign govern-
ment offered was actually a form of forced labor, Republicans took
at face value the offer to give the ex-slaves training and land. “It is a
striking illustration of American short-sightedness,” commented a
newspaper editor, “that at the instant we are talking of the deporta-
tion of the African race, comes the earnest appeal of the Danish
government to own, to possess the very labor we are willing to
discard.”*

Despite their willingness to draw black people into Republican
political economic theory, however, most Republicans insisted that
freedmen should contribute to the economy from a free South. As the
1862 election approached, Republicans, few of whom wanted black
people in their states, tried to assuage Western fears of black migration
North. They emphasized that emancipation would prevent, rather
than encourage, the Northward movement of black people. Only
slavery prodded runaways North, Republicans maintained. “Abolish
slavery and the reason he had for directing his steps toward the north
star will have passed away,” Governor Morton of Indiana explained
in October 1862. “Being free where he is he will have no need nor
desire to visit the frozen North.” The South could never expel its black
population, the Cincinnati Daily Gazette commented, for “the labor-
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ing population is bound up with the fate of the land, and must
continue so, whatever their status.”*

As Republican attitudes about free black labor slowly changed, the
party’s belief in the value of domestic as well as military slave labor
to the Southern war effort hardened. Two months after he signed the
Second Confiscation bill into law, President Lincoln irrevocably com-
mitted the Republicans to a policy based on the idea that all slave
labor was vital to the Confederacy. Building on the Second Confisca-
tion Act, September’s Preliminary Emancipation Proclamation de-
clared that all slaves held in areas still in rebellion in one hundred
days would be forever free. In the January 1, 1863, Emancipation
Proclamation itself, Lincoln declared wholesale emancipation “a fit
and necessary war measure” justified by military necessity. The Indi-
anapolis Daily Journal applauded Lincoln’s argument. “It is well
known that the slaves are the producing class of the South” and
slavery the Confederacy’s “peculiar strength,” its editor declared.*

With the Emancipation Proclamation, the President also committed
his party to employing black labor in the military as soldiers as well
as workers. He declared that ex-slaves would be received into the
armed services “to garrison forts, positions, stations, and other places,
and to man vessels of all sorts.” It would now be only a question of
time before freedmen wore Union blue.®

Finally, President Lincoln addressed the role of the ex-slaves in a
free labor society. “I hereby . . . recommend to . . . the people so
declared to be free . . . that, in all cases when allowed, they labor
faithfully for reasonable wages,” he wrote. In the first two years of
the war, the Republicans had become convinced of the value of slave
labor to the South and of black labor to the Union military. While
certain Northerners had begun to welcome black workers, it re-
mained to be seen whether black people would come to be perceived
as necessary and beneficial laborers in the nation’s free domestic
economy.

While Republican attitudes about black labor had been shifting, the
great number of displaced freed slaves in the Union had become a
problem. Fugitives, who hampered movements and drew vital sup-
plies, overran the military. Refugees without roles in army camps
suffered from dislocation, poverty, and unemployment, and the dread-
ful living conditions in refugee settlements encouraged the rampant
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spread of disease. Even some of the freed slaves who had found work
suffered. Government contractors or private individuals often “hired”
freedmen at nominal wages, then held them to their contracts by force.
In the years from 1863 to 1865, debates over what sort of aid to
provide for newly freed slaves helped define both the position Repub-
licans expected black people to assume in a free labor society and the
limits of the party’s willingness to expand the national government.

The government had begun to consider help for contrabands other
than what the military could supply since the Union capture of the
Georgia and South Carolina Sea Islands. The situation there had
become so dire so quickly that shortly after arriving, General Sherman
had asked philanthropic Northerners to send food and clothing. After
arranging for the cotton to be gathered, Treasury Secretary Chase had
appointed Edward L. Pierce, an antislavery friend who had worked
with the contrabands at Fortress Monroe, to go to Port Royal, South
Carolina, and report on the black population’s growing needs.*

Pierce eventually assumed control of the black workers around Port
Royal and the Sea Islands under government auspices, but he devel-
oped a private system of charity to minister to the contrabands, using
his connections to missionary and abolitionist groups to bring teach-
ers and supplies to the impoverished people. Pierce apparently main-
tained private control of aid to black people to guarantee that aboli-
tionists would be able to influence events at Port Royal without
interference from politicians, but the precedent he set confirmed the
belief of most Republicans that only private interests, not the govern-
ment, had a charitable role in society. America’s limited national
government had no direct jurisdiction over individuals, Republicans
thought, and they expected the private sector to provide aid to those
that needed help. By February 1862, private freedmen’s aid societies
had begun to form across the North.*

In the first two years of the war, Republicans opposed providing
anything but temporary assistance to destitute fugitive slaves, for they
feared creating a dependent race by ignoring what they believed to be
the basic rule of political economy. If, as party members thought,
every able-bodied man had been endowed by God with the means to
support and better himself as his labor created value, no man should
receive economic aid. Downplaying the needs of newly freed slaves,
party members concentrated on helping freedmen join the free labor
economy. Political economist Francis Wayland warned a minister on
his way to occupied South Carolina “that it is of the most question-
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able benefit ever to give to a person able to work.” While widows and
orphans merited charity, “a man with full health and plenty of work”
did not, for the elevation of black people from slavery to freedom
must be carried on “upon sound political principles.” Freedmen had
to learn that “labor bears viable fruit,” Wayland advised. They must
“see that all their blessings are the result of their own labor.” “Noth-
ing will do more to elevate them into self dependent men than this,”
he concluded.*

Echoing Wayland, many Republicans advocated leaving black peo-
ple to their own devices so they would become self-sufficient. The
New York Daily Tribune sympathized with the sufferings of the ex-
slaves, but insisted that, given the chance, they could help themselves.
“If we can in any proper way manage to keep offensive hands off of
them,” agreed one representative’s correspondent, “I have no fear that
we can leave them, where the rest of us are, in the hands of God, and
subject to the great law which feeds the industrious and sometimes
lets the idle starve.”*

Political expediency gave this theory great power. In part to defend
their policies of confiscation and emancipation, by the end of 1862
most Republican congressmen adhered to the idea that freedmen
would be productive workers. They expected slaves to transform
themselves easily into free laborers as the military employed them, as
the Treasury Department hired them to work in the abandoned South-
ern fields, and as individual employers bid for their services. With
fugitive slaves relatively scarce, Republicans were able to dismiss the
poverty in contraband camps as a normal condition of some people
in a free society.*

Strong demand for labor during the war reinforced Republicans’
belief that freedmen would not need help adjusting to freedom. Radi-
cal newspapers had noted the value of black labor since early 1862; by
August 1863 the Leavenworth, Kansas, Daily Conservative boasted
that “almost every farm is supplied with labor in the shape of one or
two large healthy negroes.” By the end of 1863 even a newspaper
from racist Indiana rejected colonization arguments because it ob-
jected to removing “4,000,000 of valuable laborers” from America;
and all the Northern requests for black workers seemed to Republi-
cans to pale when compared to Southern demand for labor. As the
New York Times reported, “From the South . . . we hear the same
cry as ever for more negroes.” “Freedom is now given to thousands
at a period when the mere ability to labor is riches,” commented a
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Republican senator. “He who will labor now seldom needs the help
of charity.”"!

Despite the power of this argument, by January 1863 two extraor-
dinary circumstances were pushing the Republicans to explore using
the government to help freedmen. First, the growing number of des-
titute freed slaves, whose numbers swelled after the Emancipation
Proclamation, claimed the sympathies of many Northerners. Second,
party members noted that their vision of productive, self-supporting
freedmen was threatened by employers who abused the ex-slaves.
Party members realized, as one said ruefully, that without adequate
safeguards, freedmen’s postwar “condition as hired hands on the
immense plantations of the South may be made, by a combination of
the wealthy proprietors, as oppressive as slavery has ever been.”

In mid-January 1863, Eliot broached the subject in Congress by
introducing a bill for the creation of a Bureau of Emancipation. The
bill died but the subject did not drop, for the War Department author-
ized three well-known reformers to investigate the condition of the
refugees. The Freedmen’s Inquiry Commission made a preliminary
report in June 1863, indicating that freedmen needed temporary pro-
tection to become productive workers; but, the report concluded in
an affirmation of Republican hopes for a productive population of
freedmen, if they received such help, they could be as useful “as if
the same number of loyal whites had emigrated into the northern
States.” 3

Shortly after the first session of the Thirty-Eighth Congress began
in December 1863, the House created a Select Committee on Eman-
cipation. Chaired by antislavery man Eliot of Massachusetts, the
committee was filled with Westerners, whose regional biases could be
counted on to balance the North’s racism with the nation’s need for
labor. In mid-February 1864, the committee presented a measure
(H.R. 51) for creating a Bureau of Freedmen’s Affairs within the War
Department. The proposed bill, which offered only temporary gov-
ernment aid to help freed slaves establish themselves as free laborers,
reflected the growing Republican belief that black people would be-
come productive members of a free economy.*

The bill provided that under the direction of the Secretary of War,
a commissioner would “make all needful rules and regulations for the
general superintendence, direction, and management” of freedmen, so
that both black Americans and the government “shall be mutually
protected, and their respective rights and interests duly determined
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and maintained.” Emphasizing Southern black labor, the plan called
for the establishment of Southern departments, supervised by assistant
commissioners and local superintendents, in which freedmen would
be settled on confiscated or abandoned lands. Commissioners would
organize and advise black workers and adjust the wages the workers
received from their employers. In testament to the committee’s faith
in the value of black labor, the bill stipulated that the profits the
enterprises netted after the deduction of expenses and wages would
be paid into the United States Treasury.

The placing of the bureau in the War Department established two
important points. First, members of the committee clearly indicated
that black people could support themselves, for they maintained that
the needs of the black population were occasioned by the war and
were temporary. Second, by placing the bureau in the War Depart-
ment, the committee set the measure solidly where other legislation
benefiting African-Americans had been: under the auspices of the war
powers of the government. This enabled party members to avoid the
question of Congress’s constitutional power to provide aid to the
civilian population.

Eliot’s speech introducing the measure emphasized the value of
domestic black labor to the Union. He noted the freedmen’s “willing-
ness and ability to work” and argued that “by judicious and timely
aid,” those not in military service “will return to the Government in
produce and in money more than shall be expended on their account.”
Eliot explained that the freedmen’s problems were caused by “har-
pies” who exploited them and kept them laboring at starvation wages.
The situation must be rectified to allow free black labor to produce
with maximum results for the Union. “It is for our interests, material,
political, and pecuniary, to protect these men so far as they require
protection, and no further,” Eliot insisted.

Emancipation committee member William D. Kelley of Pennsylva-
nia drew on the Republicans’ vision of political economy to develop
Eliot’s argument that domestic black labor would be valuable to the
nation. Reminding the House that “in the cultivation of its lands a
nation finds its wealth” and that “none can suffer from the employ-
ment of idle laborers on abandoned lands,” Kelley insisted that, by
employing freedmen on the fallow Southern lands, the measure would
produce necessary cotton and cash—indeed, he claimed the bill was
virtually a revenue measure. In case the idea of increasing national
production did not attract wavering representatives, Kelley reminded
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them that the entrance of black people to the free labor model would
“create millions of consumers, liberal consumers” of Northern goods.
He painted a picture of black families with “carpets upon their floors,
furniture in their rooms, and Yankee clocks upon their mantels.”

Democrats opposed the measure not only because of party mem-
bers’ deep racism but also because they objected violently to its ex-
pansion of government powers. Democrats had watched in horror the
Republicans’ development of the national government, and this meas-
ure seemed designed to permit a whole new scale of government
power. Ohio Democrat S. S. Cox argued that the plan was “sweeping
and revolutionary” because it created a new charitable role for the
national government. Cox told the House that he pitied those whom
antislavery New Englanders had “thrown houseless, clothesless, foo-
dless, medicineless, and friendless on the cold world,” but that the
freedmen must look to benevolent individuals for help. Congress had
no constitutional authority to create a welfare system for four million
freed slaves, he said, and, if begun, such a system would create “a
vast opportunity for greed, tyranny, corruption, and abuse,” which
would doom the government. The Democrats, he concluded, wanted
to limit the size of the national government to prevent the Republicans
from completing their goal of establishing despotism.

Democratic outrage at the new scheme foundered under the Repub-
licans’ wartime willingness to address new situations in innovative
ways to promote progress. Invoking the usual Republican justification
for groundbreaking measures, one representative retorted to the op-
position, “We are in the midst of a revolution, and it is no answer to
the demand for a bureau to say that there has never been a Freedmen’s
Bureau before.” “Changes,” he went on, “are the sole source of hope
and aspiration; they are the method and sure guarantee of progress,
social and political. Stagnation,” he insisted, “is death.”

On March 1, 1864, after days of sporadic discussion of the meas-
ure, the House narrowly decided to use the national government to
provide temporary help for enabling freedmen to enter the free labor
economy. Party members thus indicated their belief that black labor
was valuable enough to the nation that freed slaves merited govern-
ment attention, but that that attention must be temporary and was
justified only by the extraordinary circumstances of war. The House
passed the bill to create a Bureau of Freedmen’s Affairs in the War
Department by a vote of 69 to 67. The majority was Republican,
while sixteen party members joined the Democratic minority. Indicat-
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ing Republicans’ reluctance to launch such a novel program, Repub-
lican nay votes came from across the North. Border state party mem-
bers, who feared for slavery and race control in their own states, were
most likely to vote nay.’

While the House had been debating its measure, the Senate had
created a Select Committee on Slavery and Freedmen chaired by the
famous abolitionist Charles Sumner of Massachusetts and, like the
House emancipation committee, dominated by Westerners. The Sen-
ate committee developed its own measure to aid freedmen, which it
reported to the Senate in place of the House bill. In what was probably
a blend of Sumner’s desire to protect the freed slaves and Westerners’
desire to control them, the Senate’s new bill (still named H.R. 51)
called for much more supervisory care of the freedmen than the House
measure. The Senate committee’s bill proposed the creation of a Bu-
reau of Freedmen in the Treasury Department. Like the House bill,
the measure outlined a plan for Southern departments overseen by
commissioners and superintendents. These officials would not only
settle freed slaves on confiscated and abandoned lands and adjust
wages; they would also act as “advisory guardians,” protecting the
freedmen from ill-treatment, making sure they fulfilled labor con-
tracts, arbitrating differences between black people or between labor-
ers and employers, and appearing “as next friends of the freedmen”
in court. Like the House bill, this measure demonstrated the commit-
tee members’ basic reliance on the value of black labor. It stipulated
that after the Bureau became self-sufficient, profits from it would go
to the Treasury.*

The committee’s decision to move the bureau to the Treasury De-
partment completely changed the constitutional justification for the
measure. Sumner told the Senate that the committee had moved the
bureau to simplify its operations, since the Treasury Department
already controlled the abandoned lands in the South. Regardless of
the committee’s motivations, however, placing the bureau outside of
the War Department challenged the Republican belief that only the
war caused freedmen’s destitution and that their problems would stop
with the fighting. Although Sumner insisted that the committee meant
not to introduce a permanent system of government aid to freedmen,
but only to help slaves in the transitional period to freedom, which
would extend beyond the war, the structure of the measure clearly
implied that government help would be long-term domestic aid, rather
than a temporary war measure.’’
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When Sumner managed to get the Senate to take up the Freedmen’s
Bureau bill in early June 1864, he tried to advance the plan by
equating it with another piece of novel Republican legislation for
domestic economic development: the Pacific Railroad. Sumner in-
sisted that private organizations were inadequate to address the needs
of the freed slaves and enable them to become productive workers.
Government alone could provide the infrastructure—networks, ma-
chinery, and organization—to perform the large operation at hand,
he told the Senate. “The national Government must interfere in this
case precisely as in building the Pacific railroad,” in which government
organization made possible a popular project of economic develop-
ment too large for individuals to assume.

This strongly supervisory bill, which created a new role for the
national government as a peacetime protector of individuals, met
heated criticism from some Republicans. Antislavery senator James
W. Grimes of Towa tapped powerful Republican beliefs when he
objected to using the government in such a way. He maintained that
“the only way to treat these men is to treat them as freemen.” They
were no different than white men in hard times, he argued. “You have
got to give them alms, you have got to exercise acts of humanity and
friendship to them for awhile,” he told the Senate. “They will be
jostled as we are all being jostled through this life,” he concluded,
“but in a little while they will settle down into the position that
Providence has designed that they shall occupy under the new condi-
tion of affairs in this country.”

Most Republican senators stood between Sumner and Grimes,
agreeing that it was “precisely the right idea” to help the freedmen
temporarily through the dislocations of the war and so enable them
to become good workers, but rejecting the idea that the government
should provide long-term aid to freedmen. Party members maintained
that black people wanted only “an opportunity to labor,” which the
bureau would quickly help them find, thereby making itself obsolete.
Republican congressmen further denied that the national government
had power to aid state inhabitants, and believed that Southern states
would “assume jurisdiction over their own people and over their own
property” when they rejoined the Union. When Sumner asked that
the bureau be continued for two years after the war because freed-
men’s needs would not end with the fighting, only nine senators agreed
with him. Seventeen voted to end the bureau with the war.

Republicans also continued to distrust government enterprise and
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wanted to make sure that freedmen would be able to direct their own
work. Party members feared that the government might usurp a new
role and begin hiring and organizing black labor. They noted that
under government supervision the freedmen were poor and their
condition was deteriorating, while freedmen who farmed for them-
selves “are prosperous and independent and are improving.” The
Senate agreed that men worked better without government manage-
ment, and amended the bill to prevent government-organized farming.

Although Republicans appeared to have growing confidence in
black labor, only about half of Senate party members approved of its
Northward migration. Border state Republican Willey, who disliked
the bill, introduced an amendment requiring commissioners to com-
municate with state and municipal authorities in the North to help
freedmen find “homes and employment with humane and suitable
persons at fair and just compensation.” Willey noted the Northern
cries for labor as the war had drained the region of men, and he
justified his amendment as the plan most likely to enable freedmen to
work while it would also solve the North’s labor problem.

The amendment passed by a vote of 19 to 15. Three opposition
members, intending to weaken the bill’s chance of passing, joined
sixteen Republicans to vote in the affirmative. Six of the Republicans
who voted for the proposal came from Western states desperate for
labor. Five came from border states and included both those who
approved the bill and those who hoped to kill it by making it offend
Northern public opinion. Four positive Republican votes came from
New England and one from New York.

The nay votes on the amendment were also variously motivated.
Three Democrats joined twelve Republicans to oppose the measure.
Withstanding the taunts of Democrats that abolitionism was “abso-
lute hypocrisy,” for abolitionists refused to act on their professed
belief that black people were their equals, Sumner and Maine’s Lot
M. Morrill, who had originally supported the amendment, recognized
that it would probably offend public opinion and voted nay. So did
antislavery senators Benjamin Franklin Wade of Ohio and Henry
Wilson of Massachusetts. Showing that desire for black labor did
not necessarily mean support for independent black neighbors, even
James H. Lane of Kansas, who had led several jayhawking expeditions
to Missouri to bring contrabands to Kansas as workers, voted against
the amendment.*

Even Republicans willing to allow black people to move North



236 - “All Their Blessings the Result of Their Labor”

wanted such migration to be quiet. They objected to the amendment’s
provision that commissioners must open correspondence with North-
ern governors and municipal authorities, recognizing that such actions
would spark a flurry of protest in states with strong Democratic
factions and would give campaign fodder to the opposition in the
presidential campaign. The Senate agreed to strike the troublesome
requirement.

While Republicans disagreed on the best plan for helping the freed-
men enter a free economy, Democrats firmly opposed the measure on
the grounds that it delegated state powers to the national government.
Democrats denied the Republican image of useful black workers,
insisting that “this population is incapable of taking care of them-
selves” [sic] and charging that Republicans sought “to give [them]
advantages that the white race do not receive or claim.” Democrats
linked Republican support for ex-slaves and what Democrats alleged
was Republican usurpation of power. The proposed plan “would
swallow up . . . a very important portion of the powers enjoyed by
the States,” and Democrats claimed that Republicans were using the
cry of “the wicked rebel and the negro” to hide their nefarious “effort
to overthrow liberty and establish despotism in this country.”*

On June 28, 1864, the Senate approved its Freedmen’s Bureau bill
by a vote of 21 to 9. Declaring that black people would be good
workers in a free economy, Republicans permitted considerable gov-
ernment help for the freedmen through a brief period of transition to
freedom, but rejected the idea that the national government could
provide long-term aid for individual laborers. The majority in favor
of the bill was solidly Republican, while three party members joined
the minority.*

With adjournment approaching, the House postponed considera-
tion of the measure until the next session of Congress, so it was
not until late December 1864 that the House, clinging to the idea
of individual self-sufficiency, refused to concur in the Senate’s strongly
supervisory version of the bill. To find a compromise, Congress set
up a conference committee, which was dominated by antislavery
men.*!

In early February 18635, Eliot reported the conference committee’s
plan to the House. The new bill made a much greater commitment to
the freed slaves than either of the previous bills had done. Like the
old bill, the measure called for a commissioner and subordinate agents
to supervise and protect freedmen in Southern districts. Strikingly,
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however, the new measure created not a governmental bureau, but a
new government department that was to take control of abandoned
lands from the Treasury Department and supervise ex-slaves, to be
called the Department of Freedmen and Abandoned Lands. Tying
this measure to an earlier Republican effort to develop the country,
Eliot told the House that the committee had patterned the new bill
on the act that created the Department of Agriculture. “The precedent
seemed to be a good one,” Eliot remarked. The link of the new
department to the Department of Agriculture, which Republicans had
created because they wanted to help what they believed to be the
nation’s most important economic sector, clearly indicated a Repub-
lican conviction that free black labor could greatly enhance the na-
tion’s growth and prosperity.¢

While most party members had come to believe in the value of black
labor, they also retained their belief in economic self-sufficiency, the
harmfulness of intervening in the evenhanded operation of economic
laws, and the danger of increasing government bureaucracy. As a
result, many party members feared the committee’s proposed govern-
ment bureau in charge of a specific population. Auguring that far-
reaching long-term aid to freedmen would run a fierce Republican
gauntlet, Republican Robert C. Schenck of Ohio interrupted Eliot’s
introduction of the bill to tell the House that the Committee on
Military Affairs had prepared an alternative measure (H.R. 698) “for
the relief of refugees and freedmen,” which created a temporary
bureau in the War Department to aid both white and black people
displaced by the war. A major general in the army before his election
to the Thirty-Eighth Congress, Schenck had had personal experience
with war refugees, and he maintained that no congressman could
“shrink from affording immediate and speedy relief” to them.*

When the conference committee’s plan came up again a week later,
Republican James F. Wilson of Iowa questioned the sweeping new
measure and revealed that most Republican representatives were con-
vinced that freedmen could and should support themselves. “My own
judgement is that the less restraint we put upon these freedmen the
sooner we shall make men of them,” he said. “While legislating so
far as may be necessary to protect these persons, [we must] let them
have the responsibility upon themselves of disposing of their own
services in such a way as they deem proper, receiving compensation
therefor.”

The desire of many Republicans to provide only temporary, impera-
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tive help to freedmen encouraged Schenck, who once again pressed
the military committee’s plan. Its bill, which the clerk now read to the
House, answered most of the concerns that Republicans had raised
about aiding the freed slaves. Supporting the idea of individual self-
sufficiency, it limited operation of the proposed bureau to the pre-
sent war and assigned to it only “the supervision, management, and
control of all subjects relating to refugees and freedmen from rebel
States,” not the freedmen or refugees themselves. Avoiding a perma-
nent increase in government bureaucracy, the bureau would have a
limited staff, supervised by the President and the Secretary of War.
Seeking to provide for the immediate needs of freedmen and refugees
without creating a permanent charitable role for the government, the
measure authorized the President to “direct such issues of provisions,
clothing and fuel as he may deem needful for the immediate and
temporary shelter and supply of destitute and suffering refugees and
freedmen,” and permitted him to let the bureau temporarily use
abandoned Southern lands for the benefit of refugees and freedmen.*

Schenck addressed directly the Republican beliefs in self-sufficiency
and reluctance to use the government to favor one or another group.
Relying on the idea that free black people could support themselves,
Schenck emphasized the temporary nature of the needs of freedmen
and refugees. The war had caused distress, he argued, which would
end with the fighting. Permanent aid to the freedmen not only was
unnecessary, but also might cause dependence, he warned, echoing
Wayland. That, he said, was a result “to be guarded against either as
to whites or blacks.” Schenck also noted that his bill made “no
discrimination on account of color.” The military committee’s bill
“would provide for . . . refugees of all colors as well as freedmen,”
so that all would have relief from suffering and be able to “shift for
themselves” as soon as possible.

Probably hoping to combine the two bills, House Republicans
refused to reject the Freedmen’s Department plan, although a majority
preferred Schenck’s measure. After Eliot assured the House that the
proposed department would be temporary (but that it might need to
continue briefly after the war), the House narrowly accepted the
conference committee’s version of the bill by a vote of 64 to 62 in
early February 1865. The majority consisted solely of Republicans. A
core of Democrats made up the minority, with fifteen Republicans,
mostly border state men, joining them. Nine days after accepting the
conference committee’s plan, the House passed Schenck’s bill to create
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a bureau for the relief of freedmen and refugees in the War Depart-
ment without debate or a roll call vote.®

Senate Republicans objected even more strenuously than House
members had to the apparent permanent guardianship of freed slaves
inherent in the plan to establish a new government department.
Reflecting that antislavery agitators had based their action on the idea
that, once free, black people would support themselves, they rejected
what they termed the old pro-slavery argument “that the negro is not
able to take care of himself, that he needs a guardian.” Indeed, most
reformers only wished to see freedmen protected from abuse as they
entered the free labor market. Black people knew their own interests
better than white people did, some senators argued, and supervision
would be counterproductive. “As long as you keep them under . . .
guardianship,” Indiana’s Henry S. Lane maintained, freedmen would
be helpless, but “the very moment you make them freemen and secure
their rights in the courts,” they would be able to care for themselves.®¢

Some Republicans also echoed House objections that the confer-
ence committee’s bill neglected white refugees and black refugees
in the Northern states while rescuing Southern freedmen. Northern
newspapers carried tales of starving white refugees, and white people
were reluctant, as one said, to “neglect my own kith and kin to
legislate for the exclusive protection and benefit of colored men.”¢”

In mid-February 18635, the Senate rejected the conference commit-
tee’s plan for a new department by a vote of 14 to 24. The sixteen
Republicans against the plan outweighed the fourteen in favor of it.
Then, applauding the temporary nature, streamlined bureaucracy, and
equal treatment of black and white refugees in Schenck’s measure,
Senate Republicans called for a new conference committee to reexam-
ine the issue of aid to the freedmen. So obvious was the drift of
Republican thought on the matter that the House appointed Schenck
to the new committee.5®

In early March 18685, the committee reported to the Senate a new
measure slightly modifying Schenck’s proposal with elements of the
plan to create a new department. The report called for the estab-
lishment of a bureau in the War Department for the relief of freedmen
and refugees for the duration of the war plus one year. Its limited
bureaucracy would supervise and manage all abandoned lands and
all subjects relating to freedmen and refugees. The measure allowed
the Secretary of War to distribute temporary supplies to suffering
individuals, and it also allowed the bureau to rent abandoned lands
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to loyal refugees and freedmen for three years, giving them an option
to buy. The Senate approved the new plan without a roll call vote,
while the House accepted the report by a vote of 52 to 77, on a strict
party vote.®”

Lincoln signed what became known as the Freedmen’s Bureau bill
on March 3, 1865. The Republicans had agreed to help individuals
of all races suffering from temporary dislocation, but they denied that
the government could oversee a person’s affairs better than that per-
son could. Refusing to use the government to supervise individual
laborers permanently out of doubt about the legality and wisdom of
such a plan, and rejecting the idea that any specific group in American
society should receive special government protection, the Republicans
reemphasized their belief in self-sufficiency and the ability of everyone,
white or black, to advance as one’s own labor created value.”

At the same time that Republicans grappled with the problem of
helping ex-slaves enter a free economy, they addressed the question
of abolishing black slavery entirely in America. As party members
discussed the history and future of slavery they retraced the wartime
evolution of Republican beliefs regarding the country’s black popula-
tion. In their ultimate resolution of the slavery question during 1864
and early 1865, Republicans largely defined the Civil War for black
and white people alike.

Many Republicans feared that the Emancipation Proclamation
would be effective only during the war, and they began to explore the
prospect of revising America’s fundamental law to prohibit slavery
permanently. In January 1864, Republican John B. Henderson of
Missouri introduced a joint resolution (S. 16) to the Senate, proposing
amendments to the Constitution to abolish slavery. Along with nu-
merous similar proposals, Henderson’s resolution went to the Com-
mittee on the Judiciary, which reported it to the Senate in mid-Febru-
ary 1864.7

When it emerged from the committee, the joint resolution called
for the submission to state legislatures of a thirteenth amendment to
the United States Constitution once the amendment had received a
two-thirds vote of both houses of Congress. Reflecting the hand of
Judiciary Committee chairman Trumbull, whose reputation as an
antislavery lawyer had been made by his successful suits applying the
ill-enforced Northwest Ordinance to Illinois, the terse amendment
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echoed the words of that revered 1787 regulation. The new measure
prohibited slavery or involuntary servitude in American territory ex-
cept as a punishment for crime. The amendment also gave Congress
“power to enforce this article by appropriate legislation.” Revealing
Republican conviction of this amendment’s critical nature, William
Pitt Fessenden, the Senate’s financial overseer, remarked with uncon-
scious self-parody: “This [measure] is more important than any other
business except the appropriation bills.” In eleven days of debate,
senators helped define the proposed constitutional amendment as the
crowning achievement of the Republican economic program at the
same time that they advanced the wartime debate over the position
of black people in America.”

Senate Republicans argued forcefully that the achievement of Amer-
ica’s economic destiny depended on the end of slavery. Party members
advocating the Thirteenth Amendment all maintained that slavery had
caused the Civil War and that the slave system, which represented
monopoly and oligarchy, must die. Harking back to the Republican
antebellum belief in a “Slave Power,” senators claimed that aristo-
cratic slaveowners rebelled when they found that free laborers would
not accept their domination. Party members told the Senate that “the
future repose of the country . . . demands” the end of slavery to
destroy the dominant aristocratic slaveholding class and to make
Southerners loyal to a nation that revered liberty. As long as slavery
remained viable in the South, party members insisted, the motivation
for secession and war, and a rebellious group of wealthy men to act
upon it, would always be present. “If [Southern slaveowners] made
war once, they may make it again,” worried Henderson. “Therefore
the restoration of slavery is a restoration of political strife.” This
argument touched the deepest beliefs of Republicans throughout the
North. As the Philadelphia Inquirer recorded, “The two terms, slavery
and rebellion, are now synonymous, the one will live as long as the
other, and both will expire together.””

Reminding listeners of the great benefits of a free labor society to
all members of such a society, Republicans argued that the arrival of
free labor in the South would destroy the dominant planter class and
elevate all Southern workers. African-Americans would gain status as
slavery ceased to tear families apart and place humans on the auction
block. As freedom helped the South to bloom, Henry Wilson said,
white men would also profit. “The wronged victim of the slave system,
the poor white men . . . impoverished, debased, dishonored by the



242 - “All Their Blessings the Result of Their Labor”

system that makes toil a badge of disgrace . . . will . . . begin to run
the race of improvement, progress, and elevation.” Similarly David
Clark, stating his conviction that with emancipation “a new and
regenerated people shall rise up, with an undying, ever-strengthening
fealty to [the] Government,” attached no color to that regenerated
people.

Universal free labor, Republicans reminded listeners, would rejuve-
nate the Southern lands that had been ruined by slavery, and the
resulting productivity would help Americans achieve their great des-
tiny. Even Virginia, which party members noted had been devastated
by the war, would become prosperous. “Commerce would cover her
bays . . . products would fill her marts and luxuriant grains wave in
all her fields,” Clark believed. Virginia “would become the land of
abundance, and on every hand would grow villages and towns, with
schools and churches, and all the institutions of a higher civilization.”
The free South would then participate in America’s climb to greatness,
Wilson told the Senate in an echo of popular beliefs. The nation,
“regenerated and disinthralled by the genius of universal emancipa-
tion,” would run the career of development, power, and glory.”

As Republicans argued that the antislavery amendment would
achieve their economic vision for the country, they began to embrace
black people in their economic theories. Party members revisited the
changing wartime ideas about black people, reminding the Senate of
the great value of slave labor to the Southern war effort, insisting that
black people could support themselves, and even suggesting—albeit
doubtfully—that the black and white races might be equal. Then
James Harlan of Iowa took the logical step, which previously only a
few radicals had taken, of explicitly according black people a funda-
mental position in the Republican theory of free labor. Reviewing the
basic laws of political economy, he reminded his colleagues that an
individual’s right to personal property came from the investment of
labor and skill made when he created that property. “To assert the
reverse would be equivalent to denying the title of the Almighty to
the workmanship of His hands,” Harlan claimed, “for what better
right can there be to property than the right of the creator to the thing
which he has made?” He denied that any man should be prevented
from acquiring property and maintained that slaves were held in
bondage in defiance of the laws of political economy. The proposed
amendment was a matter of simple economic justice.”

In what became an attack on the Republicans’ entire wartime
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domestic policy, Democrats met with bitter acrimony the proposal to
submit the Thirteenth Amendment to the states. Appealing first to
racism, they denied that the slaves could survive without white control
and maintained that contact with white Americans had elevated black
people far beyond their condition in any other land. They insisted that
a black person was inferior to a white person, “and will be so whether
you call him a slave or an equal.” “The law of [God’s] providence is
inequality,” one Democrat insisted, and decried Republicans for being
“vain enough to imagine that . . . we can improve upon the work-
manship of the Almighty.”

While Democrats slipped easily into their traditional argument
against black freedom, their strongest objection to the measure came
from its striking invasion of states’ rights, which they opposed almost
hysterically. With each piece of innovative economic legislation Re-
publicans had advanced, Democrats had charged that their opponents
were expanding the power of the national government at the expense
of the states. The proposed amendment took this encroachment to a
new level, for it brought the national government unprecedented
power by superseding state law and allowing the government to
enforce the amendment in the states directly. Democrats desperately
fought this proposal as the ultimate triumph of the Republicans’
wartime policies.

Democrats believed that with this amendment Republicans sought
illegally to subvert the very principles on which the government stood
by destroying the balance between state and national jurisdictions.
States must have “the entire and exclusive control of their own local
and domestic institutions and affairs,” they insisted, or the structure
of the government would collapse “in intolerable despotism and mis-
government.” Indeed, Democrats believed that if the national govern-
ment could emancipate slaves held in states, it could go to any other
lengths of government intrusion, including obliterating the states al-
together. They insisted that the power to amend the Constitution
could not be used to restructure the government.”

Ignoring the fact that the proposed joint resolution called only for
submitting the Thirteenth Amendment to state legislatures for ratifica-
tion, Democrats charged that Republicans had become despots who
were destroying the country by devising “the boldest and most revo-
lutionary measures under the guise of law and executive administra-
tion.” They claimed that the Republican party planned to remain in
power indefinitely, “to protract the aggrandizement of its leaders, the
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pecuniary advantages of its masses, and the complete consummation
of its most wicked and destructive policy and measures.”

Democrats barraged the Senate with amendments to the resolution,
all designed to prevent its passage by tarring those in favor of it as
traitors to their race. Seeking to embarrass the Republicans and to
create political fodder, they sought to add to the proposed amendment
popular reform measures that the Republicans would be forced to
defeat. They proposed to add to the measure new articles providing
that no President or Vice-President could hold office for more than
four years; preventing patronage removals in most government posi-
tions; limiting each law to one topic, to be named in the act’s title;
and providing a new method for electing the President and Vice-Presi-
dent. Next, they tried to raise the fears of Northern racists by pro-
posing that slaves would be freed only after the government removed
them from Southern states, or that after emancipation freed slaves
would be distributed across the country in proportion to the white
population. Finally, recognizing that the joint resolution would pass
in the overwhelmingly Republican Senate, Democrats tried to forestall
civil rights by providing that no black person could be a United States
citizen or hold any office or “place of trust or profit” under the
national government.””

The expected Republican rejection of these measures allowed
Democrats to charge their rivals with striking down white liberties in
order to liberate black people. Democrats called on Republicans to
“execute the Constitution as it is before they seek to amend it” and,
revisiting their opposition to Lincoln’s record on civil liberties, com-
plained that “every vital provision of the Constitution as it is is
violated, and you complain not; and now you propose to amend it
solely for the miserable negro, after rejecting every amendment pro-
posed that was calculated to secure the liberties of the white man.”
One speaker warned the Republicans that in the fall elections, “all
the conservative and honest men in the country” would “drive the
Goths and Vandals from the capital.””®

The overwhelming Republican majority in favor of the Thirteenth
Amendment probably encouraged the violence of Democratic oppo-
sition to it, for when the measure to send the amendment to the states
came to a vote in early April 1864, it passed by a vote of 38 to 6.
Only three Democrats, two of whom were from border states that
were beginning the emancipation process, joined the Republican ma-
jority.”’
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The Senate joint resolution for submitting the Thirteenth Amend-
ment to the states came before the House at the end of May 1864.
After opposition forces failed to reject the measure immediately, de-
bate began. Like the Republicans in the Senate, House party members
reiterated their beliefs about a political economy based on free labor
as they maintained that the amendment would bring a new nation of
free laborers to wealth and power. Covering much the same ground
that the senators had, House Republicans called attention to the
slaves’ vital contribution to the Confederate war effort. They re-
minded listeners of the Slave Power’s “tyrannical rule, its unholy aims,
and . . . its present wicked enormities” and insisted that slavery must
die, or Southern slaveowners would regain power and continue to
cause trouble. House Republicans also maintained that they intended
to “elevate and disinthrall that most injured and dependent class” of
poor Southern white men from the power of slaveowners and to allow
the freedmen to make “the broad fields that war has desolated . . .
again blossom as the rose and reward the labor of the husbandman.”*

In addition to expressing the economic beliefs they shared with their
fellow senators, House Republicans firmly redefined black Americans.
They stood rock firm upon the manhood of black men, arguing that
by creating black soldiers to defend the country, the nation “has
recognized the manhood of the negro . . . and nobly does he vindicate
himself.” One Republican contemptuously dismissed the Democrats’
vehement arguments that black people were inferior to whites. “I will
not insult the presence in which I stand by entering into an argument
. . . to show that the negro is not a brute but a man,” he said.*!

Not stopping at insisting on black people’s humanity, some House
Republicans accepted racial equality. When Democrats asked if Re-
publicans thought black and white people were equal, one party
member told his Democratic interrogator that the question of equality
was “silly.” He jibingly continued: “I think some white men are better
than some negroes, and that some negroes are better than some white
men, especially those of the copperhead persuasion.” When asked
what Republicans would do with the freed slaves, he chided Demo-
crats that, unlike their rivals, Republicans were not afraid of compet-
ing with black people. They were even willing to see black congress-
men, for “the country would not suffer by such a change in some
instances.” While they had not yet made the final, critical step of
including freedmen fully in a free labor economy, Republicans clearly
were reconsidering the basic identity of free black people.
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In the House, as in the Senate, Democrats frantically fought the
proposed measure. To a man they hammered home their belief that
Republicans were subverting the Constitution to foster despotism.
The proposed amendment fundamentally changed the “terms and . . .
spirit” of the Constitution by destroying states’ rights, Democrats
charged. It laid open all state domestic institutions to national inter-
vention, and “under such a doctrine,” they maintained, “States may
be annihilated and a monarchy built up.”

Democrats repeatedly charged Republicans with favoring black
people at the expense of the white population. “The pigmy dema-
gogues who wield the destinies of our country” were prosecuting the
war “solely for the enfranchisement and elevation of the negro,” they
maintained. Democrats charged that Republicans had, “by grossly
high coloring and unfairly exaggerating the evils of slavery . . . [ex-
cited] among the people . . . blind enthusiastic sympathy for the
negro” simply to use popular passion to win dangerous amounts of
power. One Democrat warned that freeing the slaves “may . . . lay
the foundation for enslaving the white people of this country . . .
beyond redemption and for all time to come.”

In a mid-June vote on the measure, Republicans mustered a major-
ity in favor of the joint resolution, but not the requisite two-thirds
majority to pass it. Facing the 1864 election, the Republicans went
before the country advocating the Thirteenth Amendment as the har-
binger of a powerful new society based on free labor, while Democrats
opposed it as the culmination of the Republicans’ quest for despotic
power. When the public returned President Lincoln to the White
House and placed another Republican majority in Congress, party
members felt they had a popular mandate to pass the measure. Lincoln
encouraged this sentiment, telling Congress that “the voice of the
people” had been “heard upon the question.”*

On December 15, two days after the second session of the Thirty-
Eighth Congress convened, Republican James M. Ashley of Ohio told
the House he would call up the bill at the beginning of January.
President Lincoln pressed for the measure, believing that it would
speed the end of the war by demoralizing the South and eroding its
labor force. With the rumor in the House that the resolution still
lacked three votes to pass, the debate got under way.®

Democrats opposed to the measure continued to insist that black
people belonged in slavery but, more powerfully, they made a last
stand against “[this rash] immolation of the Constitution,” which
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would “crush out [the] sovereign right and power” of states to regu-
late their own domestic affairs. “I am a believer to the fullest extent
in . . . the absolute, unqualified sovereignty of the States,” one repre-
sentative unabashedly told the House, and Democrats still insisted
that Republicans were striving to create an absolute despotism. The
opposition party was not necessarily trying to protect slavery, one
Democratic leader maintained; it was trying to preserve “the Consti-
tution just as it is, just as our fathers made it.”

Republicans rose to the Democratic challenge. Party members
tapped all the arguments for the abolition of slavery they had used
previously. Strikingly, however, in this final congressional debate on
the Thirteenth Amendment, Republicans also justified their wartime
strengthening of the national government and officially embraced
black people in their vision of political economy, although they
achieved no consensus on the equality of black and white people.3*

Republicans seized on the debate over this amendment to advance
their vision of a new, strongly governed America. They rejected the
Democrats’ defense of states’ rights by noting not only that such an
argument lay at the heart of secession but also that the doctrine had
been used throughout the war to thwart legislation that the Republi-
cans viewed as critical to the war effort. The nation now took prece-
dence over the states, Republicans insisted, and party members who
had begun the war uncertain about the extent of the power of the
national government now unhesitatingly asserted its strength. “The
supreme power of the national Government is rigorously maintained
throughout the Constitution,” commented Ashley. “We must keep
steadily in view the fact that the United States are not a confederation,
but a nation.” Another put more directly the Republican nationalism
of the late war years. “If we are not a nation,” he demanded, “what
are we?”%

Having defended their creation of a strong national government,
Republicans triumphantly declared that universal freedom in America
would consummate the party’s vision of political economy. Reminding
the House of the harmony of interest among all people in society,
Republicans noted that it was fatal for a nation to forget that “what-
ever is beneficial to a portion” of society “is beneficial to the whole
community; and whatever is injurious to a portion is injurious to the
whole.” Calling for the permanent destruction of the South’s aristoc-
racy, party members expressed their hope of removing distinctions
between former slaveowners and ex-slaves, leaving them both, as one
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representative said in an often-heard echo of Republican theory, “in
the hands of God, . . . and giving to each equal protection under the
law, bid them go forth with the scriptural injunction, ‘In the sweat of
thy face shalt thou eat bread.””

Finally, Republicans reiterated the power of their economic vision
to make America the greatest nation in the world. A New York Times
editor insisted that after the war free labor would make the South
enjoy “such industrial progress as has never yet been witnessed in any
country in the world,” and congressmen agreed. “Under the inspira-
tion of free labor,” Ashley told the House, “the productions of the
country will be . . . quadrupled.” Together with emancipated slaves,
the immigrants who would now flock to the South would create “a
free-labor force which, under the security thus given to capital and
the inspiration thus given to labor, will make the land blossom like
the rose.” Free labor would make America “the most powerful and
populous, the most enterprising and wealthy nation in the world,” he
concluded.?

Republicans thus accorded black people a role in free labor society,
insisting that “nature made all men free, and entitled them to equal
rights before the law; and this Government of ours must stand upon
this principle”; but Republicans reached no agreement on black and
white equality. Some made implicit arguments for equality, drawing
striking historical parallels between black and white slavery and main-
taining that all slavery was unjust. Others tried to calm fears of
competition from black labor by suggesting that competition with
white workers would drive the inferior black race back to Africa.
Probably most typical, Thomas T. Davis of New York denied that the
races were equal, but nonetheless insisted that every race must be
permitted to reach “the elevation to which its own capacity and
culture should entitle it.”?”

Various circumstances affected voting on the measure when it came
up at the end of January 1865. Several Democrats who had previously
opposed the plan now voted aye in an attempt, they said, to save the
Democratic party by bowing to what appeared to be public will.
Other waverers may have been convinced to vote for any proposal
designed to shorten the war by seeing pictures of starving men in
Confederate prison camps, which were placed on congressmen’s desks
during the debate.®

The resolution received just over a two-thirds majority, passing by
a vote of 119 to 56. Fourteen Democrats voted aye and four Kentucky
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Republicans voted nay. Four years of war had finally permitted the
Republicans to commit a newly strong nation to a free economy and
to the prosperity party members believed free labor would create. The
cheering that broke out on the floor of the House and in the galleries
as the Speaker announced the vote reflected the measure’s popularity
in the nation. After Lincoln signed the measure on February 1, 18635,
sending the Thirteenth Amendment on its way toward ratification, the
editor of the New York Times rejoiced that the proposed amendment
“perfects the great work of the founders of our Republic.” With its
passage, he explained, “the Republic enters upon a new stage of its
great career . . . aiming at the greatest good and the highest happiness
of all its people.”*

When the resolution passed, one antislavery congressman recalled,
“it seemed to me I had been born into a new life, and that the world
was overflowing with beauty and joy, while I was inexpressibly thank-
ful for the privilege of recording my name on so glorious a page of
the nation’s history.” George W. Julian noted that a few days later—
less than a decade after the Dred Scott decision had denied black
people citizenship—a black lawyer from Boston was admitted to
argue before the Supreme Court. Shortly thereafter a black minister
preached a sermon in the hall of the House of Representatives. “Evi-
dently,” Julian concluded, “the negro was coming to the front.”?

At the end of the war, Republican legislation regarding slavery and
the freedmen seemed to consummate party members’ vision for the
nation. Every worker in the country had become a free agent, increas-
ing the national wealth as he worked to better himself. At the same
time, the Republicans had finally laid to rest the specter of states’
rights and had confirmed America’s nationhood. With the Thirteenth
Amendment, soon to be ratified, the Republicans had freed the coun-
try’s bound laborers and had declared the government strong enough
to enforce national legislation within the states, although party mem-
bers refused to use the peacetime government to aid individual work-
ers. It would only be a question of time, it seemed, before the nation,
rich with the products of millions of free laborers and strong with an
enduring nationalism that prompted all Americans to work for the
same goals, became the wealthiest and most powerful nation on earth.

Despite their acceptance in Republican economic theory, however,
black people were neither, as Julian so optimistically put it, “coming
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to the front” nor secure as free laborers. Living at a time when
immigrant groups had overcome great odds to construct a place for
themselves in American society and believing that the ability of black
people to work would win them acceptance, if not equality, Republi-
cans underestimated the drag that white prejudice would exert on
freedmen as they attempted to work their way up in a free labor
economy. Even if the Republicans’ belief in the ultimate power of
individual labor had been realistic, the lack of Southern capital in the
postwar years would still have hampered black people. After the war,
racial prejudice combined with capital shortages and fluctuating labor
markets to prevent the Republicans’ free labor model from working
for most black Americans.”



Epilogue

Society stands or falls—is orderly or otherwise, upon its facts, and
when the acceptance of a particular theory is necessary in order to
preserve its balance, there is little hope of its steadiness; and this,
especially, when the theory appears to run counter to the common
experience of mankind.

—Cincinnati Enquirer, 1862

The Republicans who struggled to preserve their country during the
four tortuous years of the Civil War would have been astonished by
the charges that they had legislated for the benefit of big business, or
that they had merely pieced together domestic legislation to meet the
exigencies of the war. During the war, party members worked first of
all to hold the country together. While doing so, they turned their
attention to creating a new nation based on an economic ideal that
promised everyone the opportunity to advance while fueling growth.
Somehow, though, the American paradise they planned turned into
the very world of wealthy monopolists and impoverished workers and
farmers the Republicans most abhorred. The cause of the corruption
of their vision was indeed, as historians have charged, their wartime
economic legislation, but the Republicans’ tragic weakness was not
cupidity, but self-righteous optimism.

In the summer of 1861, Republican congressmen arrived in the
squalid rural capital to direct a largely passive federal government of
a loose union of states. Coming from across the North, they brought
their regional prejudices with them as they met in the shade of the
unfinished Capitol building, but most Republicans shared a belief that
labor created value and that a harmony of interest existed among all
economic groups in society. As the circumstances of the war years
made them revise their initial beliefs, Republicans strengthened the
national government in a pathbreaking effort to nurture the American
economy.

Republicans began their wartime economic activities nervously,
trying simply to fill an empty war chest. When state bankers flouted
the Republican expectation that capitalists would cooperate with the
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government, the Treasury Secretary began to bypass bankers and sell
bonds directly to the public. Meanwhile, Western Republicans forced
Congress to take unprecedented action to weaken the state banks and
financiers that Westerners believed were monopolizing the nation’s
money. When banks suspended specie payments, Congress rested the
nation’s currency on the North’s economic strength rather than gold,
declaring treasury notes legal tender. The passage and amendment of
the National Currency Act in 1863 and 1864, which created a new
national banking system, excised uncooperative bankers from the
harmonious partnership that Republicans believed should exist be-
tween government and capital and, together with the elimination of
state bank notes by taxation, reduced the privileges of all bankers.
By the end of the war, having acted largely because of Western politi-
cal clout, Republicans had developed an innovative financial system
intended to place the burden of the national debt directly on the
public, prevent money monopolies, and unite Americans with a single
currency.

As they restructured the country’s monetary system, Republicans
began to exercise unprecedented influence on other national economic
issues as well. After their conflicts with bankers, party members relied
on individual citizens to pay for the war though loans and taxes, so
it seemed imperative for the government to foster prosperity in order
for individuals to meet those added burdens. A person’s labor created
value, Republicans believed, so any worker could gradually accumu-
late enough capital to rise, provided no one obtained exclusive control
of resources. Consequently, Congress took steps to guard against land
and money monopolies and the creation of permanent economic
classes while legislating to nurture farming and manufacturing. En-
listing wartime legislation to build a nationwide version of the rural
societies from which many of them came, party members hoped to
create a thriving nation of independent farmers, small manufacturers,
and upwardly mobile laborers.

Even before the war, Republican congressmen had devised a new
tariff system, designing it to protect domestic “industry”—that is,
farming, mining, and manufacturing—at the same time that it raised
revenues. When the war required domestic taxation as well, Repub-
licans tried to avoid land taxes, which fell heavily on the Western
states, and instead employed manufacturing and income taxes to
spread the burden on those most able to bear it. Easterners, in turn,
insisted that industry needed higher tariffs so it could pay the new
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taxes. Enough Westerners agreed with them to pass a series of pro-
tective tariffs. While the Republicans maintained that the tariff system
benefited all sectors of the economy, by the end of the war tariff
legislation concentrated on manufacturing because the agricultural
sector, with its booming market, needed no protection.

Intended initially simply to raise revenue, the sweeping Republican
system of tariffs and taxes expanded the government’s role in the
economy. Recognizing that, despite their unpopularity, taxes and tar-
iffs could spur economic growth, party members decided to raise
money in such a way that it would help Northern economic develop-
ment. They turned a traditional duty to new, ambitious ends. Joined
with bond policy, Republican tax and tariff legislation created a need
for the government to continue encouraging economic development.
Republican tax policy demanded a growing tax base, while bond
policy required that the public have the resources and confidence to
invest in government bonds. Republican wartime revenue measures
thus depended on widespread prosperity, which party members in-
tended to promote.

With their agricultural legislation, Republicans developed what
they viewed as the sector of the economy on which all others de-
pended. Westerners, anxious to prevent monopolization of their lands
by speculators, joined Easterners, who argued that the nation needed
a broader tax base, to pass the Homestead Act, which gave parcels
of Western land to settlers. In addition, hoping to establish a strong
agricultural foundation for the economy, Republicans funded a new
agricultural department and promoted immigration to populate the
West. At the request of Easterners, whose depleted lands needed
scientific care, Republicans also gave lands to establish agricultural
colleges.

Republican agricultural legislation represented an unprecedented
government effort to speed up labor’s development of the nation.
Democratic opposition to such use of government was muted, for
Democrats had always championed agriculture and felt unable to
oppose such favorable legislation. The Republicans’ agricultural pro-
gram not only initiated the government’s active involvement in the
economy, but also committed the nation to developing national in-
dustry, for it meant that the Treasury would never again rely on land
sales for revenue, but must count on taxes. Thus, these agricultural
measures, which enjoyed wide support from Western farmers, ulti-
mately dictated government support for manufactures.
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Republican railroad legislation launched the party and the national
government into new areas of the economy in order to increase the
ability of workers to develop the nation. Anxious to move farmers
across the plains, desperate to reach Western gold fields, and hoping
to protect California, Republicans claimed congressional power to
charter a corporation for building a transcontinental railroad. They
also offered government funds to their new railroad company. Their
fears of government enterprise made them limit federal regulatory
powers, although they gradually expanded the government’s supervi-
sion of the project. With their transcontinental railroad legislation,
Republicans took the striking step of offering government credit to
those who would develop the country.

Finally, with their policies toward slaves and freedmen Republicans
sought to introduce black people as laborers into the free society they
were constructing, although party members did not necessarily expect
them to be equal to white workers. While most Republicans had
excluded black labor from their prewar understanding of a society
built on free labor, the evident usefulness of slaves to the Confederacy
made party members recognize the value of black labor and eventually
to envision a role for free black people in their plan for the American
economy. Republicans gathered black Americans into their economic
world, but the Freedmen’s Bureau revealed a critical limit to their
vision of the economic role of the national government. Convinced
that the ability to labor was a person’s ticket to economic success, and
that the troubles of freedmen were occasioned solely by the war, the
Republicans provided only temporary government aid to help freed-
men through the transition from slavery to freedom, then left them
alone to become laborers for the national economy. The national
government’s role, according to Republicans, was to encourage labor
to develop the nation by preventing money monopolies, freeing land,
adjusting the revenue laws, and extending government credit to en-
trepreneurs in public enterprises, but it was not to support any trou-
bled economic sector.

When the war ended, the Republican vision of a prosperous society
of farmers, independent laborers, and small manufacturers seemed
close to realization. All American laborers were now free to contribute
to the economy. The Union boasted a strong agricultural sector, which
exported crops to Europe in exchange for specie; the Homestead Act
drew farmers West; and the transcontinental railroad, already under
construction, would soon help them get there. Not just the agricul-
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tural sector, but the whole economy boomed during the war. Laborers
found work easily and, although wages did not always keep up with
inflation, few complained while the fighting continued. Tariff walls
encouraged Northern industry, enabling it to prosper despite taxes
that, before the war, manufacturers would have found crushing. En-
couraging further development, new banking policies offered capital
to all regions of the country, and a uniform currency system promised
an end to bank failures.

Above all, in the spring of 18635, the Union enjoyed a buoyant sense
of nationalism. Bond, banking, and tax legislation had tied individuals
to a strong national government and made them vitally interested in
its survival, while agricultural, railroad, and emancipation legislation
had won people’s loyalties with tangible benefits to individuals. At the
same time, the debates over tax and tariff legislation, as well as bond
and railroad legislation, had exacerbated Union antagonism toward
Europe, and especially England, making Northerners self-conscious
boosters of America. People focused on the Union rather than indi-
vidual states, defining their nation against what Republicans deemed
a hostile Europe, as well as the secessionist South. Having poured out
blood and money in amounts hitherto inconceivable to survive a
devastating civil war, and at the end of it finding themselves prosper-
ous as well as successful, Republicans believed in America’s unlimited
potential. The country was becoming, it seemed, “the greatest nation
of the earth.”

The years after the war, however, revealed that the Republicans’
attempt to create an American utopia would not succeed. The same
ideas and optimism that shaped the Republicans’ plans for a strong
and prosperous nation caused them unwittingly to lay the ground-
work for the turmoil of the late nineteenth century. Republicans’
beliefs about political economy came from a rural antebellum world
of farming, small enterprise, and strong religious belief in economic
justice—a world that the war and, in large part, the Republicans’ own
economic legislation undermined. Party members’ faith in individual
labor made them pass sweeping laws to enable workers to prosper
and develop the nation, but the same faith made Republicans oblivi-
ous to the actual conditions they were creating for those workers.
They freed the slaves, invited immigrants into the country, and offered
all settlers free land, but neither recognized freedmen’s, homesteaders’,
and Southerners’ need for capital nor believed that a person’s ability
to work might not be enough to overcome racial or ethnic prejudice.



256 + Epilogue

At the same time, Republicans’ belief that employers would accord
labor its full share of profits to maintain a healthy economy, follow
God’s law, and conform to social pressures made party members
ignore workers’ decreasing bargaining power in cities. Republicans
constructed a world designed to offer workers an open field for
advancement on the sole basis of their labor at a time when workers’
recipe for success needed spicing with money, opportunity, and favor-
able labor markets.

Republicans’ belief in a harmony of economic interests and their
concomitant fear of an intrusive government underwent wartime re-
visions but remained fundamentally intact. Together, these beliefs
both benefited and injured the nation. Party members punished cer-
tain bankers and speculators, but they remained sure enough that
wealthy individuals would strive in the public interest to permit them
the latitude to manage the nation’s new banking system and build the
transcontinental railroads. At the same time that Republicans let
individuals undertake large national projects, their belief in the public
spirit of such private enterprise and their fear of government interfer-
ence made them reject the regulation of private organizations that
might have guaranteed their probity. Party members’ faith that every
person understood his or her own interests, that each person’s good
benefited all others, and that government intrusion in private affairs
invited corruption and monopoly meant that Republican legislation
depended on individual responsibility and integrity. On the positive
side, that meant that Republicans were willing to free the slaves
without imposing a new form of government bondage. On the other
hand, it made party members assign to individual investors the im-
possible job of policing the nation’s new large businesses.

While all sectors of the economy apparently had emerged from the
war healthy, the strength of agriculture and labor proved illusory. The
Republicans’ belief that the economy depended on agriculture led
them to help individual farmers, but the realities of the wartime
economy paved the way for the eventual demise of the small farm.
Republicans’ understanding that ever-increasing agricultural produc-
tion would fuel a booming economy made them pass innovative laws
to help farmers expand into new lands and put old lands to the best
possible use. The antebellum notion of small enterprise, however,
blinded party members to the fact that new railroads, large markets,
and rising production costs, all promoted by the war, would soon
favor large agricultural enterprises over the family farm.
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Laborers also appeared better off at the end of the war than they
really were. Republican immigration policy produced a large labor
force in the postwar years, but while many immigrants did finally
settle in the West, as Republicans had hoped, many more remained
in Eastern cities. Competition for jobs depressed wages and under-
mined the idea that manufacturers and workers shared a harmony of
interest. At the same time it demonstrated that labor did not possess
inherent value but, rather, that its worth depended on the vagaries of
the labor market. A constant influx of foreigners, all speaking differ-
ent languages, having different needs, and cherishing different goals,
hampered laborers’ efforts to organize and weakened their bargaining
power for decades. The standard of living for city workers, especially
immigrants, fell to appalling levels.

Freedmen, too, seemed to many Republicans to enjoy a better
position in 1865 than they really did. Republicans assumed that the
freed slaves would advance in a free labor economy. Despite the
devastation of the South, party members recognized no need to pro-
vide ex-slaves with assistance because they believed that an individ-
ual’s ability to labor was his “pecuniary resource.” Republicans made
no allowances for prejudice against freedmen because, they argued,
no thinking employer would turn away labor. Republican policy gave
ex-slaves the same legal rights as white people, then left the freedmen
on their own. Tied with Southern whites into a devastating crop lien
system and suffering under race prejudice, most freedmen found them-
selves unable to escape from poverty.

While farmers, laborers, and freedmen appeared stronger at the end
of the war than they really were, banking and business appeared
weaker than they would later become. Although Republicans de-
signed their banking measures to reduce the power of dominant
bankers, Western insistence on a pyramid system of bank-note re-
demption increased the strength of Eastern bankers after the war.
Further, the attempts of a postwar Treasury Secretary to gain bankers’
support of the new system made him mismanage bank conversions,
placing almost all national bank capital in the East rather than the
expanding West.

Similarly, Republicans had risked the destruction of manufacturing
by placing the burden of wartime taxation on it, later to find business
not only healthy, as party members had hoped, but also dominant
over other sectors of the postwar economy. Many businesses thrived
under the new high tariffs enacted to enable manufacturers to pay
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taxes. While taxes fell after the war, high tariffs continued, and strong
businesses remained protected against foreign competition. At the
same time, the postwar push for development funneled government
money and land to various corporations, giving them advantages
other economic groups could not claim.

The Republicans’ wartime legislation itself forestalled any postwar
legislative efforts to correct its flaws. Party members’ economic beliefs
made them guarantee that nineteenth-century America would remain
as they constructed it, for their willingness to expand the economic
power of the national government firmly established the government’s
role in the economy for decades to come. During the war, as they
broke old precedents, party members set their own powerful prece-
dent of government support for all sectors of the national economy,
but they developed no corresponding role for the government as a
regulator of growth or as a protector of disadvantaged economic
groups. Only once did Republicans try to use the government to
protect the public interest from a specific economic harm. When the
Gold Bill of 1864 failed miserably they did not try such a method
again, and they explicitly rejected such a role for the government
during the debates over what became the Bureau for the Relief of
Freedmen and Refugees. After the war, businessmen and financiers
profited handsomely from the assistance of the national government
while farmers and laborers, who enjoyed no protection from the
dominant manufacturing, transportation, and banking interests, suf-
fered under the same push for development. In those years, the prece-
dent the wartime Republicans set against government regulation of
corporations and against government protection of individuals under-
mined American society even as the nation’s economy boomed.

Adding to the turmoil of the postwar world was the wartime change
in popular expectations of the central government. At the same time
that Republicans expanded the activities of the government solely to
increase development, Republican wartime economic legislation tied
all Northerners directly to the national government. Bond sales and
banking laws especially convinced Northerners that the government
rested on their financial strength, that it thus belonged to them, and
that it should respond to their needs. During the war, party members
did in fact legislate to suit their constituents, who demanded almost
exclusively laws encouraging development, and the image of a peo-
ple’s government grew stronger. In the postwar years, however, the
nation’s needs no longer seemed as clear as they had been in wartime,
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and the American public splintered into different groups advocating
different government policies to promote their interests. The personal
identification of Americans with the national government added pas-
sion to debates over national policy at the same time that wartime
precedents of government action guaranteed that interest groups de-
manding anything but aid for development would be disappointed.
The apocalyptic rhetoric of postwar third-party political movements
indicated that those who identified the government as their own felt
personally and profoundly betrayed when it did not respond to their
needs.

During the Civil War, Republicans watched Washington turn into
a thriving city, and pointed proudly to “the fact that all through this
terrible struggle for the life of the Republic, the work on the new
Capitol has not been suspended for a day—not even when the enemy
were intrenched for months almost within drum-beat.”! Party mem-
bers recognized the symbolism of the construction, and they tried to
imitate it in their own domestic legislation. In the four years of the
war, while fighting for the survival of the Union, the Republican party
enacted a comprehensive set of economic policies designed to create
a prosperous nation. Their laws provided powerful testimony of the
Republicans’ trust in their fellow citizens’ abilities and their optimistic
confidence in their country’s capacity for greatness. Their legislation
was a reasonable response to the conditions at hand, and much of it
benefited the nation; the party’s domestic legislation brought a strong
America into a new era. But the new nation was not the one that
Republicans had envisioned, for the push to construct national eco-
nomic might overshadowed their grand social aims until the quest
for universal prosperity was abandoned. Republicans, in their opti-
mism, pride, and self-righteousness, could not see that they had built
their new America on a flawed theory that their own laws helped to
antiquate.
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12, 1861, p. 4. Chase, Report of the Secretary of the Treasury, December
9, 1861, Congressional Globe, 37th Cong., 2nd sess., Appendix, p. 23.
Philadelphia Inquirer, August 15, 1861, p. 4. Indianapolis Daily Journal,
August 19, 1861, p. 2, from New York World of August 15. Chase to John
A. Stevens, August 20, 1861, Chase MSS. Philadelphia Inquirer, August 15,
1861, p. 4. W. P. Fessenden to J. S. Pike, September 8, 1861, James S. Pike
MSS., LC.

Indianapolis Daily Journal, September 6, 1861, p. 2. The seven-thirties were
generally termed Treasury notes, but were marketed as bonds.
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35.

36.

37.

38.

39.

40.

41.

42.

H. D. Cooke to Jay Cooke, August 7, 1861, and July 9, 1861; Jay Cooke
to H. D. Cooke, May 15, 1861; Chase to Jay Cooke, September 4 and 3,
1861; H. D. Cooke to Jay Cooke, September 7, 1861; Jay Cooke to Chase,
September 7, 10, and 11, 1861; Jay Cooke MSS., HSP. James Gordon
Bennett to Chase, September 9, 1861, Chase MSS. Schuckers, Chase,
p. 229.

Jay Cooke to Chase, September 10, 1861, Jay Cooke MSS., HSP. New York
Daily Tribune, September 3, 1861, p. 4, September 6, 1861, p. 6, September
28, 1861, p. 4. Boston Daily Evening Transcript, September 10, 1861, p. 2.
James Sill to Chase, September 14, 1861; Flamen Ball to Chase, September
6, 1861, Chase MSS. For popularity of loan, see also the Philadelphia
Inquirer, October 3, 1861, p. 4.

James R. Doolittle to Chase, September 13, 1861; Abraham Lincoln to
Chase, October 5, 1861; William Gunckel to Chase, October 3, 1861;
Chase MSS. W. P. Fessenden to J. W. Grimes, September 26, 1861, William
Pitt Fessenden MSS., Bowdoin College.

Indianapolis Daily Journal, September 14, 1861, p. 2, and October 7, 1861,
p. 2. Philadelphia Inquirer, October 12, 1861, p. 4. Chase to August Bel-
mont, September 13, 1861; John A. Stevens to Chase, September 14, 1861;
S. A. Mercer to Chase, September 23, 1861, Chase MSS.

The Treasury used two-year, 6 percent notes. Chase to Robert Buchanan,
October 4, 1861; Chase to Amos B. Eaton, October 10, 1861; William
Tecumseh Sherman to Chase, October 9, 1861; Chase to Cisco, October
15, 1861; Chase to John A. Stevens, October 18, 1861; August Belmont to
Chase, October 31, 1861; William D. Gallagher to Chase, November 18,
1861; Chase MSS. On Chase’s insistence on receiving gold payments rather
than drawing on bank funds to pay creditors, see Hammond, Sovereignty
and an Empty Purse, pp. 79-81. For changes in the Independent Treasury
Act of 1846 to avoid specie transfers, see ibid., pp. 63-70, 98-105.

Chase to Henry F. Vail, October 24, 1861; E. W. Chester to Chase, October
29, 1861; Chase to John A. Stevens, November 20, 1861; Henry E Vail to
Chase, November 23, 1861; Chase to John A. Stevens, November 25, 1861;
John A. Stevens to Chase, December 2, 1861; Cisco to Chase, December 7,
1861, strictly private and confidential; Chase MSS.

George S. Coe to Chase, December 3, 1861; Chase to George S. Coe,
December 4, 1861; Chase to John A. Stevens, August 17, 1861; Chase to
Ezra Lincoln, August 29, 1861; Chase to Franklin Haven, September 10,
1861; George S. Coe to Chase, November 14, 1861; Chase MSS.

Bankers thought Chase planned a large issue of Treasury notes declared to
be legal tender and exchangeable for 6 percent bonds. This would cripple
banks by replacing their own bank note issues while destroying the market
for bonds. George S. Coe to Chase, December 12, 1861, Chase MSS. Chase
had been paying creditors with drafts against individual banks for their
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43.

44,

4S.

46.

47.

48.

parts of the $50 million advances, and an informal meeting of bankers
considered ceasing to honor his drafts. Cisco to Chase, December 7, 1861,
strictly private and confidential; Chase to [John E. Williams], December 10,
1861; Cisco to Chase, December 9, 1861; Cisco to Chase, December 10,
1861; Chase MSS.

John E. Williams to Chase, December 13, 1861; Chase to Jay Cooke,
December 16, 1861; Cisco to Chase, December 16, 1861; Jay Cooke to
Chase, December 27, 1861; R. W. Latham to Chase, New York, December
26, 1861; Chase MSS. See also Chase diary, December 10, 1861, in David
Donald, ed., Inside Lincoln’s Cabinet: The Civil War Diaries of Salmon P.
Chase (New York: Longmans, Green and Co., 1954), p. 48.

New York World, in Cincinnati Daily Commercial, December 23, 1861,
p. 3. Henry E Vail to Chase, December 27, 1861; Cisco to Chase, December
16, 1861; Cisco to Chase, December 17, 1861; Chase to Cisco, December
29, 1861; George Harrington to Chase, December 29, 1861; Chase MSS.
Philadelphia Inquirer, January 1, 1862, p. 4.

On the country’s prosperity, see the Chicago Tribune, January 8, 1862, p. 3,
from the New York Times. On money supply, see the Cincinnati Daily
Commercial, December 9, 1861, p. 4; and the San Francisco Daily Alta
California, January 3, 1862, p. 4. Cincinnati Daily Commercial, December
10, 1861, p. 4, and December 24, 1861, p. 2.

Hugh McCulloch, president of the Bank of the State of Indiana, December
31, 1861, in Indianapolis Daily Journal, January 1, 1862, p. 3. See also
Indianapolis Daily Journal, January 7, 1862, p. 3; and January 21, 1862,
p. 3. New York Times, January 18, 1862, p. 4. The New York Daily
Tribune, January 5, 1864, p. 4, provides a recollection of the time of
suspension. Chicago Tribune, January 3, 1862.

Chase to John A. Stevens, December 31, 1861; Chase to Cisco, January 7,
1862; Henry F. Vail to Chase, January 7, 1862; Jay Cooke to Chase, January
31, 1862; Chase MSS. Boston Post, January 22, 1862, p. 1; New York
Daily Tribune, January 15, 1862, in Boston Post, January 16, 1862; Phila-
delphia Daily Evening Bulletin, January 20, 1862, p. 4; New York Times,
January 16, 1862, p. 4, and January 18, 1862, p. 4; Chicago Tribune,
January 16, 1862, p. 2, and January 17, 1862, p. 4. Banks had taken a third
$50 million loan on different terms than the first two, accepting 6 percent,
twenty-year bonds salable in Europe as well as the United States, but refused
another installment on the same terms as the first two. On Western fury at
banks, see George Carlisle to Chase, February 3, 1862; Chase MSS.
Congressional Globe, 37th Cong., 2nd sess., pp. 630-636. John Sherman,
Recollections of Forty Years in the House, Senate, and Cabinet (London:
Samson Low, Marston & Co., 1895), 1: 302. Chase to William Pitt Fessen-
den, February 10, 1862. Finance Committee Chairman Fessenden pushed
this change through the Senate over protests that it would make the bonds
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49.
50.

51.

52.

53.

54.
55.

S6.

57.

58.

59.

60.

61.

62.

much less valuable for investors (Congressional Globe, 37th Cong., 2nd
sess., pp. 773=775).

Congressional Globe, 37th Cong., 2nd sess., pp. 881-891, 899-901.
Chase to Cisco, March 22, 1862; Chase to Jay Cooke, March 22, 1862;
Cisco to Chase, March 26, 1862; Chase MSS. New York Daily Tribune,
June 12, 1862, p. 6. Philadelphia Inquirer, June 10, 1862, p. 4, and June
11, 1862, p. 4.

Philadelphia Inquirer, August 2, 1862, p. 7. Samuel Hallett’s North Ameri-
can Financial Circular, in the Cincinnati Daily Gagzette, August 1, 1862,
p. 2. Cincinnati Daily Gazette, June 16, 1862, p. 2.

Chase to Cisco, June 5, 1862; Chase to W. P. Fessenden, June 7, 1862,
Chase MSS. New York Times, January 14, 1862, pp. 4-5. Cisco to Chase,
June 27, 1862; Chase to W. P. Fessenden, June 28, 1862; Chase MSS.
Chase to Elbridge G. Spaulding, June 17, 1862; Chase to John Bonner,
October 4, 1862; Chase to Cisco, October 7, 1862; Cisco to Chase, October
10, 1862; Chase MSS.

Congressional Globe, 37th Cong., 2nd sess., pp. 2880-2885.

Chase to Cisco, September 15, 1862; Chase to Benjamin F. Butler, Septem-
ber 23, 1862; Chase to Cisco, October 7, 1862; Cisco to Chase, October
10, 1862; Chase MSS. Chase, September 12, 1862, Inside Lincoln’s Cabi-
net, pp. 135-136. Harpers Weekly, 4 (November 29, 1862): 754.
Cincinnati Daily Gazette, October 8, 1862, p. 1, and October 15, 1862,
p. 1. Chase to Jay Cooke, November 13, 1862; Chase MSS.

For brief descriptions of the Treasury Department’s trouble handling bonds
during the war, see Donald R. Stabile and Jeffrey A. Cantor, The Public
Debt of the United States: An Historical Perspective, 1775-1990 (New
York: Praeger, 1991), pp. 56-59.

Kate Chase to “My dear Mr. Cooke,” September 1, 1861; Jay Cooke to
H. D. Cooke, March 25, 1861; Jay Cooke MSS., HSP. Jay Cooke to Chase,
October 30, 1861, and October 24, 1861; Chase to Jay Cooke, October
25, 1861, and March 7, 1862; Chase to Jay Cooke, November 8, 1862,
unofficial and private; Chase MSS.

Chase to Jay Cooke, October 23, 1862, and October 24, 1862; Jay Cooke
to Chase, October 25, 1862; Chase MSS.

Jay Cooke to Chase, October 25, 1862; Chase to Jay Cooke, November 8,
1862; Chase MSS.

For examples of daily reports, see the Indianapolis Daily Journal, March
25, March 26, and April 8, 1863. Oberholtzer, Cooke, 1:234-247. Indian-
apolis Daily Journal, March 24, 1865, p. 1.

Chase to Jay Cooke, November 13, 1862, Chase MSS. Chase sold $13.5
million of seven-thirties in November. The temporary loan was for $10
million. Philadelphia Inquirer, November 19, 1862, p. 1, and November
24, 1862, p. 4.
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63.

64.

65.

66.

67.

68.

69.

For attitudes toward banks, see, for example, the New York Times, January
14, 1863, p. 4; and the New York Daily Tribune, January 15 and 21, 1863,
p. 4. Stevens, Congressional Globe, 37th Cong., 3rd sess., pp. 145-146.
Chase to Jay Cooke, two letters of December 9, 1862, private, Chase MSS.
Sherman, Congressional Globe, 37th Cong., 3rd sess., pp. 841-846.
Cincinnati Daily Commercial, January 19, 1863, p. 2. The Ohio legislature
endorsed the plan. Cincinnati Daily Commercial, February 12, 1863, p. 4.
Philadelphia Inquirer, January 31, 1863, p. 2. Cincinnati Daily Gagzette,
January 22, 1863, p. 2. Chicago Tribune, March 12, 1864, p. 2.
Cincinnati Daily Gazette, December 5, 1863, p. 1. After a month of battles,
Chase agreed at the end of January to separate the banking and loan
sections of his package (Chase to John Sherman, January 30, 1863, Chase
MSS). “An Act to provide Ways and Means for the Support of the Govern-
ment,” March 3, 1863, Laws of the United States Relating to Loans and
the Currency (Washington: Government Printing Office, 1878) pp. 54-60.
Chicago Tribune, January 23, 1864, p. 2. New York Times, April 9, 1864,
p. 4. Hooper, Congressional Globe, 37th Cong., 3rd sess., p. 386. Indian-
apolis Daily Journal, April 2, 1863, p. 3. Cincinnati Daily Commercial,
November 14, 1862, p. 2, reprinted from New York Economist. See also
the Indianapolis Daily Journal, March 6, 1863, p. 1. New York Times,
January 31, 1862, p. 4; January 11, 1863, p. 4; March 9, 1863, p. 4; May
3, 1863, p. 4. “A Veteran Observer,” in the New York Times, March 9,
1863, p. 4. Philadelphia Inquirer, January 2, 1863, p. 6.

S. E. Browne to Chase, May 28, 1862; Chase to John P. Usher, March 30,
1863, Chase MSS. For an examination of the California situation, see
Samuel C. Wiel, Lincoln’s Crisis in the Far West (San Francisco, 1949). In
January 1864, Chase sent to Congress a section of a public lands bill that
would provide for sale, rather than preemption, of mineral lands. Such a
law, Chase wrote, would develop the mineral regions, increase production
of precious metals, and provide revenue. Over the following few months,
as gold prices rose and Treasury funds fell, Chase began to press harder
for the sale of gold lands. Newspapers from the New York Times to the
Cincinnati Daily Gagzette argued that gold from the West could solve the
Treasury’s problems. In June, Congress added a tax on mining products to
a pending tax bill. Indianapolis Daily Journal, July 28, 1864, p. 3, article
from New York Post. Chase to George Julian, January 24, 1864, Chase
MSS. Chicago Tribune, January 23, 1864, p. 2. Cincinnati Daily Gazette,
April 19, 1864, p. 2. New York Times, July 4, 1864, p. 2, and June 17,
1864).

Two letters from Chase to William Aspinwall and John M. Forbes, March
16, 1863; two letters from Chase to Robert J. Walker, March 30, 1863; S.
Hooper to Chase, April 20, 1863; Aspinwall and Forbes to Chase, May 2,
1863; Chase MSS. In February 1863 a group of European bankers offered
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70.

71.

72.

73.

74.

75.

76.

77.

78.

Chase a $100 million loan in gold at a rate of about 15 percent, to be paid
over fifty years. Chase declined the offer (J. Le Ray De Chaumont to Chase,
February 17, 1863; Isaac Smith Homans to Chase, March 10, 1863; Chase
MSS).

William Pitt Fessenden to James S. Pike, April 5, 1863, James S. Pike MSS.,
LC. Jay Cooke to Chase, April 23, 1863; Chase to Aspinwall and Forbes,
May 14, 1863; Cisco to Chase, July 7, 1863; Chase to Cisco, January 23,
1864; Chase MSS. Indianapolis Daily Journal, July 25, 1863, p. 2, and
August 19, 1863, p. 2.

Pelatiah Perit et al. to Chase, April 2, 1863; Cisco and Hiram Barney to
Chase, April 8, 1863; Chase to Cisco, April 16, 1863; Chase to Perit et al.,
April 17, 1863; Chase to John A. Stevens, April 5, 1863; Jay Cooke to
Chase, October 1, 1861; Chase to Jay Cooke, July 22, 1863; Chase to
Cooke & Co., June 1, 1863; Chase to Cooke & Co., June 2, 1863; Chase
MSS. Oberholtzer, Cooke, 1: 437-438.

Hiram Barney to Chase, June 16, 1863, Chase MSS. Speech of Chase at
Indiana State House, in Indianapolis Daily Journal, October 15, 1863, p. 2.
Cincinnati Daily Gazette, October 26, 1863, p. 1. See also Chase’s Report
to Congress, December 10, 1863: “The general distribution of the debt into
the hands of the greatest possible number of holders has been the second
object of the Secretary in its creation.” (Congressional Globe, 38th Cong.,
1st sess., Appendix, p. 7).

Coffroth, Congressional Globe, 38th Cong., 1st sess., p. 99. Hendricks,
ibid., pp. 1046, 1048. Clipping sent anonymously to W. P. Fessenden, Janu-
ary 1864, William Pitt Fessenden MSS., LC.

Sherman, Congressional Globe, 38th Cong., 1st sess., p. 1046. See also
Chicago Tribune, March 22, 1864, p. 2.

Cooke received three-eighths of one percent after the first $10 million of
bonds sold. Of that, one-eighth went to his agents, one-eighth to advertis-
ing, and one-eighth to himself. Commissions to buyers for resale, who
bought from Assistant Treasurers, cost another $122,000. Chase to
Schuyler Colfax, April 2, 1864, Chase MSS.

Chase to Jay Cooke, April 8, 1864; Jay Cooke to Chase, April 11, 1864;
Chase MSS. New York Times, April 7, 1864, p. 9. Cincinnati Daily Gazette,
April 7, 1864, p. 3.

On expansion of Treasury, see the New York Daily Tribune, May 20, 1862,
p. 6; and Fenton, Congressional Globe, 37th Cong., 3rd sess., pp. 1117-
1119. Hendricks, Congressional Globe, 38th Cong., 1st sess., p. 1046.
Cincinnati Daily Gazette, January 22, 1864, p. 2.

Jay Cooke to Chase, April 6, 1864; Horace Greeley to Chase, April 7, 1864;
Chase to Jay Cooke, March 31, 1864; Chase to Cisco et al., March 23,
1864; Chase MSS. Chase to W. P. Fessenden, in Schuckers, Chase, p. 416.
New York Daily Tribune, March 29, 1864.
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79.

80.

81.

82.

83.
84.

85.

86.

87.

88.

Article from the Cincinnati Daily Gazette, in the Chicago Tribune, March
25, 1864, p. 2. In Congress, Pomeroy read an article from the New York
Post of April 29, 1864, calling for five-twenties (Congressional Globe, 38th
Cong., 1st sess., p. 3211). C. P. Baily to Chase, May 3, 1864; Abraham
Lincoln to Chase, May 18, 1864; Chase to Cisco, March 18, 1864; Chase
MSS. William Pitt Fessenden, Report of the Secretary of the Treasury,
December 6, 1864, Congressional Globe, 38th Cong., 2nd sess., Appendix,
p. 25. Oberholtzer, Cooke, 1:425.

The bond legislation of the previous session would expire at the end of June.
Congressional Globe, 38th Cong., 1st sess., p. 2787. “An Act to Provide
Ways and Means for the Support of the Government . . . ,” June 30, 1864,
in Laws, pp. 63-70. The act also authorized the sale of $200 million worth
of five-twenties approved in March (H.R. 265).

New York Times, June 29, 1864, p. 4; May 5, 1864, p. 4; July 4, 1864,
p. 4. New York Daily Tribune, June 20, 1864, p. 4.

Donald, Inside Lincoln’s Cabinet, June 30, 1864, pp. 223-227. Howard K.
Beale, ed., Diary of Gideon Welles (New York: W. W. Norton & Co., 1960),
2: 63.

See, for example, the Chicago Tribune, May 4, 1864, p. 2.

David S. Tod of Ohio, the first nominee, was in poor health and faced a
battle for Senate confirmation. Tyler Dennett, ed., Lincoln and the Civil
War in the Diaries and Letters of Jobn Hay (New York: Dodd, Mead &
Co., 1939), pp. 198-203. W. P. Fessenden to “My Dear Sir,” Judge Tenney
[?], December 17, 1864, William Pitt Fessenden MSS., LC.

Fessenden, Report of the Secretary of the Treasury, December 6, 1864,
Congressional Globe, 38th Cong., 2nd sess., Appendix, p. 28. J. S. Morrill
to W. P. Fessenden, July 17, 1864, Justin Smith Morrill MSS., LC.

W. P. Fessenden to Cisco, July 6, 1864, William Pitt Fessenden MSS., LC.
New York Commercial of July 12, 1864, in Indianapolis Daily Journal, July
13, 1864, p. 3. Indianapolis Daily Journal, August 11, 1864, p. 4, reprint
from Springfield Republican. New York Times, July 14, 1864, p. 3. McCul-
loch, Men and Measures, p. 199. New York Post, July 19, 1864, in Indian-
apolis Daily Journal, July 20, 1864, p. 3. Indianapolis Daily Journal, July
19, 1864, p. 3. Report, 38th Cong., 2nd sess., p. 28. J. S. Morrill to W. P.
Fessenden, July 17, 1864, Justin Smith Morrill Misc. MSS., LC.

Report, 38th Cong., 2nd sess. p. 28. The bonds were three-year seven-thir-
ties. McCulloch, Men and Measures, p. 191. Fessenden’s Appeal is in New
York Daily Tribune, July 26, 1864, p. 4. New York Daily Tribune, July 27,
1864, p. 4. Indianapolis Daily Journal, August 30, 1864, p. 1, from Har-
per’s Magazine.

Chicago Tribune, June 4, 1864, p. 2. Francis Fessenden, Life and Public
Services of William Pitt Fessenden (Boston: Houghton, Mifflin and Co.,
1907), 1: 326-327. W. P. Fessenden to Harrington, August 12, 1864, Bixby



Notes to Pages 62-65 « 279

89.

90.

91.

92.
93.

94.

95.

96.

97.

98.

99.

MSS., Huntington Library, in Charles A. Jellison, Fessenden of Maine:
Civil War Senator (Syracuse, N.Y.: Syracuse University Press, 1962),
pp. 186, 184-188.

Fessenden, Fessenden, 1: 334, 351. In September, Fessenden issued the $32
million in five-twenty bonds under the act of March 3, 1863. This was the
loan that Chase had advertised and withdrawn (Report, 38th Cong., 2nd
sess., p. 28). In October, Fessenden issued $40 million worth of five-twen-
ties, which had been authorized by the act of June 30, 1864. Report, 38th
Cong., 2nd sess., p. 28. Indianapolis Daily Journal, October 17, 1864, p. 3.
Fessenden, Fessenden, 1: 351-353. Indianapolis Daily Journal, November
16, 1864, p. 3. On January 7, Fessenden withdrew the ten-forty loan. Only
$170 million worth of it had sold (Fessenden, Fessenden, 1:359).

New York Daily Tribune, August 4, 1864, p. 4. Treasury Department
Circular of December 13, 1864, Treasury Department Records, National
Archives, in Jellison, Fessenden, p. 180. McCulloch, Men and Measures,
pp. 190-191.

Fessenden got permission on January 5 to issue as seven-thirties the bonds
authorized on June 30, 1864 (Fessenden, Fessenden, 1: 359-362). Indian-
apolis Daily Journal, February 6, 18635, p. 1, discusses the sales of February
3, 1865.

Philadelphia Daily Evening Bulletin, March 29, 18635, p. 4.

Fessenden, Fessenden, 1: 361-362. “An Act to Provide Ways and Means
for the Support of the Government,” March 3, 1865, in Laws, pp. 71-73.
House debates are in Congressional Globe, 38th Cong., 2nd sess.,
pp. 1198-1205. Although there was not a roll-call vote on the passage of
the bill, there was one on a motion to reconsider. The division on that
motion was largely by party, with Stevens, who hated the gold provision,
being the notable Republican switching sides.

W. P. Fessenden to Abraham Lincoln, February 6, 1865, William Pitt Fes-
senden MSS., LC. McCulloch was actually nominated and confirmed a few
days after March 3. McCulloch, Men and Measures, pp. 193, 246.
Oberholtzer, Cooke, 1: 528. McCulloch, Report of the Secretary of the
Treasury, Congressional Globe, 39th Cong., 1st sess., Appendix, pp. 34-44.
Article from New York Post, in Indianapolis Daily Journal, July 28, 1864,
p. 3.

Chase, December 10, 1863, Report of the Secretary of the Treasury, Con-
gressional Globe, 38th Cong., 1st sess., Appendix, p. 7. Indianapolis Daily
Journal, March 24, 1865, p. 1. See also Sherman, Recollections, (London
ed.), 1: 302.

Chase to Simeon De Witt Bloodgood, February 2, 1863, Chase MSS. Speech
by Godlove S. Orth at Layfayette, Indiana, September 8, 1864, in Indian-
apolis Daily Journal, September 10, 1864, pp. 1-2.

Jay Cooke to Philadelphia Inquirer, March 19, 1868, printed March 21,
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100.

1868, in Oberholtzer, Cooke, 2: 47. See also, for example, Philadelphia
Inquirer, March 20, 1867, p. 4. For references to postwar bond speculation,
see Larson, Cooke, pp. 207-236. Larson reports that on April 14, 1866,
the New York Commercial and Financial Chronicle estimated that Europe-
ans held at least $200 million in U.S. securities. For a brief discussion of
the Western appeal of the Democrats in 1868, see Irwin Unger, The Green-
back Era: A Social and Political History of American Finance (Princeton,
N.J.: Princeton University Press, 1964), pp. 195-199. For a discussion of
the roots of the paper currency redemption plan, its elements, and its
failure, see Robert P. Sharkey, Money, Class, and Party: An Economic Study
of Civil War and Reconstruction (Baltimore: Johns Hopkins Press, 1959),
pp- 81-134.

The actual distribution of United States securities in postwar years remains
unclear. Historians of the war years tend to emphasize the wide distribution
of war bonds, while those of the postwar years emphasize the gulf between
wealthy bondholders and the poorer classes, who resented the taxes re-
quired to fund the bonds. A study of the subscriptions to and ownership of
the bonds is necessary, especially in light of Cooke’s insistence that his own
examination of his sales books through 1868 revealed continuing popular
ownership of U.S. securities. Available statistics from the period are unre-
vealing. Public Treasury records list only initial sales of postwar bonds to
large investors, largely for resale (see, for example, House Exec. Doc. 52,
39th Cong., 2nd sess.; House Exec. Doc. 34, 40th Cong., 2nd sess.; House
Exec. Doc. 26, 40th Cong., 3rd sess.) Banks did not absorb the majority of
national bonds for reserves, either, owning at their highest level (in 1880)
only about 21 percent of the total bonds issued (see tables in Studenski and
Krooss, Financial History, pp. 174, 177). My own suspicion is that the
refunding of the debt into lower interest, long-term securities in 1870-1879,
which coincided with recessions in agricultural areas, along with the retire-
ment of much of the debt in the twenty years after the war, resulted in the
concentration of bonds in the hands of the wealthy, but if this is the case,
the immediate postwar agitation against bondholders would bear reexami-
nation.

3. Monetary Legislation

The epigraph is taken from the Congressional Globe, 37th Cong., 3rd sess.,
p. 1117.

1.

2.

This is, of course, a greatly simplified version of American banking. A.
Barton Hepburn, History of Coinage and Currency in the United States
(New York: Macmillan, 1903), p. 177. William B. Weeden, War Govern-
ment, Federal and State (Boston: Houghton, Mifflin and Co., 1906), p. 355.
Fritz Redlich, The Molding of American Banking (New York: Johnson
Reprint Corp., 1968), 1: 202-204. Roy P. Basler, ed., The Collected Works



Notes to Pages 68-70 -« 281

of Abrabam Lincoln (New Brunswick, N.J.: Rutgers University Press,
1953), 1: 159-179, 189, 307, 312, 317.

. On business stagnation, see, for example, Lorenzo D. Myers to John Sher-

man, July 8, 1861, John Sherman MSS., LC.

. Philadelphia Inquirer, April 30, 1861, p. 2. On Milwaukee riots see, for

example, Boston Daily Evening Transcript, June 25, 1861, p. 4. James R.
Doolittle to Salmon P. Chase, September 13, 1861, Chase MSS. Indianapolis
Daily Journal, January 21, 1862, p. 3.

. Chase’s first proposal came from a plan by New York banker and theorist

George Opdyke, who advocated a currency backed by government credit
rather than state bank capital. After taking office, the Secretary at first
worked more closely with Opdyke and his partners (one of whom had
preceeded Chase in the Treasury) than with almost any other bankers. In a
letter to John A. Dix, R. M. Blatchford, and George Opdyke, April 23, 1861
(in John Niven, ed., The Salmon P. Chase Papers [Frederick, Md.: University
Publications of America, 1987], on microfilm), the Secretary gave the three
men extraordinary authority to act for the Treasury Department in the event
communications between Washington and New York were cut. George
Opdyke, A Treatise on Political Economy (New York: G. P. Putnam, 1851),
pp- 284-296.

. Salmon P. Chase, Report of the Secretary of the Treasury, December 9,

1861, Congressional Globe, 37th Cong., 2nd sess., Appendix, pp. 25-26.

7. New York’s 1838 Free Banking Act secured currency with property by

8.

9.

10.

requiring state banks to deposit with state bank commissioners state or
government bonds in amounts equal to their proposed circulation before
receiving uniform bank notes, signed by a state official, which they could
circulate. In the decades before the war, monetary theorists had called for
the government to develop a similar national currency scheme. Redlich,
American Banking, 1: 191-204; 2: 100-101.

On the plan’s unpopularity, see, for example, R. H. King to Samuel B.
Ruggles, Albany, New York, December 15, 1861, Samuel B. Ruggles MSS.,
NYPL. On the plan’s popularity, see, for example, A. A. Guthrie to J.
Sherman, February 11, 1862; and J. Cooper to ]J. Sherman, February 24,
1862, both in John Sherman MSS., LC. Chicago Tribune, December 30,
1861, p. 2. Cincinnati Daily Commercial, December 24, 1861, p. 2.
Wesley Clair Mitchell, A History of the Greenbacks (Chicago: University
of Chicago Press, 1903), pp. 37-38. On rumors of paper currency issue, see
article from the St. Louis Republican, republished in the Daily 1llinois State
Register, December 12, 1861, p. 2; and Jay Cooke & Co. to Jay Cooke &
Co., January 7, 1862, Jay Cooke MSS., HSP.

On Chase’s trip to New York, see the Cincinnati Daily Commercial, De-
cember 23, 1861, p. 3, from the New York World. New York banks sus-
pended on December 31, 1861; most other Eastern banks followed suit.
Ohio banks suspended two weeks later; the State Bank of Indiana held out
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until March 1862 (Cincinnati Daily Enquirer, January 11, 1862, p. 2, and
January 17, 1862; Indianapolis Daily Journal, January 1, 1862, p. 3, and
March 10, 1862, p. 2). Raymond in the New York Assembly, January 28,
1862, in the New York Times, February 1, 1862, p. 3.

New York Daily Tribune, December 31, 1861.

Elbridge G. Spaulding, History of the Legal Tender Paper Money Issued
During the Great Rebellion (Buffalo: Express Printing Co., 1869), pp. 8-14.
Mitchell, Greenbacks, p. 45. New York Daily Tribune, December 31, 1861,
p. S.

Some economists and legislators had ineffectively battled the “popular error
that the value of money depends on the material of which it is made.” On
paper money as replacement for specie, rather than a debt, see Kellogg,
Labor and Other Capital, pp. 47-48; and Opdyke, Treatise, pp. 52-53. On
paper money as a debt, see, for example, the Chicago Tribune, January 8,
1862.

New York Daily Tribune, January 13, 1862, p. 4. See also the Chicago
Tribune, January 8, 1862. Republicans also feared that the depreciation of
paper currency would slow the nation’s growth by encouraging the export
of capital. As paper money depreciates, the price of imports rises and the
price of exports falls. A nation using a paper currency, Republicans felt,
would buy high and sell low, making capital flow out of the country.
Chicago Tribune, January 8, 1862; see also Sheffield, Congressional Globe,
37th Cong., 2nd sess., pp. 640-642.

Henry Charles Carey, Essay on the Rate of Wages (Philadelphia: Carey, Lea
& Blanchard, 1835), p. 11. Francis Wayland, The Elements of Political
Economy (New York: Leavitt, Lord & Co., 1837), pp. 341-342. “Common
Sense” editorial in the Boston Post, January 3, 1862, pp. 1-2.

Opdyke, Treatise, p. 303. Cincinnati Daily Commercial, December 9, 1861,
p. 4.

Philadelphia Inquirer, June 27, 1861, p. 4. New York Daily Tribune, May
17, 1862, p. 4. On Confederate currency and its overissue, see Douglas B.
Ball, Financial Failure and Confederate Defeat (Urbana: University of Illi-
nois Press, 1991), pp. 164-176.

There is a difference between “currency”—a common medium of exchange
determined by custom or by some other means—and “legal tender”—a
special form of currency established by law that must be accepted in pay-
ment for any financial obligations.

Philadelphia Daily Evening Bulletin, January 7, 1862, p. 4. New York Daily
Tribune, January 13, 1862, p. 4. On bank deposits, see David M. Gische,
“The New York City Banks and the Development of the National Banking
System, 1860-1870,” American Journal of Legal History, 23 (January
1979): 25-27, 36. “Common Sense” in the Boston Post, January 3, 1862,
pp. 1-2. Philadelphia Inquirer, January 1, 1862, p. 4; January 14, 1862,
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p. 4. Compare Bray Hammond, “The North’s Empty Purse, 1861-1862,”
American Historical Review, 67 (October 1961): 1-18, which argued that
bankers advocated the greenbacks.

Chicago Tribune, January 17, 1862, p. 4, and February 4, 1862. See also
ibid., January 3, 1862; January 13, 1862, p. 1; and January 15, 1862, p. 2,
for advocacy of government notes. Similar articles appear in the New York
Daily Tribune, December 31, 1861, p. 4; and the New York Times, January
6, 1862, p. 2; January 13, 1862, p. 4; and January 18, 1862. Timothy C.
Day to J. Sherman, February 11, 1862, John Sherman MSS., LC. Quotation
is from Cincinnati Daily Enquirer, January 10, 1862, reprinted from the
New York Herald. See also Bray Hammond, Sovereignty and an Empty
Purse: Banks and Politics in the Civil War (Princeton, N.].: Princeton
University Press, 1970) for an examination the the strengthening of the
national government through wartime financial policy.

For the text of the bill, see the New York Times, January 9, 1862, p. 2.
Chase privately let it be known he would resign if Congress adopted the
subcommittee’s legal tender plan (H. D. Cooke to Jay Cooke, January 7,
1862, Jay Cooke MSS., HSP). Chase to Kate Chase [Sprague], January 14,
1862; Chase to John A. Stevens, January 17, 1862, Chase MSS. New York
Times, January 16, 1862, p. 1.

Bankers worried that such a plan would depreciate the seven-thirty bonds
they held. Government creditors realized that the plan meant that they, not
the government, would be the ones selling bonds at a loss on a soft market.
Boston banks refused to accept the plan. Bankers in New York disliked the
plan for they worried that Congress would quash it (John E. Williams to
Chase, January 21, 1862, New York City; Spaulding, Vail, Hunt & Co. to
Chase, January 25, 1862; and Chase to John A. Stevens, January 17, 1862;
Chase MSS.) New York Daily Tribune, January 15, 1862; Boston Post,
January 16, 1862, p. 2; New York Times, January 18, 1862, p. 4. Philadel-
phia Daily Evening Bulletin, January 20, 1862, p. 4.

For passage of H.R. 240 through the House, see the Congressional Globe,
37th Cong., 2nd sess., pp. 435, 522-527, 549-552, 593-594, 614-618,
629-642,655-665,679-695, 707, 827-828, 874, 881-891, 899-902, 909,
938-939, 948, 953, 954. For easy access to the greenback laws, see Laws
of the United States Relating to Loans and the Currency (Washington:
Government Printing Office, 1878), pp. 44-48, 50-53, 53-54.

New York Times, January 23, 1862. New York Daily Tribune, January 235,
1862, p. 4. Greeley hedged his opposition in later issues (New York Daily
Tribune, February 7, 1862, p. 4). On the Democratic dislike of the bill and
its defense of banks, see Cincinnati Daily Enquirer, January 4, 1862, p. 2;
January 8, 1862, p. 2; January 15, 1862, p. 2.

William Belmont Parker, The Life and Public Services of Justin Smith
Morrill (Boston: Houghton Mifflin Co., 1924), pp. 39, 47.
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34.
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Stevens ridiculed the substitute’s creation of an interest-bearing currency,
the value of which would change constantly.

Only 6 Democrats and 1 Old-Line Whig voted aye. The nay votes included
29 Democrats, 22 Republicans, and 8 Old-Line Whigs. The Republican nay
votes broke down as follows: Vermont, 3; Rhode Island, 2; New York, 5;
New Jersey, 2; Massachusetts, 3; Maine, 1; New Hampshire, 1; Indiana,
Kansas, Ohio, Pennsylvania, and Illinois, 1 each.

See John Sherman MSS., LC., including letters there to W. P. Fessenden,
forwarded to Sherman. Chase to John Sherman, October 15, 1855; H. D.
Cooke to John Sherman, March 25, 1856, October 8, 1856, and January
13, 1856; John Sherman MSS., LC. H. D. Cooke to Jay Cooke, March 8,
1861, and March 24, 1861; Eleutheros Cooke to Jay Cooke, March 25,
1861, Jay Cooke MSS., HSP. Ellis Paxson Oberholtzer, Jay Cooke: Financier
of the Civil War (Philadelphia: George W. Jacobs & Co., 1907), 1: 131.
The financial situation was so bad that Chase was forced to request an
emergency issue of $10 million in demand notes, to which Congress agreed
promptly (Congressional Globe, 37th Cong., 2nd sess., pp. 705, 726).
Thaddeus Stevens to Dear Sir, November 17, 1862, Thaddeus Stevens MSS.,
LC. On deposit provision, see U. L. Schaffer to Chase, January 23, 1862,
Chase MSS. For passage of H.R. 240 through the Senate, see the Congres-
sional Globe, 37th Cong., 2nd sess., pp. 696, 719, 762-775, 787-804,
898-899, 911, 929, 940, 946-947.

Chase’s discussion of the legal tender clause is in Chase to John A. Bingham,
February 6, 1862, and Chase to W. P. Fessenden, February 8, 1862; Chase
MSS.

John Young to Chase, February 11, 1862, Chase MSS.

The nay votes came from Collamer, Cowan (Pennsylvania), and King (New
York). William Pitt Fessenden, in Francis Fessenden, Life and Public Serv-
ices of William Pitt Fessenden (Boston: Houghton, Mifflin and Co., 1907)
1: 194. New York Times, February 13, 1862, pp. 3-4; February 14, p. 4;
and February 19, 1862, p. 4.

Chase to Thaddeus Stevens, Chairman of the Committee on Ways and
Means, June 7, 1862, 37th Cong., 2nd sess., Misc. H. Doc. 81. For passage
of H.R. 187 through the House, see Congressional Globe, 37th Cong., 2nd
sess.,pp. 2665, 2766-2769, 2794-2798, 2880-2889, 2903-2904, 3109,
3128, 3154, 3158, 3182.

Greeley, too, approved of this issue because the public liked the greenbacks
(New York Daily Tribune, June 14, 1862, p. 4, and June 16, 1862, p. 4).
For bankers’ reactions to this second issue, see the Philadelphia Inquirer,
June 14, 1862.

For passage of H.R. 187 through the Senate, see the Congressional Globe,
37th Cong., 2nd sess., pp. 2916, 2917, 2987, 3071-3079, 3135, 3138,
3177.
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44,
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For the disappearance of greenbacks after the war, see Sherman, Congres-
sional Globe, 37th Cong., 3rd sess., pp. 847-849, 878; and McCulloch,
Report of the Secretary of the Treasury, December 4, 1865, Congressional
Globe, 39th Cong., 1st sess., Appendix, pp. 34-335. For insistence on repay-
ment of greenbacks in specie, see, for instance, the New York Times, Feb-
ruary 7, 1862, p. 4. Abraham Lincoln, Message to Congress, December 1,
1862, Congressional Globe, 37th Cong., 3rd sess., Appendix, p. 2.

Chase, December 4, 1862, Report of the Secretary of the Treasury, Con-
gressional Globe, 37th Cong., 3rd sess., Appendix, pp. 22, 25-26.
Philadelphia Inquirer, January 12, 1863, p. 6. Chase to W. P. Fessenden,
January 11, 1863, Chase MSS. New York Daily Tribune, December 8,
1862, p. 4. Jonathan Sturgess to John Sherman, January 24, 1863, John
Sherman MSS., LC. Harper’s Weekly, 6 (December 20, 1862): 802.
Congressional Globe, 37th Cong., 3rd sess., pp. 23, 145-146.

Hooper’s proposal of the bill is in Congressional Globe, 37th Cong., 3rd
sess., p. 226. The proposal was probably a modification of Spaulding’s
original bill by Hooper and Chase. On the bill’s authorship, see Redlich,
American Banking, 2: 104-105. For the committee’s revenue bill, see Con-
gressional Globe, 37th Cong., 3rd sess., pp. 235-236, 283-284. For finan-
ciers’ reactions to the House’s plans, see the Philadelphia Inquirer, January
16, 17, 22, 24, and February 16, 21, 26, 27, 1863.

On matters relating to the new greenback bill see the Congressional Globe,
37th Cong., 3rd sess., pp. 167, 245, 269-270, 314, 323, 381.

Jay Cooke to Chase, January 18, 1862; and Chase to Jay Cooke, December
16, 1861; Jay Cooke MSS., HSP. The paper that reflected Cooke’s views,
the Philadelphia Inquirer (see, for example, January 2, 1862, p. 6), also
supported Chase’s plan. Oberholtzer, Cooke, 1: 331-332. H. D. Cooke to
Chase, December 6, 1862, Chase MSS.

H. D. Cooke to Jay Cooke, January 23, 1863, in Oberholtzer, Cooke, 1:
332-333. Sherman’s bill is in U.S. Congress, Bills and Resolutions of the
House of Representatives and the Senate, 1st-55th Cong. (1789/91-
1897/90). More accessible for a review of the final form of the bill is its
summary in Samuel S. Cox, Union—Disunion—Reunion: Three Decades
of Federal Legislation, 1855-1885 (Providence, R.I.: J. A. & R. A. Reid,
1888), pp. 141-142. For passage of S. 486 through the Senate, see Con-
gressional Globe, 37th Cong., 3rd sess., pp. 505, 666, 703, 820-826, 840—
852, 869-882, 896-897.

New York Times, January 28, 1863, p. 5; and February 2, 1863, p. 4. New
York Daily Tribune, February 3, 1863, p. 4. See also letter from Hugh
McCulloch to Morris Ketchum, Esq., May 11, 1863, in the Indianapolis
Daily Journal, May 23, 1863, p. 1.

On the separation of the bank note tax, see Chase to J. Sherman, January
30, 1863, Chase MSS.
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For mention of Oregon’s bank law, see New York Times, January 9, 1862,
p. 1.

For passage of S. 486 through the House, see the Congressional Globe, 37th
Cong., 3rd sess., pp. 914, 916, 947, 1113-1119, 1141-1149.

On fears of Republican despotism see, for example, the Cincinnati Daily
Enquirer, May 18, 1862, p. 2; April 9, 1862, p. 2; June 19, 1862, p. 2; and
article reprinted from the Albany (N.Y.) Argus on March 28, 1862. See also
the Daily Illinois State Register, March 8, 1861. A Missouri Democrat
introduced a four-point amendment asking the Committee on the Judiciary
to see not if, but how badly, the bill violated states’ rights. He also requested
the committee to determine if the bill was unconstitutional.

On the argument between Chase and Congress over finances, see Philadel-
phia Inquirer, January 19, 1863, p. 1. On Chase’s presence during the
debate, see the Cincinnati Daily Commercial, February 21, 1863, p. 3; and
the Philadelphia Inguirer, February 21, 1863, p. 1, which reported that “a
change came over” the representatives after personal interviews with Chase
in Speaker Grow’s room. On prediction of opposition, see the Philadelphia
Inquirer, February 6, 1863, p. 1. Negative Republican votes came from the
following states: New York, 5; New Jersey, 2; Massachusetts, 3; Vermont,
2; Ohio, 3; New Hampshire, Connecticut, Maine, Rhode Island, Pennsyl-
vania, Indiana, Virginia, and Iowa, 1 each.

Harper’s Weekly, 7 (March 14, 1863): 162. New York Daily Tribune,
September 23, 1863, p. 4.

On the establishment of early national banks, see Redlich, American Bank-
ing, 2: 108-109. By the end of 1863, New York had 16 national banks,
Pennsylvania 20, Ohio 38, Indiana 20, Illinois 7, Iowa 6.

The problems in the 1863 law became clear in the debates over H.R. 333
and H.R. 3935, but were most concisely revealed by Sherman, Congressional
Globe, 38th Cong., 1st sess., p. 18635.

Redlich, American Banking, 2: 107, 140-146.

It also removed the double liability of national bank stockholders for debts.
For passage of H.R. 333 through the House, see Congressional Globe, 38th
Cong., 1st sess., pp. 1099, 1254-1257, 1266-1273, 1287-1292, 1338-
1344, 1350-1354, 1373-1381, 1389-1394, 1396-1402, 1409-1416,
1429-1433, 1448-1453.

Republicans from Maine, where the interest rate was 6 percent, also op-
posed the 7 percent amendment because they disliked increasing the state’s
interest rate.

Chase to Horace Greeley, April 6, 1864, Chase MSS. For passage of H.R.
395 through the House, see Congressional Globe, 38th Cong., 1st sess.,
pp- 1531, 1680-1682, 1694, 1696-1697, 2428, 2435, 2447-2452, 2476,
2639. The House amendment of the bill was deceptive, for it called for the
removal of the national tax on circulation, ostensibly to promote the new
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64.

65.

66.

67.

banks. In reality, this provision left the way clear for inevitable state taxa-
tion.

For passage of H.R. 395 through the Senate, see Congressional Globe, 38th
Cong., 1st sess., pp. 1694, 1771, 1865-1875, 1889-1900, 1952-1959,
1989-1990, 2019-2022, 2121-2132, 2142-2155, 2174-2185, 2199-
2207, 2458, 2621-2622. The vote on the tax was reported as 61 yeas, 66
nays, although the amendment passed. From the curious voting pattern
listed, it seems likely that this vote was in fact on a different issue and was
misplaced in the text of the Congressional Globe.

In the House, the Westerners were Iowa’s James F. Wilson and Hiram Price
and Michigan’s Francis W. Kellogg. The four Western senators were Chan-
dler (Michigan), Pomeroy (Kansas), Henderson (Missouri), and Grimes
(Iowa). On Western preference for central redemption in New York, see the
Chicago Tribune, March 3, 1864, p. 2.

New York Times, March 9, 1863, p. 8.

Chase, Report of the Secretary of the Treasury, December 4, 1862, Con-
gressional Globe, 37th Cong., 2nd sess., Appendix, p. 25. For calls for note
taxation, see, for example, the Chicago Tribune, January 1, 1862, and
January 9, 1862; Charles H. Carroll to W. P. Fessenden, June 30, 1862, and
G. Volney Dorsey to J. Sherman, January 9, 1863, John Sherman MSS., LC.
Arnold, Congressional Globe, 37th Cong., 2nd sess., p. 1326. Sherman,
Recollections, 1: 286-287. John Sherman to William Tecumseh Sherman,
November 16, 1862, in Rachel Sherman Thorndike, ed., The Sherman
Letters (New York: Charles Scribner’s Sons, 1894), pp. 167-168. Congres-
sional Globe, 37th Cong., 3rd sess., p. 185. Sherman, ibid., Appendix,
pp- 47-52. New York Daily Tribune, March 2, 1863, p. 4.

On banking and Copperheads, see the New York Daily Tribune, April 21,
1864, quoted in the Chicago Tribune, April 26, 1864. Daily Illinois State
Register, June 6, 1862, p. 2, quotation from the Chicago Times and the
St. Louis Republican. Chicago Tribune, April 5, 1864, p. 4; April 9,
1864, p. 4; April 10, 1864, p. 2; April 26, 1864. On Northwestern dislike
of bank notes, see the Chicago Tribune, April 17, 1864, p. 2; and April 26,
1864, p. 2. See also the San Francisco Daily Alta California, April 17, 1864,
p. 2.

On legitimate need for gold purchases, see Kinahan Cornwallis, The Gold
Room and the New York Stock Exchange and Clearing House (New York:
A. S. Barnes, 1879), p. 174. William Worthington Fowler, Inside Life in
Wall Street (Hartford, Conn.: Dustin, Gilman & Co., 1873), p. 185.

San Francisco Daily Alta California, April 1, 1864, p. 2. Fessenden, Con-
gressional Globe, 38th Cong., 1st sess., pp. 1640-1642. Philadelphia In-
quirer, March 17, 1864, p. 4; and April 14, 1864, p. 4.

Hugh McCulloch, Report of the First Comptroller of the Currency, Novem-
ber 25, 1864, House Executive Documents, 38th Cong., 2nd sess., vol. 7,
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75.

76.
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no. 3, p. 52. See also the Chicago Tribune, March 29, 1864, p. 2; April 2,
1864, p. 2; and March 25, 1864, p. 2.

The stockbrokers of New York City thought it unpatriotic to buy gold, and
they refused to admit gold speculation to the Stock Exchange. Gold trading
migrated into the “Gold Room,” originally a dark, dirty basement room
near the Stock Exchange nicknamed the “Coal Hole.” Outgrowing these
makeshift quarters, gold brokers moved in the summer of 1864 to larger
and better rooms. One year later, they ended up next door to the Stock
Exchange. Cornwallis, Gold Room, p. 173. William Worthington Fowler,
Ten Years on Wall Street (Hartford, Conn.: Worthington, Dustin & Co.,
1870), pp. 73-74. In July 1864, the price of gold was at least 250, which
meant that $1 worth of gold cost $2.50 in greenbacks.

Cornwallis, Gold Room, p. 175. Fowler, Inside Life, p. 188. James K.
Medbery, Men and Mysteries of Wall Street (Boston: Fields, Osgood, & Co.,
1870), p. 241. New York Daily Tribune, June 15, 1864. See also New York
Times, February 4, 1864, p. 2.

Simeon Nash to John Sherman, January 19, 1863, John Sherman MSS.,
LC.; and San Francisco Daily Alta California, March 13, 1864, p. 2. Med-
bery, Men and Mysteries, pp. 245-250.

Chase to Horace Greeley, June 10, 1864, Chase MSS. For passage of S. 106
through the Senate, see Congressional Globe, 38th Cong., 1st sess.,
pp- 1618, 1640-1651, 1666-1673, 2926, 2930.

For newspaper support for Fessenden’s position, see the Philadelphia In-
quirer, April 20, 1864, p. 4.

For passage of S. 106 through the House, see Congressional Globe, 38th
Cong., 1st sess., pp. 1635, 1658, 1695, 1814, 2690, 2694, 2726, 2743,
2788-2789, 2793-2794, 2936-2937, 2998.

Horace White, Money and Banking (Boston: Ginn & Co., 1902), pp. 143—
144. Cornwallis, Gold Room, p. 181.

Congressional Globe, 38th Cong., 1st sess., pp. 3160, 3446, 3461, 3464,
3468.

For future attempts to control the gold market, see J. A. Stewart to W. P.
Fessenden, October 14, 19, 28, 31, and November 7, 1864; William Pitt
Fessenden MSS., Bowdoin College.

Howard K. Beale, ed., Diary of Gideon Welles (New York: W. W. Norton
& Co., 1960), 2: 62. Tyler Dennett, ed., Lincoln and the Civil War in the
Diaries and Letters of Jobn Hay (New York: Dodd, Mead & Co., 1939),
pp. 199-201.

On Fessenden’s calming influence, see, for example, E. W(aite] to Oliver
Otis Howard, July 30, 1864, Howard Family MSS., Bowdoin College.
Chicago Tribune, April 2, 1864, p. 2.

Abraham Lincoln, Message to Congress, December 6, 1864, Congressional
Globe, 38th Cong., 2nd sess., Appendix, p. 2. W. P. Fessenden, December
6, 1864, Report of the Secretary of the Treasury, ibid., Appendix, p. 29.
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81.
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Hugh McCulloch, Report of the First Comptroller of the Currency, Novem-
ber 25, 1864, House Executive Documents, 38th Cong., 2nd sess., vol. 7,
no. 3, p. 54. 38th Cong., 2nd sess., S. Misc. Doc. 21.

For House debate over currency portions of H.R. 744, see Congressional
Globe, 38th Cong., 2nd sess., pp. 803-804, 832-837, 879-881.

For Senate debate over the currency portions of H.R. 744, see ibid.,
pp- 1139, 1194-1198, 1238-1244, 1286-1288.

Godlove S. Orth at Layfayette, Indiana, on September 8, 1864, in the
Indianapolis Daily Journal, September 10, 1864, pp. 1-2. For two discus-
sions of postwar financial issues, see Robert P. Sharkey, Money, Class, and
Party: An Economic Study of Civil War and Reconstruction (Baltimore:
Johns Hopkins Press, 1959); and Irwin Unger, The Greenback Era (Prince-
ton, N.J.: Princeton University Press, 1964).

For the mechanics of the mismanagement of bank conversions, see Redlich,
American Banking, 2: 118-119. On the results of the pyramid system of
redemption, see Gische, “New York City Banks,” pp. 54-65.

4. Tariff and Tax Legislation

The quotation in the chapter title is from James H. Campbell, Congressional

Globe, 36th Cong., 1st sess., p. 1848. The epigraph is found in Congressional
Globe, 38th Cong., 1st sess., p. 1925.

1

. On the effects of the panic of 1857 on Republican policy, see James L.

Huston, The Panic of 1857 and the Coming of the Civil War (Baton Rouge:
Louisiana State University Press, 1987). Reinhard H. Luthin, “Abraham
Lincoln and the Tariff,” American Historical Review, 49 (July 1944): 612.

. James Buchanan, December 19, 1859, Message of the President, Congres-

sional Globe, 36th Cong., 1st sess., Appendix, p. 6.

. For passage of H.R. 338 through the House, see Congressional Globe, 36th

Cong., 1st sess., pp. 1116, 1135-1136, 1231, 1415, 1563-1564, 1826~
1860, 1928-1931, 1945-1958, 1972-1987, 2012-2029, 2049-2056. For
a synopsis of debates, see William Belmont Parker, The Life and Public
Services of Justin Smith Morrill (Boston: Houghton Mifflin Co., 1924),
pp- 105-109.

. John Sherman, Recollections of Forty Years in the House, Senate, and

Cabinet (London: Samson Low, Marston & Co., 1895), 1: 183.

. Parker, Morrill, pp. 103-106. Boston Daily Evening Transcript, December

13, 1861, p. 1. Justin Smith Morrill to Henry Charles Carey, February 6,
1861, Edward Carey Gardiner MSS., HSP.

. Free traders argued that traditional protectionism meant that foreign com-

petition kept the prices of agricultural products and other raw materials
low, while domestic manufacturing had a monopoly on domestic trade and
could charge whatever it wished.

. George Benjamin Mangold, The Labor Argument in the American Protec-
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11.

12.

13.

14.
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16.

tive Tariff Discussion (Madison, Wisc.: University of Wisconsin, 1908)
examines the labor argument up to the Whig platform of 1844. Pennsylva-
nia governor Curtin picked up this theme in his 1861 inaugural address
(Philadelphia Inguirer, January 16, 1861, p. 2).

. Henry Carey Baird, Protection of Home Labor and Home Productions

Necessary to the Prosperity of the American Farmer, (n.p., n.d.), pp. 1, 8,
9, 13, 16.

. John Sherman, “On the Morrill Tariff Bill,” in John Sherman, Selected

Speeches and Reports on Finance and Taxation, from 1859 to 1878 (New
York: D. Appleton and Co., 1879), pp. 9-12.

On the need for a “judicious tariff” candidate for president, see James S.
Pike to William Pitt Fessenden, September 6, 1859, James S. Pike MSS., LC.
For a description of how the plank was inserted and then received, see H. C.
Carey to Robert McCalment, June 2, 1860, and H. C. Carey to E. B. Ward,
May 21, 18635, both in E. C. Gardiner MSS., HSP. John Tweedy, A History
of the Republican National Conventions from 1856 to 1908 (Danbury,
Conn.: John Tweedy, 1910), p. 47. On the benefit of Southern senators
leaving, see H. C. Carey to J. S. Morrill, January 18, 1861, E. C. Gardiner
MSS., HSP.

James G. Blaine, Twenty Years of Congress: From Lincoln to Garfield
(Norwich, Conn.: Henry Bill Publishing Co., 1886), 1: 339. John Sherman,
Recollections of Forty Years in the House, Senate, and Cabinet (Chicago:
Werner Co., 1895), 1: 188.

For Republican attacks on foreign trade, see, for example, Morris, Congres-
sional Globe, 36th Cong., 1st sess., Appendix, p. 252. Chicago Tribune,
January 8, 1862. Philadelphia Inquirer, May 16, 1861, p. 2; April 3, 1861,
p. 4; May 24, 1861, p. 4. Indianapolis Daily Journal, January 1, 1862, p. 1.
See Morrill, Congressional Globe, 37th Cong., 1st sess., p. 175; and Roscoe
Conkling, ibid., 37th Cong., 2nd sess., p. 633. First Report on the Public
Credit, January 14, 1790, Second Report on the Public Credit, January 16
and 21, 1795, in Samuel McKee, Jr., ed., Alexander Hamilton’s Papers on
Public Credit Commerce and Finance (New York: Liberal Arts Press, 1957),
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American Railroad Journal, 36 (October 3, 1863): 925.

Roy P. Basler, ed., The Collected Works of Abrabam Lincoln (New Bruns-
wick, N.J.: Rutgers University Press, 1953-1955), 4: 205-206, 393-394.
Samuel C. Wiel, Lincoln’s Crisis in the Far West (San Francisco: privately
printed, 1949). Gov. John Evans to A. Lincoln, October 26, 1863, A.
Lincoln MSS., LC.

Cincinnati Daily Commercial, April 2, 1863, p. 3; April 27, 1863, p. 1;
February 16, 1864, p. 3.

Chicago Tribune, January 28, 1864, p. 1 and 2; January 29, 1864, p. 2.
New York Daily Tribune, June 20, 1864, p. 4; February 19, 1864, p. 4.
Cincinnati Daily Gazette, April 2, 1864, p. 3.

The Philadelphia Inquirer, January 30, 1863, p. 2, carried a rumor that the
Confederate ship Alabama was on its way to California. The Cincinnati
Daily Commercial, April 2, 1863, p. 3, told of a secessionist conspiracy to
conquer California. The New York Daily Tribune, May 25, 1864, p. 4,
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48.

49.

50.
51.

52.
53.
54.

55.

56.

57.

58.

explained the political importance of a railroad in the face of European
construction efforts. For California’s demands, see the Cincinnati Daily
Gagzette, January 8, 1864, p. 3.

On Lincoln’s enthusiasm, see Grenville M. Dodge, How We Built the Union
Pacific Railway (Council Bluffs, lowa: 1911-1914; rpt. ed., Denver, Colo-
rado: Sage Books, 1965), pp. 11-12. Chase rather extravagantly claimed to
be one of the railroad’s earliest and most earnest advocates (Chase to Kate
Chase, August 18, 1863, and Chase to John A. Dix, November 25, 1863,
Chase MSS.). For worries of Pacific pirates, see Chase to A. Lincoln, March
29, 1864, Chase MSS. On California’s monetary measures, see Chase to
Thompson Campbell, February 8, 1864; Chase to John Conness, February
8, 1864; Thomas Brown to Chase, February 12, 1864; Chase to Thomas
Brown, March 8, 1864; all in Chase MSS.

Edwin B. Crocker to Chase, June 27, 1863; Richard C. Parsons to Chase,
February 6, 1864; Thomas Brown to Chase, April 6, 1864; all in Chase
MSS.

Durant, “Affairs,” H. Rept. 78, 42nd Cong., 3rd sess. (1873), p. 515.
Petrowski, “Kansas Pacific,” p. 91. Stewart, “Affairs,” H. Rept. 78, 42nd
Cong., 3rd sess. (1873), p. 179. U.S. Congress, Bills and Resolutions of
the House of Representatives and the Senate, 1st-55th Cong. (1789/91-
1897/90), on microfilm.

Chase to John Conness, March 22, 1864, Chase MSS.

John Sherman to Chase, April 6, 1864, Chase MSS. Cincinnati Daily Ga-
zette, April 20, 1864, p. 3.

For passage of S. 132 through the Senate, see Congressional Globe, 38th
Cong., 1st sess., pp. 786, 921, 936, 960, 1022, 1703, 1802, 1900, 2171,
2327-2332, 2351-2358, 2376-2384, 2395-2404, 24172424

Simon Stevens to Thaddeus Stevens, February 5, 1864, Thaddeus Stevens
MSS., LC.

For passage of H.R. 5 through the House, see Congressional Globe, 38th
Cong., 1st sess., pp. 658, 1533, 1698-1702, 2291-2297. On March 3,
1864, the Senate committee reported back a similar bill (S. 11) adversely
because “the bill . . . is based upon a State charter granted by the State of
Maine. The committee think it not right to act upon a State charter in so
large a concern” (ibid., p. 921).

On linking Canada with the Northwest, see report of a business meeting in
St. Paul, from Chicago Tribune, in American Railroad Journal, 36 (October
10, 1863): 956. On Northwest disaffection and Northwest Democrats’
threats of secession, see the Cincinnati Daily Gagzette, January 14, 1863,
p. 2; February 13, 1863, p. 1; and the Cincinnati Daily Commercial, March
12, 1863, p. 2.

As soon as the company sought national support (it was originally exclu-
sively a New England concern), William B. Ogden, former president of the
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59.
60.

61.

62.

63.

64.

65.

66.

Union Pacific, and J. Edgar Thompson, one of the Union Pacific’s directors,
became directors of the new company (Smalley, Northern Pacific, pp. 111-
124, 141-144). Josiah Perham to Thaddeus Stevens, May 1, 1864, Thad-
deus Stevens MSS., LC.

Congress, Bills and Resolutions.

Petrowski, Kansas Pacific, pp. 68-79. For the very complicated outcome of
these suits, which after Hallett’s murder in 1864 pitted Durant against the
Kansas directors, see Petrowski, Kansas Pacific, pp. 102-141.

In February 1864, Durant agreed to provide Hallett with funds to build the
Kansas railroad, using the LP&W’s securities to help raise the money. In
exchange, Durant would receive one-third of all profits from a rigged
construction contract that Hallett promised to arrange (Petrowski, Kansas
Pacific, pp. 68-79). Durant, “Crédit Mobilier Investigation,” H. Rept. 77,
42nd Cong., 3rd sess. (1873), pp. 515-516. Stewart, “Affairs,” H. Rept.
78, 42nd Cong., 3rd sess. (1873), pp. 178-179. Crippen, Kansas Pacific,
p. 16.

Stewart, “Affairs,” H. Rept. 78, 42nd Cong., 3rd sess. (1873), pp. 175-179,
388-393. Durant, “Credit Mobilier,” H. Rept. 77, 42nd Cong., 3rd sess.
(1873), pp. 386, 515-517. This was the “suspense account” (so named
because the assets were suspended) that caused such a furor in 1873.

For passage of H.R. 483 through the House, see Congressional Globe, 38th
Cong., 1st sess., pp. 2427, 2448, 2611-2612, 3316, 3388, 3479. For pas-
sage of H.R. 483 through the Senate, see ibid., pp. 2622, 2664, 3062,
3290-3291, 3360, 3459.

For passage of H.R. 438 through the House, see ibid., pp. 2671, 2842,
3021-3024, 3060, 3062, 3079-3080, 3115, 3148-3156, 3180-3186,
3244, 3266-3267, 3317, 3357, 3388, 3479, 3480-3481. Bill H.R. 438 is
in House Records, National Archives. House rules meant that Stevens’s
introduction of this bill stifled the Senate’s bill. In addition to the other
reasons discussed in this chapter, Stevens introduced the bill because the
House railroad committee had been at work for six months and did not
want to start again and because he was furious with Chase and probably
welcomed the opportunity to show once again that he despised the Secre-
tary’s financial ideas. This stifling of the Senate bill later led to accusations
that Durant had bribed Stevens.

For Horace Greeley’s dismissal of government ownership of the road, see
the New York Daily Tribune, February 19, 1864, p. 4. Dodge, How We
Built, p. 12.

Some historians have followed Washburne’s biased 1868 account of this
debate and have thus attributed much more coherence to his proposal than
it merited, concluding that the rejection of his amendment was proof of
congressional corruption (see Davis, Union Pacific, pp. 120-126). For an
account of the 1868 attacks on the railroad by Elihu B. Washburne and his
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67.

68.

69.

70.

brother C. C. Washburn, see William F. Huneke, The Heavy Hand: The
Government and the Union Pacific, 1862-1898 (New York: Garland Pub-
lishing Co., 1985), pp. 26-29.

For passage of H.R. 438 through the Senate, see Congressional Globe, 38th
Cong., 1st sess., pp. 3251, 3266, 3289, 3291-3292, 3298, 3458-3459.
On the risk assumption in building the railroad, and on the profits to Crédit
Mobilier stockholders, see Johnson and Supple, Boston Capitalists,
pp. 195-221. Fogel, Union Pacific, estimated profits for Crédit Mobilier
investors at between $13 and $16.5 million, which he argued was commen-
surate with the risk they assumed. Huneke, Heavy Hand, estimated profits
to have been at least $30 million, a larger profit than their risk merited. On
the financial necessity for Crédit Mobilier, see Huneke, Heavy Hand,
pp. 19-23. George F. Hoar, Autobiography of Seventy Years (New York:
Charles Scribner’s Sons, 1905), 1: 320. On Lincoln’s request that Ames get
involved in the railroad, see “Oakes Ames, A Biographical Sketch,” by H. B.
Blackwell [1882], in the Ames Family and the Union Pacific Railroad MSS.,
Harvard Business School. Winthrop Ames, The Ames Family of Easton,
Massachusetts (privately printed, 1938), p. 1435, says that in her diary, Mrs.
Oakes Ames noted the meeting on January 20, 1865. Charles Edgar Ames,
Pioneering the Union Pacific: A Reappraisal of the Builders of the Railroad
(New York: Merideth Corp., 1969), p. 89, noted that the diary has been
lost. Oakes Ames himself, however, later denied categorically that he had
ever become involved in the railroad for patriotic rather than economic
motives (Testimony of Oakes Ames, in “Affairs,” H. Rept. 78, 42nd Cong.,
3rd sess. (1873), p. 29). For the uncovering of the Crédit Mobilier scandal,
see Huneke, Heavy Hand, pp. 32-48. On the Northern Pacific’s monetary
problems, see Smalley, Northern Pacific.

On government supervision of the railroads, see Huneke, Heavy Hand,
pp- 48-53.

Republican legislation concerning national railroads has been seen more
often than not as “preferential treatment . . . [for] powerful economic
interests,” a time when federal “bounty” was used selectively for the benefit
of a few, a situation that led to graft and corruption; see Leonard P. Curry,
Blueprint for Modern America (Nashville, Tenn.: Vanderbilt University
Press, 1968), pp. 246-247, and chapter 6: “Congress and Public Improve-
ments: Transportation Legislation.” Citing the tremendous amounts of pub-
lic land given to railroads—over the years an area larger than Texas, one
study suggests—historians have generally “had a negative view” of railroad
land grants, as one points out: see Lloyd J. Mercer, Railroads and Land
Grant Policy: A Study in Government Intervention (New York: Academic
Press, 1982), pp. 7-8, and Mercer’s historiographical essay, pp. 8-15. Wal-
lace D. Farnham, “The Pacific Railroad Act of 1862,” Nebraska History, 43
(September 1962): 141-167, claimed that “the overriding principle of the
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71.

first law, response to private interests, continued its reign thereafter, with
p p g

ever-growing results.”

Congressional Globe, 37th Cong., 2nd sess., p. 1701.

7. Republicans and Slavery

The quotation in the chapter title is from Francis Wayland to Rev. L. Peck, D.D.,
February 19, 1862, Francis Wayland MSS., John Hay Library, Brown University.
The epigraph is from Oliver Otis Howard to [Lizzy], New Fayetteville, N.C.,
March 16, 1865, Howard Family MSS., Bowdoin College Library, Brunswick,
Maine.

1.

On Northern racism before the Civil War, see V. Jacque Voegeli, Free but
Not Equal: The Midwest and the Negro during the Civil War (Chicago:
University of Chicago Press, 1967); and Leon F. Litwack, North of Slavery:
The Negro in the Free States, 1790-1860 (Chicago: University of Chicago
Press, 1961). In an 1860 speech against slavery, Charles Sumner’s first four
arguments against slavery were moral and religious; an economic point
came fifth (Chicago Tribune, July 6, 1860, p. 4).

. On slave labor, see, for example, Congressional Globe, 37th Cong., 2nd

sess., Appendix, p. 182; and Oliver Otis Howard to [Grace], November 17,
1863, Howard Family MSS., Bowdoin College. For Republican comparison
of energetic Northerners and lazy Southerners, see Congressional Globe,
38th Cong., 1st sess., p. 1459.

. Jackson Grimshaw at Clinton, Illinois rally of July 27, 1860, in Chicago

Tribune, August 1, 1860, p. 2.

. John Tweedy, A History of the Republican National Conventions from

1856 to 1908 (Danbury, Conn.: John Tweedy, 1910), p. 46.

. See, for example, speech of Owen Lovejoy at Chicago on October 15, 1860,

in Chicago Tribune, October 18, 1860, p. 2; and Chicago Tribune, Decem-
ber 4, 1860, p. 2.

. For petitions to end slavery, see long list of such petitions in Senate Journal,

37th Cong., 2nd sess.—for example, pp. 146, 271, 318. For petitions that
Congress concentrate on the war, see Senate Journal, 37th Cong., 2nd sess.,
p. 475. For other petitions that Congress drop the slavery question, see
ibid., pp. 80, 22, 146, 309.

. For notice of black people in the Confederate army camps, see, for example,

Chicago Tribune, May 3, 1861, p. 1; Philadelphia Public Ledger, May 7,
1861, p. 1; Indianapolis Daily Journal, May 16, 1861, p. 2. Strikingly, the
New York Daily Tribune made no mention of the Southern use of slaves,
apparently trying to paint slaves as good Unionists who would not fight for
the Confederacy and who therefore should be freed.

Philadelphia Daily Evening Bulletin, May 28, 1861, p. 4; see also the
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10.

11.

12.

13.

14.

15.

Philadelphia Public Ledger, May 30, 1861, p. 2. New York Times, May 12,
1861, p. 4; see also the Indianapolis Daily Journal, May 16, 1861, p. 2.
Chicago Tribune, May 3, 1861, p. 1. On slave labor in the Southern mili-
tary, see Bell Irvin Wiley, Southern Negroes, 1861-1865 (New Haven: Yale
University Press, 1938), pp. 110-172.

. Fred A. Shannon, “The Federal Government and the Negro Soldier,” Jour-

nal of Negro History, 11 (October 1926): 567. See also Private and Official
Correspondence of Gen. Benjamin E Butler during the Civil War Period
(Privately issued, 1917), 1: 112-119.

For approbation of Butler’s action, see, for example, the Philadelphia Daily
Evening Bulletin, May 28, 1861, p. 4. The Boston Evening Transcript
opposed emancipation, but approvingly observed Butler’s course (see, for
example, Boston Evening Transcript, June 3, 1861, p. 4; and August 12,
1861, p. 1). On the need to confiscate property to hurt Southerners eco-
nomically, see the New York Times, May 16, 1861, p. 4. On the weakening
of the war effort, see the Chicago Tribune, May 28, 1861, p. 2, and June
13, 1861. See also the Philadelphia Daily Evening Bulletin, June 5, 1861,
p. 4. Indianapolis Daily Journal, May 31, 1861, p. 2.

On desertions if the Fugitive Slave Law were superseded, see the Philadel-
phia Daily Evening Bulletin, May 28, 1861, p. 4. Chicago Tribune, June 1,
1861, p. 1. On use of black people in hot areas, see also the New York
Times, May 12, 1861, p. 4. Philadelphia Ledger and Transcript, May 30,
1861, p. 2.

For passage of S. 25 through the Senate, see Congressional Globe, 37th
Cong., 1st sess., pp. 120, 218-219, 426, 427, 434. Trumbull introduced S.
25 on July 15, 1861, and the Senate sent it to the Judiciary Committee.
Trumbull had personally introduced the measure the day before Bull Run,
July 20, and he reported the bill from the committee on July 22.

For passage of S. 25 through the House, see ibid., pp. 231, 409-415,
430-431, 447. The House Judiciary Committee, to which the Senate confis-
cation bill was referred, reported it back with a substitute. Probably forced
through by Democrats on the committee, who hoped to kill the bill by
making it appear to be an abolitionist measure, the substitute dropped the
confiscation of rebel property and called only for the confiscation of slaves.
The House killed the measure.

Republican nay votes came from the following states: Pennsylvania, 3; New
York, 2; Indiana, 2; Ohio, 1; Rhode Island, 1; Kentucky, 1; New Jersey, 1.
For examples of newspapers embracing the proclamation when they had
previously opposed emancipation, see the Boston Evening Transcript,
against emancipation August 26, 1861, p. 2; for proclamation, September
2, 1861, p. 2. See also the Indianapolis Daily Journal, September 16, 1861,
p. 2. New York Times, September 1, 1861, p. 4. Even Republicans ada-
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16.

17.

18.
19.

20.

21.

22.

23.

mantly opposed to emancipation liked the idea of threatening the South
with it to shorten the war (see, for example, the Philadelphia Daily Evening
Bulletin, September 2, 1861, p. 4). New York Times, September 16, 1861,
p. 1.

Sermon of Dr. Ellis of Charlestown, Massachusetts, in the Boston Evening
Transcript, September 27, 1861, p. 2. New York Times, September 2, 1861,
p. 4. Philadelphia Daily Evening Bulletin, November 27, 1861, p. 4. Phila-
delphia Daily Evening Bulletin, December 3, 1861, p. 4. Chicago Tribune,
August 22, 1861, p. 2.

New York Times, August 13, 1861, p. 4. Philadelphia Daily Evening Bul-
letin, October 19, 1861, p. 1. Indianapolis Daily Journal, October, 3, 1861,
p. 1. New York Times, October 27, 1861, p. 4.

New York Times, November 29, 1861, p. 4.

Boston Evening Transcript, December 6, 1861, p. 2. New York Times,
December 23, 1861, p. 4.

Lincoln, Message of the President, December 3, 1861, Congressional Globe,
37th Cong., 2nd sess., Appendix, p. 3. See Indiana senator Henry S. Lane’s
speech in Washington in favor of the policy, reprinted in Indianapolis Daily
Journal, December 16, 1861, p. 2. Philadelphia Daily Evening Bulletin,
December 4, 1861, p. 4. Secretary of War Simon Cameron had to be forced
to modify the sections in his report calling for the employment of black
laborers, even as soldiers if necessary.

Philadelphia Daily Evening Bulletin, December 3, 1861, p. 4. On popular
support for confiscation, see Congressional Globe, 37th Cong., 2nd sess.,
p. 2274, and Appendix, p. 226. See also the Indianapolis Daily Journal,
April 8, 1862, p. 2; the Chicago Tribune, March 1, 1862, p. 2; and April
11, 1862, p. 2. For worries about general emancipation, see, for example,
the Indianapolis Daily Journal, November 26, 1861, p. 2; December 7, 1861,
p. 2; Washington column of December 2, in Indianapolis Daily Journal,
December 9, 1861, p. 2; December 10, 1861, p. 2; December 12, 1861, p. 2.
For passage of S. 151 through the Senate, see Congressional Globe, 37th
Cong., 2nd sess., pp. 334, 849-850, 942-946, 986, 1040, 1049-1054,
1074-1077, 1136-1142, 1157-1162, 1544, 1557-1562, 1569-1575,
1604-1607, 1626-1628, 1652-1655, 1680, 1714-1720, 1757-1763,
1776-1787, 1808-1814, 1845-1846, 1856-1861, 1873-1886, 1895-
1904, 1916-1924, 1953-1966, 1991. My discussion necessarily slights the
complicated constitutional issues at stake in the confiscation debates. For
more on this topic, see J. G. Randall, Constitutional Problems under Lin-
coln (Urbana: University of Illinois Press, 1951), pp. 275-341; and Patricia
M. L. Lucie, “Confiscation: Constitutional Crossroads,” Civil War History,
23 (December 1977): 307-321.

Trumbull’s mail reflected both the popularity of confiscation and the wish
to keep black people from the West. See, for example, a letter from Du
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24.

25.

26.

27.

28.

29.

30.

Quoin, Illinois, to Lyman Trumbull, April 11, 1862; F. C. White to Trum-
bull, Whitesboro, New York, April 11, 1862; a letter from Canton, Illinois,
to Trumbull, May 2, 1862; W. Jayne, Yankton, Dakota Territory, to Trum-
bull, May 2, 1862; and Daniel D. Meriam to Trumbull, Quincy, Illinois,
May 14, 1862, all in Lyman Trumbull MSS., LC.

The committee consisted of Clark (R-New Hampshire), Collamer (R-Ver-
mont), Cowan (R-Pennsylvania), Wilson (R-Massachusetts), Harris (R-
New York), Sherman (R-Ohio), Henderson (R-Missouri), Willey (R-Vir-
ginia), Harlan (R-Iowa).

See, for example, the Philadelphia Daily Evening Bulletin, January 10,
1862, p. 4. See also the Indianapolis Daily Journal, December 25, 1861,
p- 2; and January 11, 1862, p. 2. On Smalls’s actions, see the Indianapolis
Daily Journal, May 22, 1862, p. 2; speech of Governor Wright of Indiana
on August 2, 1862, in the Indianapolis Daily Journal, August 7, 1862, p. 2;
Chicago Tribune, May 21, 1862, p. 1, and May 22, 1862, p. 2.

Article from the New York Commercial Advertiser, reprinted in the Boston
Evening Transcript, December 21, 1861, p. 2. Philadelphia Daily Evening
Bulletin, December 20, 1861, p. 1. William F. Messner, Freedmen and the
Ideology of Free Labor: Louisiana, 1862-1865 (Lafayette: Center for Lou-
isiana Studies, University of Southwestern Louisiana, 1978), p. 35.

See Washington column in the Philadelphia Daily Evening Bulletin, April
5, 1862, p. 5. See also news from the Washington Republican, May 10,
1862, in the Chicago Tribune, May 14, 1862, p. 2. Letter of William Still,
Corresponding Secretary of S.C. and Statistical Association of the Colored
People of Pennsylvania, in the Philadelphia Daily Evening Bulletin, April 7,
1862, p. 1.

On black people in Kansas during the war, see Albert Castel, “Civil War
Kansas and the Negro,” Journal of Negro History, 51 (April 1966): 125-
138. Cincinnati Daily Gazette, April 3, 1862, p. 1; and April 5, 1862, p. 2.
“Letters of Samuel James Reader, 1861-1863, Pioneer of Soldier Township,
Shawnee County, Kansas,” Kansas Historical Quarterly, 9 (May 1940): 151
(letter dated July 8, 1862). See also letter of May 4, 1862, on p. 147.
Chicago Tribune, December 18, 1861, p. 2. Philadelphia Daily Evening
Bulletin, January 10, 1862, p. 4, including quotation from the New York
World. See also the Chicago Tribune, January 21, 1862, p. 2; the New York
Times, March 14, 1862, p. 3.

Z. B. to the New York Times, September 22, 1861, p. 5. See also J. B. Lyon
to the New York Times, September 6, 1861, p. 2. Chicago Tribune, August
10, 1861, p. 2. New York Daily Tribune, March 11, 1862, p. 4.

Boston Evening Traveller, February 1, 1862, reported in the Philadelphia
Daily Evening Bulletin, February 3, 1862, p. 8. New York Times, Novem-
ber 30, 1861, p. 4. Philadelphia Daily Evening Bulletin, January 2, 1862,

p. 8.



316

« Notes to Pages 221-224

31.

32.

33.

34.

35.

36.

37.

38.

On the caucus, see the Philadelphia Daily Evening Bulletin, December 10,
1861, p. 8. The committee members were Eliot (R-Massachusetts), Noell
(D-Missouri), Hutchins (R-Ohio), Mallory (OW-Kentucky), Beaman (R-
Michigan), Cobb (D-New Jersey), and Sedgwick (R-New York) (Congres-
sional Globe, 37th Cong., 2nd sess., pp. 1846, 1861).

For passage of H.R. 471 and H.R. 472 through the House (they were
debated together), see ibid., pp. 1886, 2128, 2232-2246, 2265-2274,
2292-2305, 2321, 2323-2327, 2341, 2356-2363, 2393, 2764-2766,
3106-3107, 3187-3188, 3266-3268, 3293.

Republicans spent much of their time defending the constitutionality of the
proposed measures. The two arguments underlying these defenses were,
first, that confiscation would weaken the Confederacy and, second, that
confiscation would punish the rebels.

U.S. Congress, Bills and Resolutions of the House of Representatives and
the Senate, 1st=55th Cong. (1789/91-1897/90), on microfilm.

Some antislavery representatives cautiously suggested that they would work
to combat Northern racism, but others admitted their impotence to en-
lighten “unreasoning brute prejudice” (Congressional Globe, 37th Cong.,
2nd sess., p. 2243).

Border state representatives argued that such broad confiscation would
horrify their constituents and could well turn them against the Union. Many
Republicans recognized that turning the war into an “abolition war” might
divide the troops and hurt morale, as Democrats repeatedly charged. People
who feared the liberty of “lawless, thieving, marauding and murderous
negro savages” had called for government aid to and supervision of freed-
men since 1861. The New York Times was an early proponent of this
argument. See, for example, Supplement to the New York Times, December
4, 1861, p. 4. The body of Republicans in favor of the bill included both
those who opposed Sedgwick’s plan for arming the slaves and those who
approved it. Any sort of emancipation was still unpopular in the border
states; only six border-state representatives voted for the amendment.
New York Times, May 29, 1862, p. 4. Of the twenty-five Republicans who
opposed the bill, four came from Virginia, five from Massachusetts, seven
from the lower Midwest, two each from New York, Pennsylvania, and New
Jersey, and one each from Michigan, Delaware, and Rhode Island. Congres-
sional Globe, 37th Cong., 2nd sess., p. 2363. The Indianapolis Daily Jour-
nal approved confiscation of domestic slaves but thought that this bill went
too far (R. M. H. in the Indianapolis Daily Journal, June 3, 1862, p. 2).
On fears of foreign intervention, see the Chicago Tribune, May 31, 1862,
p. 2, Washington letter of May 26, 1862.

The Congressional Globe lists only fifty-three names but gives the number
of nay votes as fifty-four. U.S. Congress, Bills and Resolutions. R. M. H. in
the Indianapolis Daily Journal, July 11, 1862, p. 2. Congressional Globe,
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39.

40.

41

37th Cong., 2nd sess., p. 2793. Changed votes were Dawes (Massachu-
setts), Dunn (Indiana), Fisher (Delaware), Killinger (Pennsylvania), Mitchell
(Indiana), Nixon (New Jersey), Porter (Indiana), A. H. Rice (Massachu-
setts), Stratton (New Jersey), Train (Massachusetts), Trimble (Ohio). The
Republicans previously absent were Bingham (Ohio), Hale (Pennsylvania),
Low (California), Shellabarger (Ohio), Sherman (New York). Of the Re-
publicans opposing the measure, one each came from Virginia, New York,
Michigan, Pennsylvania, Illinois, and Rhode Island, and two each from
Massachusetts and Ohio.

For passage of S. 310 through the Senate, see ibid., pp. 2112, 2163-2173,
2188-2205,2217-2229, 2842-2843. For passage of H.R. 471 through the
Senate, see ibid., pp. 2364, 2878-2879, 2896-2903, 2916, 2917-2933,
2959-2975,2989-3006, 3111, 3166, 3178, 3274-3276. Seventeen Repub-
licans and two Democrats supported Clark’s measure, while one Old-Line
Whig and sixteen Republicans, including well-known antislavery men
Grimes of lowa, Hale of New Hampshire, Pomeroy of Kansas, Sumner of
Massachusetts, and Wade of Ohio, opposed it. The vote was 28 to 13, the
majority solidly Republican. The vote on the House rejection of the bill was
8 to 124. Fourteen Republican senators also tried unsuccessfully to get the
Senate to recede from its version of the bill and approve the House bill. The
conference committee consisted of Clark (New Hampshire), Harris (New
York), and Wright (Indiana) from the Senate; and Eliot (Massachusetts),
Wilson (Iowa), and Corning (New York) from the House.

House Republicans who voted nay were Granger (Michigan) and B. E.
Thomas (Massachusetts). Senate Republican nay votes were Browning (Il-
linois), Carlile (Virginia), Cowan (Pennsylvania), Henderson (Missouri),
and Willey (Virginia) (ibid., p. 3276). For discussion of Lincoln’s request,
see ibid., p. 3374. For reaction to the bill, see, for example, the New York
Times, July 15, 1862, p. 4

. Democrats had been charging that emancipation would lead free black

people North to take jobs from white laborers since the confiscation debates
of 1861 (Cincinnati Enquirer, July 11, 1861, p. 2). Their anger increased
with the Second Confiscation Act. For tales of lost or threatened jobs, see
the Cincinnati Enquirer, May 1, 1862, p. 2; see also April 18, 1862 p. 2;
July 1, 1862, p. 2. Cincinnati Enquirer, March 29, 1862, p. 2. One con-
gressional Democrat claimed that support for freed slaves in the South
would cost a minimum of $90 million a year. In ten years, he said, the sum
would add up to well over a billion dollars, on which interest alone would
require a doubling of national taxes (Noell, “Emancipation of the Slaves of
Rebels, the Views of the Minority,” 37th Cong., 2nd sess., H. Rept. 120).
For an argument that labor was not scarce enough to require black labor,
see also item from the Quincy (Illinois) Herald, in the Daily Illinois State
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Primary Sources
GOVERNMENT DOCUMENTS

The Congressional Globe is by far the most valuable source for information about
Republican wartime economic legislation. Many other government documents
are also important, however, and can be found primarily in the volumes of the
Executive Documents, the Miscellaneous Documents, and the Reports of the
House and Senate. For this book, I found two House Reports and one Senate
Executive Document especially useful. “Affairs of the Union Pacific Railroad
Company,” H. Rept. 78, 42nd Cong., 3rd sess. (1873); and “Crédit Mobilier
Investigation,” H. Rept. 77, 42nd Cong., 3rd sess. (1873) reveal much of the
story of the wartime machinations of the railroad builders. Senate Executive
Documents, 50th Cong., 1st sess. (1887), Document 51, explains the wartime
operations of the Leavenworth, Pawnee and Western Railroad Company as
well as Thomas C. Durant’s activities. The volumes of Foreign Relations of the
United States were also useful for information on immigration plans during the
war. Although not officially a government document, The American Annual
Cyclopaedia and Register of Important Events (New York: D. Appleton & Co.)
gives highlights of congressional debates and other important government events.

Most of the bills and laws of the wartime Republicans can be found in U.S.
Congress, Bills and Resolutions of the House of Representatives and the Senate,
1st=55th Cong. (1789/91-1897/90), on microfilm. Gaps do occur in this collec-
tion, however. Notably, the railroad bill H.R. 438, from which the 1864 railroad
law evolved, is available only from the House Records at the National Archives.
The wartime currency laws are most easily accessible in Laws of the United States
Relating to Loans and the Currency (Washington. D.C.: Government Printing
Office, 1878).

For information on agriculture in America shortly before the war, Joseph C. G.
Kennedy, Agriculture of the United States in 1860 (Washington, D.C.: Govern-
ment Printing Office, 1864) is invaluable, as are the U.S. Seventh and Eighth
Census Records, 1850 and 1860, for information on population trends in the
country.
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