Click here for Full Issue of EIR Volume 29, Number 47, December 6, 2002

1Tk National Economy

THE ‘SPECIE RESUMPTION’ FIGHT

Henry Carey’s Battle to Save
Lincoln’s Economic Revolution

by Robert Ingraham

“The ‘greenback’ has fallen on the country as the dew falls, issue of the day is the reassertion of the principle of national

bringing with it good to all and doing injury to none.” economic sovereignty.
—HenryCarey, in“ How To Outdo England Without Fighting During the last century, the two most successful examples
Her” (1865) of “national economics” were the use of the Reconstruction

Finance Corporation under President Franklin Roosevelt, and
During the discussion following his speech to a Rome ecothe establishment of the Kreditanstalr Mviederaufbau in
nomic conference on July 2, 200E|RFounding Editor Lyn- post-World War Il Germany. In both cases, these institutions
don LaRouche was asked by a leader of an Italian consumevere used as the instruments of government to finance large-
organization to comment on the current nature of private cen-  scale economic recovery programs.
tral banks, such as the U.S. Federal Reserve. LaRouche re- In Rome, LaRouche stressed that, under a New Bretton
plied that today’s private central banks are alegacy of aprior ~ Woods system, we will have state money creation, in the
aristocratic power, one which dominated Europe in earlieform of credit issued through the private banking sector, and
centuries, but which survived the birth of modern constitu-  directed into the infrastructure and productive projects de-
tional states. He referenced, in opposition, the issuance afided by the individual governments.
“greenbacks” under President Abraham Lincoln as an exam- In American history, such an approach is known as th
ple of the sovereign creation of money, coherent with the’American System” of economics, and it derives from a tradi-
proper role of governmentin promoting infrastructure, indus- tion stretching back to Benjamin Franklin and Alexander
try, and the common good of its citizens. Hamilton. The axiomatic principle of the American System
LaRouche is the author of the New Bretton Woods pro- is the supremacy of the sovereign nation-state over privat
posal for bankruptcy reorganization of the world financial capital, and the use of the government’s sovereign powers
system, a proposal growing in influence all over the world.  to promote policies of economic development, by means of
From Europe, where nations are suffering under the loss gbrotective tariffs, internal improvements, and national
sovereignty imposed by the Maastricht Treaty; to South banking.
America, where Brazil and Argentina are battered by the poli-  The importance of Lincoln’s greenback policy is that it
cies of the International Monetary Fund; and in the United  represents—to this day—the most successfulimplementatio
States itself, where 20 years of free market economics andf this policy of “national economics.” Its more profound
deregulation have brought the nation to financial ruin, the importance liesinits philosophical underpinnings. The green
back policy was not simply an economic reform or a financial
1. LaRouche in 2004 Press Release: “LaRouche discusses monetary aH&eChamsm' It flowed from the notion that the pro.per Ou_ﬂOOk
financial reform with political leaders in Rome,” July 2, 2002. LaRouche Of government must be based on the Platonic notiagabe,
items available at www.larouchein2004.com. or as that is defined Constitutionally, an unshakable commit-
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ment to the General Welfare or “Common Good” of the na-
tion’s population. Such an approach subsumes policies such
as large-scale infrastructure development, public education,
scientific research, and health care, which will transform the
potentials of the nation’ s posterity.

The Presidency of Abraham Lincoln represented themost
advanced point—up until now—of a nation-state governed
by such philosophical principles. Following Lincoln’s assas-
sination, in the years from 1865 to 1879, an ondaught was
organized from L ondon to dismantlehispoliciesand to eradi-
catethemoral intent associated with them, A successful resis-
tance, and counterattack, to that onslaught was led by Lin-
coln’s chief economic adviser, Henry C. Carey. This article
isthe story of that battle.

TheBritish Plot to Bankrupt America

In 1861, the British Empire provoked the Southern seces-
sion in order to destroy the United States.? Their plan was
to break up the country, and then economically to subjugate
what was | eft of both halves. The British financed and politi-
cally backed the Southern dave-holders, and built the rebel
warships. At the same time, through a network of Boston-
based aristocrats, they ran the radical abolitionist movement.
Thiswas a gang/countergang operation. In addition, through
their agents on Wall Street, they attempted to bankrupt the
U.S. government, to ensure that the Union would not have
the economic or budgetary means to oppose Southern se-
cession.

With the outbreak of the Civil War, the British organized

2. Anton Chaitkin, Treasonin America (Washington, D.C.: Executivelntelli-
gence Review, 1998).
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the most advanced
achievement of a nation-
state governed by the
American System of
political-economy. After
his assassination in 1865,
an onslaught was
organized from London
to dismantle his policies.
It was Henry C. Carey,
Lincoln’s chief economic
adviser, who organized
the resistance to that
British assault.

aninternational credit boycott, cutting off all funding sources
to the U.S. government. The Lincoln Administration turned
to the New York Associated Banks, and arranged a loan of
$150millioningold. But on Dec. 28, 1861, Associated Banks
head James Gallatin suspended gold (specie) payment to the
Federal government, unleashing a chain-reaction payments
crisis, which culminated with the U.S. Treasury suspending
gold payment on all government obligations—domestically
and international ly—effectively taking the United States off
the international gold standard. The U.S. government was
bankrupt.

TheNew Y ork bankers—working with their counterparts
in London—moved quickly to try toforce Lincolninto atotal
surrender of national economic sovereignty. In January 1862,
Gallatin presented the bankers' ultimatum to the Treasury: 1)
pay for the war effort through a massive increase of direct
taxation of the population; 2) deposit all U.S. government
goldintheprivate New Y ork banksand makethose banksthe
sole (monopoly) agent for the marketing of U.S. government
debt (primarily bonds to be sold in London); 3) suspend the
“sub-treasury laws’ (government regulation of banks); and
4) withdraw al government-issued paper currency, so that
only gold and private bank noteswould circulate ascurrency.
If Lincoln refused, the bankers would plunge the nation into
chaos, and the war would be | ost.

If these measures remind you of the IMF today, you are
not wrong.

President Lincoln rejected thebankers' demands. I nstead,
he proposed a series of revol utionary economic measures. He
would use the sovereign power of the United States to issue
more than $400 million in paper currency (legal tender
“greenbacks’); and through his agent Jay Cooke, the U.S.
Treasury sold$1.3billion of so-called 5:20 government bonds
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Allen Salisbury, Reviver
Of the American System

No presentation of the history
of the fight for the American
System of political-economy
in the 19th Century, would be
complete without acknowl-
edging therole of Allen Salis-
bury, anow-deceased | eader of
Lyndon LaRouche' s political-
philosophical association, the
International Caucus of Labor
Committees. It was Allen who
rediscovered, and brought alivefor millionsof Americans,
the real political battle over free trade which lay behind
the Civil War, and resurrected for them great thinkers such
asHenry C. Carey.

Thetangiblefruit of thiswork was his book, The Civil
War and the American System, America’ sBattlewith Brit-

ain, 1860-1876, which today is till an indispensable
sourcefor thewritingsof Carey and hisfellow combatants
from that period.

Allen’s work, as all valuable historical research, can
only be appreciated if it is understood as coming from his
passion for both the truth, and the welfare of mankind.
Allen was first inspired on this topic, in reaction to the
mid-1970s cinematic fraud called Roots, which he under-
stood to be a deadly assault on African-Americans’, as
well as others' knowledge of the history of the United
States. He polemicized wittily, and effectively, against
those whom he considered the new slave-masters; but he
didn’t stop there. Rather, he chose to present the real his-
tory of thefight against free trade, which heknew to bethe
only true and principled fight against slavery.

Asone of his collaborators in this work, | have often
thought of how invaluable Allen would have been today,
against the scurrilous vilifiers of Abraham Lincoln and
othersof histradition—had Allen not suffered anuntimely
death at the age of 43 in 1992. Lacking him, we rely on
creating new young historians, to wage the battlefor truth.

—Nancy Spannaus

(redeemable in 5 years, reaching maturity in 20 years)—not
to foreign bankers, but directly to the American public.

TheLegal Tender Act

At Lincoln’s urging, in 1862 Congress passed the Legal
Tender Act, authorizing the U.S. Treasury to issue $150 mil-
lion in paper currency (later expanded to $450 million). This
currency would circulate as “legal tender in the payment of
al debts, public and private, within the United States,” and
would be “receivable in payment of taxes, internal duties,
excises, debts, and demand of every kind.” These notes be-
came known as greenbacks.

Congressman Thaddeus Stevens, a Pennsylvania aly of
Carey’s, and the prime sponsor of the Act, said on its passage
by the House, “The full Legal Tender Act has been hailed
with delight throughout the whole length and breadth of the
Union by every class of people.” In the Senate, however, the
Act was amended to say that the greenbackswould have only
a limited status as legal tender, and that they could not be
used to pay “interest on bonds and notes which shall be paid
incoin.”

This amendment was attacked vehemently by Stevens.
Commenting on the Senate action, he said, “They fell upon
the bill in hot haste, and so disfigured and deformed it, that
itsvery father would not know it. | nstead of being abeneficent
and invigorating measureit isnow positively mischievous. It
has al the bad qualities which its enemies charged on the
original bill, and none of its benefits. It now creates money—
one for the banks and brokers and another for the people. It
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discriminates between the rights of different classes of credi-
tors, allowing therich capitaliststo demand gold, and compel -
ling the ordinary lender of money on individual security to
receive notes which the government had purposely dis-
credited.”

As aresult of the amendments, greenbacks could not be
used to pay interest on the $1.3 billion in 5:20 war bonds,
even if the bonds had been originally purchased with green-
backs! Thisinconvertibility of the greenbacks into gold be-
cameamajor issueinthefight over what later became known
as " specie resumption.”

Nevertheless, greenbacks circulated aswhat Henry Carey
called “the people’s money,” used in local communities, to
financefarms, businesses, and manufacturing concerns. Their
use, combined with the other credit-generating policies of
Lincoln’s government, unleashed the greatest industrial
expansion in human history. Thiswasa" nation-building,” or
more aptly, a“republic-building” policy.

The full story of the “Lincoln Revolution” can be found
elsewhere,® but a partial list of the measures adopted under
his leadership from 1861 to 1865 includes:. protective tariffs
for American industry; the issuance of legal tender (green-
back) currency; aNational Banking System; the founding of
aNational Academy of Sciences; the creation of the Depart-

3. Anton Chaitkin, “The Lincoln Revolution,” Fidelio magazine, Vol. VI,
No. 1, Spring, 1998; and Rochelle Ascher, “The Lessons of Abraham Lin-
coln,” New Federalist, “The American Almanac,” available at: http:/
members.tripod.com/american_a manac/.
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ment of Agriculture and passage of the Homestead Act; the
creation of Free State Land Grant Colleges; and the construc-
tion of the Transcontinental Railroad. This scientific and in-
dustrial revolution continued after Lincoln’'s death. From
1865 to 1890, railroad mileage went from 45,000 miles to
157,000, more than in all of Europe. Thousands of miles of
telegraph wires were built. Revolutionary industrial pro-
cesses were brought on line, such asthe Bessemer steel pro-
cess. Industrial expansion, led by the iron industry, occurred
at a staggering pace.

Inthe years after the Civil War, theimpact of the Lincoln
economic revolution spread all over the world,* and set into
motion a new poalitical directionality, which threatened to
eliminate the power of the British Empire and achieve global
hegemony for theideas of the American Revolution.

Henry Carey, American System Economist

The intellectua author of Lincoln’s economic program
was Henry C. Carey® of Philadelphia. Carey was the pre-
eminent American economist of his day; and for more than
20 years, from the 1850s until his death in 1879, he was the
|eader of the* American System” factionin American politics.
His father, Mathew Carey, had been a protégé of Benjamin
Franklin, and the Carey family, through its publishing house
in Philadelphia, were at the center of the continuing pro-
republican leadership in America

After Lincoln’s death, it was Henry Carey who, almost
singlehandedly, led the battle for 14 yearsto prevent the de-
struction of Lincoln's policies. Today, the descendants of
Carey’s enemies have written him out of the history books,
but in 1870, the mere utterance of the name, “Henry Carey,”
was enough to send a meeting of British Lords into parox-
ysms. He was hated and feared by the British aristocracy,
whose free trade colonia policies he fought to destroy.

Carey’ s—and Lincoln’ s—American enemieswerebased
intheoligarchical familiesandfinancial institutionsof Boston
and New York. These included Wall Street bankers, cotton
brokers, and New England “merchants’ who operated as the
junior partnersof theBritish East IndiaCompany inthe China
opium trade.® The Lincoln Revolution—particularly the high
protective tariffs and the issuance of greenback notes-had
been accomplished over the fierce opposition of this Boston
and New Y ork financial oligarchy. As early asthe 1860 Re-
publican Party convention, these forces had tried to stop the
adoption of the economic planks authored by Henry Carey.”

The two primary political organizations of the Boston-

4. Anton Chaitkin, “The*Land-Bridge': Henry Carey’ sGlobal Devel opment
Program,” Executive Intelligence Review, Vol. 24, No. 19, May 2, 1997.

5. Allen Sdlisbury, The Civil War and the American System (New York:
Campaigner Publications, 1978; reissued by EIR, Inc. in 1992).

6. For more on the Boston drug runners, see Chaitkin, Treason in America,
op. cit., Chapter 9.

7. Lettersfrom Henry Carey toWilliam Cullen Bryant, New Federalist, April
8, 2002.
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based Torieswerethe American Socia Science Association,
and the American branch of the British Cobden Clubs (a.k.a.,
the Free Trade L eague). The Cobden Clubs had been founded
in London in 1866, under the direction of John Stuart Mill.
They functioned as world-wide propagandists for the free
trade policies of the British Empire. The American Socia
Science Association was founded in Boston in 1865, as an
offshoot of the British Associationfor the Promotion of Social
Science. Thesetwo organi zationsfunctioned asthe command
centersin the war to destroy the Lincoln Revolution.

The membership of these groups represented the elite of
the British-allied Tory faction in America. Key leaders in-
cluded Henry and CharlesFrancisAdams, Jr. (both grandsons
of John Quincy Adams); powerful merchants (drug traffick-
ers) suchasAbiel A. Low, John Murray Forbes, and the Law-
rencefamily; thetop leadership of the abolitionist movement,
including Franklin Sanborn (thefounder of the Social Science
Association), A.A. Lawrence, Henry Ward Beecher, and
Charles Sumner; cotton merchants such as Edward Atkinson;
publishers and editors such as William Cullen Bryant and
Charles Francis Curtis; and many others.

The most influential publication associated with these
networks was the Boston-based North American Review?
magazine. Beginning in 1842, the Review was run by aseries
of Boston Brahmins, including Francis Bowen, Andrew
Preston Peabody, James Russell Lowell, Charles Elliot
Norton, Henry Adams, and Henry Cabot Lodge. On a politi-
cal level, its editors polemicized fiercely against Lincoln’'s
and Carey’s economic policies, and after 1865 the Review
was the most prestigious establishment voice demanding
“specie resumption,” and withdrawal of the greenbacks.
Epistemologically, the Review was the main American outlet
for the ideas of John Stuart Mill, Thomas Malthus, Charles
Darwin, and Herbert Spencer (“Social Darwinism”). The
former “radical abolitionists’ running the Review, also pro-
moted the new and upcoming ideas of race hygiene, and the
“music” of Richard Wagner. (Note that the Boston-based
former abolitionists now blatantly opposed civil rights for
freed slaves.) Originating in London, this conspiracy aimed
at eradicating every trace of the agapicideas of the American
Revolution, to be replaced by the oligarchy’s bestial view
of mankind.

Carey directly countered these Briti sh agentson the philo-
sophical, as well as the economic level, asserting that man's
wealth grows, through hisexercising his God-like power over
nature, and exerting his *“capacity for progress.” The Ameri-
can System of Economics, Carey argued, was based on this
idea of labor, as opposed to the British Malthusian view,
which utilized freetrade and other kinds of looting to degrade
mankind into bestiality.

8. Archives of the North American Review. Available at: http://cdl.library.
cornell.edu/moa/browse.journas/nora.html.
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Onslaught on Lincoln’s Policies

No sooner had Abraham Lincoln been murdered on April
14, 1865, than Boston Social Science Association leader Si-
mon Newcomb published an article, “Examination of Our
Financial Policy,” in the April issue of the North American
Review. Newcomb demanded—with the war coming to an
end—that thenationreturnto“ soundfinancial principles.” He
calledfor drastic“ contraction of the currency,” animmediate
return to gold convertibility (specie payments), and an end to
all protective tariffs. In other words, the total abandonment
of the Lincoln Economic Revolution, and the subjugation of
the United Statesto the British Gold Standard!

A few days later, Treasury Secretary Hugh McCulloch,
also an Association member, authored abrutal personal attack
on Henry Carey that appeared in the Chicago Tribune. Mc-
Culloch echoed every one of Newcomb’s policy demands.
The top priority of these traitors was to destroy America’'s
productive economy. Between 1861 and 1865, the Civil War
monetary growth had financed the most aggressive scientific,
technological, and industrial expansion in human history.

Thefirst act of political war wasto force through apolicy
of drastic “currency contraction,” i.e., the forced withdrawal
of currency from circulation, in order to bring the U.S. econ-
omy to acrashing halt.

It isimpossible to overstate the national |eadership taken
by Henry Carey in the fight to defeat this attack. Between
January 1866 and the March 1869 inauguration of President
Ulysses Grant, Carey issued a torrent of writings, totaling
over 1,000 pages. These were released as open | etters, news-
paper articles, columns, and longer theoretical works. They
were reprinted in millions of copies, in newspapers, pam-
phlets, and leeflets al over the United States. They had the
effect of creating and educating anationwideresistanceto the
treasonous plot, and their influence reverberated throughout
thecountry, acrossparty lines, andinto every political institu-
tion and social layer.

In December 1865, Treasury Secretary McCulloch re-
leased hisFirst Annual Report, demanding blanket authority
to begin the immediate withdrawal of all legal tender green-
backsfrom circulation. On Dec. 18, the House of Representa-
tives voted 144-6 to cooperate with the Treasury, “in a con-
traction of the currency with aview to as early aresumption
of specie payments as the business interests of the country
will permit.”

Carey’sOpen Letters

Faced with this Congressional collapse, in January and
February 1866, Henry Carey released aseriesof Open Letters
to Treasury Secretary McCulloch. Under thetitleof “ Contrac-
tion or Expansion?—Repudiation or Resumption?’® these
L etters appeared in more than 60% of the nation’s newspa-
pers, and were read by millions of Americans. The Letters

9. All quotesfrom Henry Carey can befoundin Henry C. Carey, Miscellane-
ousWorks (New Y ork: Burt Franklin; originally published in 1883).
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ignitedan “anti-contraction”fi ght virtually overnight, serving
asaclarion call to the American people to defend Lincoln’s
revolution.

In the fourth of these Letters, Carey went to the core of
the contraction issue, exposing it as a brutal betrayal of the
General Welfare, the issue which stood at the very heart of
the Lincoln Presidency: “A war upon what is called ‘ paper
money’ istherefore awar upon the poor in favor of therich;
and that the war being made upon it has precisely that effect
is proved by the fact, that the western farmer is now being
impoverished by reason of such a reduction in the price of
corn and oats, that the former is being used as fuel while the
latter is being sold at 8 cents per bushel; houses and lots in
the neighborhood of Wall Street commanding at thismoment
prices such as had never before been heard of. That such a
war can have no end other than that of political revolutionthe
most complete, is so absolutely certain that, regarding as| do
the future of the country and that of the administration as
being inseparably linked together, | feel it amatter of positive
duty most respectfully to ask that you should once again ex-
amine this question.”

Inthe Seventh L etter to McCulloch, Carey definesthereal
strategicissueat stake: “ Thequestion, my dear sir, now before
you for determination is, in my belief, the most momentous
one ever yet submitted to the decision of asingleindividual.
We havejust now closed alittle internal difficulty [the Civil
War—ed.]; leaving yet for settlement the one great question
asto whether theworld s, in al the future, to be subjected to
that British and anti-national systemwhich hasfor itsespecial
object that of enabling bankers and brokers to endave the
farmers and laborers, of the outside world. . . . Contraction,
by means of which the price of money is being so rapidly
carried up, looksinthefirst of thesedirectionsand must result
in giving the victory to England.”

Asaresult of Carey’ sintervention, in April of 1866, Con-
gress passed the compromise Loan Act (a.k.a., the Contrac-
tion Act), which authorized the Treasury to begin withdraw-
ing greenbacks from circulation, but limited the withdrawals
to amaximum of $10 million in the first six months, and $4
million per month afterwards, far below what M cCulloch had
demanded. Nevertheless, this legidation signalled a funda-
mental shift in direction for the nation.

Additionally, thewithdrawal of greenbackswasonly one
part of the “contraction” policy. In October 1866 Secretary
M cCulloch authorized the issuance of $890 million in inter-
est-bearing government notes, of which $290 million were
converted into long-term bonds. The purpose (and effect) of
this was to soak up available investment capital, effecting a
drastic shrinkage of circulating currency. During the next two
years, several moreof thesere-financing schemeswereimple-
mented, resulting in hundreds of millions of dollars being
removed from circulation.

Overall, between 1865 and 1877, theamount of money in
circulation in the United States (including banknotes, legal
tender notes, other interest-bearing circulating instruments,
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and specie), went from $2.1 billion to $606 million, or from
$58t0$14.60 per capita. Thedollar rosedramatically invalue
(along with the value of the national debt), while commaodity
prices plummeted. Measured in commodity values (i.e., real
physical-economic terms), the debt of the country doubled
during this period.

In August of 1867, Henry Carey exposed the traitors be-
hind thisplot in another seriesof Open Letters, titled “ Recon-
struction: Industrial, Financial, and Political.” These were
addressed to Sen. Henry Wil son, aM assachusetts Republican
and former radical abolitionist. Again, these letters were re-
printed and circulated throughout the country.

Inthe First Letter, Carey identifiesthe conspirators: “ Sad
experience is now teaching the farming and mining States
that for them the only ‘result’ thus far recently achieved has
been that of a change of masters, Massachusetts having, so
far as regards material interests generally, taken the place of
South Carolina, and New England at large, in reference to
some of high importance, that of the States so recently in
rebellion. Power has gone from the extreme South to the ex-
treme North, and the sectionalism of to-day is likely, as |
think, to prove quite as injurious as has already proved that
of the past. . .. [T]he Union is to-day, in my belief, more
endangered than it had beenin the yearsby which thewar had
been immediately preceded.”

Inthe Twelfthand Thirteenth L ettersof thissecond series,
Carey statesthe crucial nature of thefight within the Republi-
can Party: “ The Fort Wayne (contraction) decree of Secretary
McCulloch, likely to prove of far more enduring importance
than the Berlin and Milan decrees of the Emperor Napoleon,
is now nearly two years old. As it stands it constitutes the
great financial blunder of theage, havingalready, by theparal-
ysis of which it has been the cause, cost the country more
than the whole amount of the national debt. Let its policy be
persevered in and it will constitute the greatest in history, for
it will have cost the Union itsexistence. . . .

“With each successive day there has been seen an in-
creased desireto centralizein thetrading citiesthe disposable
capital of the country—hoarding with banks and bankers,
trust and deposit companies. . . . Fromthat hour money tended
to accumulate in all those cities, and to become more and
more inaccessibleto men by which it could be madeto create
demand for human service. From that hour the poor tended to
become poorer and therich to becomericher. . . .

“The next [Republican] convention, like that of 1860,
will find itself compelled either to endorse or repudiate the
monopolies of which | have spoken; to be for or against the
doctrine of equal rights; to be American or English; to be for
or against that industrial independence without which any
attempt at financial or political reconstruction is a useless
waste of time and words.”

TheFight for the Grant Administration

One of the major inflection pointsin the battle camewith
the next Presidential election.
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Henry Carey led the unsuccessful fight to prevent President U.S.
Grant from endorsing the specie resumption policy. In an open
letter to the new President, titled “ Shall We Have Peace?” Carey
argued that the only way to overcome the political and economic
crisesfacing the nation, wasto carry out the rapid industrial
devel opment of the South, combined with a continuation of the
nationwide economic devel opment policies of the Lincoln years.

At the 1868 Republican National Convention, Carey’s
alieswereintheminority. The Republican platform endorsed
McCulloch’ s contraction and resumption policies. The plat-
form’s economic plank was written by Rowland G. Hazard,
a Rhode Island former abolitionist and wool manufacturer.
Hazard, amember of the Boston Socia Science Association
and sponsor of the Boston Brahmins' “ Concord School of
Philosophy,”*® was also a collaborator of Herbert Spencer,
and one of John Stuart Mill’ s closest friendsin America.

The battle for control of the incoming Grant Administra-
tion pitted Carey and his allies against the entire New Y ork-
Boston Tory apparatus. The most urgent issue before the na-
tion was that of Southern reconstruction. Carey had already
defined the only viable approach to reconstructionin his 1867
Letters to Henry Wilson, where he said, “Industrial and fi-
nancial reconstruction must precede the political oneto have
any, even the slightest chance, of permanence.”

Twodaysafter theNov. 3election, Carey released aseries

10. TheConcord School of Philosophy waspart of the Transcendental project
of the Boston drug runners.
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of Open Letters to President-Elect Grant, which were circu-
lated under thetitle“ Shall We Have Peace?’ Carey proposed
to theincoming President, that the only way to overcome the
political and economic crises facing the nation, was to carry
out the rapid industrial development of the South, combined
with acontinuation of the nationwide economic devel opment
policies of the Lincoln years.

He stressed the crucial importance of the economic inde-
pendence of the nation: “In all time past, the price of money
having been wholly dependent on the price in England, the
most important intelligence from beyond the Atlantic was
that which was to be found in the price of British securities
on the Exchange of London. With each arrival, therefore, our
railroad shareswent up or down becausethe Bank of England
had seen fit to purchase afew Excheguer bills, or had found
in necessary to part with some of thoseit previously had. . . .

“Throughout thewar the government allied itself with the
great body of the people, those who had money to borrow,
interest to pay, labor and labor’ s products to sell, comprising
nineteen-twentieths of our total population; and henceit was
that the war resulted in success so complete. Sincethen there
has been a constant effort at separating the government from
that great class, and bringing it into close aliance with that
very trivial one, so far as numbers go, which profits by high
rates of interest and low prices of labor; and henceit is, there
has recently been so much danger of seeing control of the
country pass into the hands of those who, North and South,
had participated in the rebellion. To that end the greenback,
everywhere claimed as the people' s money, has by those in
high places been denounced, small as is the quantity, when
compared for the real need for it.”

One month after the publication of Carey’s Open Letters
to Grant, David Wells, the Special Commissioner on Internal
Revenue, released his long-expected report on the nation’s
finances. Wells, aleader of theBoston Social Science Associ-
ation, had been appointed by the government to conduct a
study of the nation’ sfinancia health. The report which Wells
issued, presented a catastrophic picture of the government’s
budget and finances, blamed the crisis on high tariffs and
paper currency, and called for measures even more extreme
than those advocated by McCulloch, including immediate
specieresumption and cremation (burning) of thegreenbacks.
In effect, Wells was advocating more of the poison that had
already put the U.S. on the downslide.

Upon reading the report, Congressman William Kelly of
Pennsylvania, Carey’s closest aly in the Congress, sent a
letter to Carey, which read: “1 regard his[Wells] report, sup-
plemented by [Amasa] Walker’ sletters, asthe most insidious
Free Trade document that has ever been published in this
country.”

Between January 1869 and the Grant inauguration in
March, thousands of copiesof Wells' report were distributed,
or printed in newspapers throughout the country. Soon after
the publication of the report, Wellswas elected the president
of the Cobden Clubs in the United States. Carey responded
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Rep. Thaddeus Stevens (R), a Pennsylvania ally of Carey's,
sponsored the 1862 Legal Tender Act, authorizing the U.S.
Treasury to issue the famous " greenbacks,” to finance the war
effort. Then in 1869, he led the fight in Congressto repeal
Treasury Secretary Hugh McCulloch’s* Contraction Act,”
withdrawing the greenbacks from circulation.

with his“Review of the Wells Report,” which was circul ated
as a series of Open Letters under the title “Protection and
Revenue, Public and Private.”

In February of 1869, one month before Grant’ sinaugura-
tion, Congress repealed McCulloch’s Contraction Act. The
repeal fight wasledin Congressby Carey aliesWilliamKelly
and Thaddeus Stevens. The victory, however, was short-
lived. Shortly after his inauguration, President Grant called
for the retirement of the greenbacks, and a return to specie
payments. In March 18609, at therequest of the new President,
Congress passed the Public Credit Act of 1869, which com-
mitted the United States to the (eventua) return to specie
paymentfor all debt, i.e., areturntotheBritish Gold Standard.
The original Act said: “ The faith of the United Statesis sol-
emnly pledged to the payment in coin or its equivalent of al
Federal obligations, except thosewhere specifically exempt,”
and it was amended toinclude, “and to make provisionsat the
earliest practical period for areturn to specie.”

On July 14, 1870, Congress passed another “Refunding
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Act,” later modified by anact of Jan. 20, 1871. Thisauthorized
the issuance of $1.8 billion in 10-, 15-, and 30-year bonds,
payable in specie. This not only resulted in further currency
contraction, but also began a massive shift in the holdings of
U.S. government debt to a syndicate of London bankswhich
purchased almost the entirety of the bonds. By December
1871, gold was being drained to London at the rate of $66
million per year.

Carey RingstheAlarm

In May of 1869, Carey published a work called “Our
Future.” Hislanguage and message are blunt: Break with the
treasonous policies of London and Boston now, or everything
accomplished under Lincolnwill belost:

the arrival of the time when they shall find themselves
compelled to cry—"Too late! Too late!”

Moving in one direction we shall dictate law, thus
securing to ourselves a permanent place as the Great
Power of the Earth. Traveling in the other we shall find
ourselves compelled to accept as law the decision of
Britain, and shall forfeit the place we now seem to
have secured.

The President might, if he would, prevent al this.
He might, if he would, have the whole nation at his
back. To that end, however, it would be required to
know if his Administration meant to look for support
toitsworking men; or, ontheother hand, tothe bankers
of Wall and State Streets, the capitalists of Boston and

Themost powerful, most dangerous, and most unpopu-
lar of free-traders [David Wells] had the offer of the
Treasury. Most narrowly, as we are assured, did the
nation escape the injury that must have resulted from
being represented at Vienna by the President of the
British Free-Trade League. Almost without exception
our chief representativesin Europearefree-traders. Our
consulsand consulsgeneral belongmainly, asl believe,
to that school which teaches that ‘the smuggler is the
great reformer of the age.” Thelast of al qualities now
demanded in men who are to represent the country
abroad is that of being in policy truly and distinctively
American disciples in that school in which Hamilton
and Clay wereteachers. . . .

For half a century the South governed us, and the
end of that government wasfoundinarebellion. Avoid-
ing Scylla we have fallen on Charybdis, the money
monopoly of the extreme North working amost as
much mischief as before had done the davery of the
South.

Let the Treasury now terminateitsalliancewith the
money-lending aristocracy; let it look alittle kindly on
the money-borrowing democracy; let it seek to unite
itself with the real Congress, and it can then have any
intelligent legislation for which it may seefittoask. Let
it fail to do these things, and the downfall of the party
will come as certainly as darkness follows the setting
of the sun. It came into power as advocate of therights
of the laboring many, black and white, northern and
southern. It loses power as it becomes more and more
the ally of the few by whom the many are governed,
these latter feeling that the whip of the money lender
and the lash of the slave-driver are close kindred with
each other.

Britain makes answer by buying up our journals,
and by scattering well paid lecturers throughout the
country, many of them professing to be Republicans,
but all mainly engaged in making free-tradevotes. Brit-
ish gold is thus undermining an Administration whose
members wait, as it seems to me, with folded arms,
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Lowell, Liverpool and Manchester, all of whom are
now so well represented by Messrs. Wells& Atkinson,
the Springfield Walker, and other membersof aL eague
that derivesitschief support from contributionsof Brit-
ish and other foreigngold. . . .

War now exists between British capitalists and
American workingmen, farmers, miners, and mechan-
ics. It isawar that can have no end other than that of
final and utter ruin to the one or the other. On which
side doesthe Administration proposeto fight? For one,
| do not pretend even to guess at the answer that may
here be given, nor do | know of any one who does.
Every hour that such answer is delayed gives strength
to that democratic British free-trade party [i.e., therac-
ist U.S. Democratic Party of 1869—ed.] whose advent
to power seems now so near at hand.

“Cut boldly!” said thesibyl to the hesitating Roman
king. Let the Administration now take the same ad-
vice—letit“cut boldly,” and onthe American side, and
all may yet be saved. Will this be done?| fear not!

TheLawful Collapse

In capitulating to the assault against the greenback, the
Grant Administration was abandoning the power and right of
the government to issue Legal Tender notes, which was, as
Carey accurately put it, “the plain and enlightened exercise
of ahigh sovereign prerogative, never to be doubted.” 1t had
capitul ated tothe privatebanking system, centeredin London.

Within four years, the catastrophic results of this action,
coming ontop of thetreachery under the Johnson Administra-
tion, began to hit. On Sept. 18, 1873, the financial house
of Jay Cooke and Company declared bankruptcy. Cooke, a
Lincoln aly, was destroyed when London and Wall Street
bankersdandered him asacredit risk and British bankscalled
in his loans, on funds he had committed to the construction
of the Northern Pacific Railroad. The Cooke bankruptcy un-
leashed financial chaos, and the worst economic depression
in the history of the country. The New York stock markets
shut down for the first timein their history. Within 24 hours
of the Cooke bankruptcy, 37 banks and brokerage firms col-
lapsed. By the end of 1873, more than 5,000 commercial
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The bankruptcy of
Lincoln ally Jay
Cookein 1873,
engineered by
London and Wall
Sreet bankers,
unleashed the worst
economic
depressioninU.S
history up to that
time.

enterprises had folded. It was a long, deep economic de-
pression.

The business failures were accompanied by an unprece-
dented depression in prices (deflation), which lasted into the
1890s, and even worsened after 1884.

In aperiod predating unemployment benefits and asocial
safety net, the human suffering was beyond belief. In 1874
therewere 93,000 unemployed in New Y ork City, 25% of the
workforce. In Chicago, 20,000 destitute men besieged the
City Council.

1875 witnessed more business failures than in 1873 and
1874 combined. Hardest hit by the industrial collapse were
Ohio and Pennsylvania. Wage cuts and lock-outs produced
strikesin theiron and coal industries.

Earlier, in 1871, the National Labor Union (NLU), an
organization led by William Sylvis, akey labor aly of Abra-
ham Lincoln, issued a manifesto calling for repayment of all
government bonds in greenbacks. In 1872 the NLU created
the National Labor Reform Party, which fielded electoral
slates in many parts of the country. After Sylvis death, the
NLU was replaced by the National Industrial Congress,
founded under the leadership of German-American Robert
Schilling. Anally of New Y ork Iron manufacturer Peter Coo-
per, Schilling al so become akey collaborator of Ohio Demo-
crat Thomas Ewing, Jr.

In April of 1874, with the country suffering a horrible
economic depression, William Kelly and other Carey alies
succeeded in getting both Houses of Congress to adopt what
became known as the amended “Inflation of Currency Bill.”
The bill authorized an increase in greenback circulation to
$400 million, and an increasein bank-note circul ation by $46
million. The bill passed the Senate 29 to 24, and the House
140 to 102, with strong bipartisan support.
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Within days, a massive campaign was organized out of
Boston and New Y ork, to pressure President Grant into veto-
ing the bill. The Financial Review, a publication owned by
Social Science Association leader Francis Sanborn, polemic-
ized fiercely against the legislation. Mass rallies were orga
nized in both New York and Boston by the Tory “Reform
Leagues’ of those cities. The 3,000-person Boston rally fea-
tured Edward Atkinson, John Murray Forbes, and John
Quincy Adamsll1. In New York City, therally included Au-
gust Belmont, A.A. Low, Cyrus Field, Francis Walker, and
CharlesFrancisAdams. The“reformers’ swamped theWhite
House with petitions demanding a veto of the hill. In April,
the Boston and New Y ork Reform Leagues sent adelegation
to meet with Grant. Days later, on April 22, Grant vetoed
thebill.

Theeffect of the veto on the Republican Party was devas-
tating. In July, Grant followed up the veto with a message to
Congress, demanding repeal of the Legal Tender Act, and full
specie resumption. The demoralized Republican Party was
in complete disarray. The November elections produced a
Democratic Party landslide, with the Democrats taking con-
trol of the House of Representatives for the first time since
1854.

Specie Resumption: London Takes Control

The word “specie,” as it was used in the 19th Century,
simply referstogold (bullion), or gold coins, whichweremis-
defined asthe only legitimate form of wealth. During certain
periods, silver was also minted, creating alimited bi-metallic
system, in which case both gold and silver were considered
legal specie. In 1821, the British government established the
international gold standard, with the (gold-backed) British
pound as the world's reserve currency. In 1844, Britain en-
acted the Parliamentary Bank Act (a.k.a, the “Peel Act”),
which among other things, fixed the international price of
gold at 3 pounds, 17 shillings, 9 pence, per ounce. Under the
international British Gold Standard, all public and private
debts—and all financia obligations, including paper cur-
rency—were redeemable in specie, upon demand. Through-
out the 19th Century, the City of London, through its Gold
Standard, controlled world monetary affairs. It aso directly
dominated the world supply of gold. In 1873, London banks
held 120 million pounds of gold, while New Y ork had but 40
million, and French and German banksamere 13 million and
8 million, respectively.

During the 1840sand’ 50s, the major L ondon banksfunc-
tioned as the “lenders of last resort” to major businesses and
governments. A large portion of foreign governments’ debts
were held in London. Through its control of this debt, added
to its dominance in the gold markets, London was able to
wage economic and financial war against its enemies, includ-
ing, most definitely, the United States. Thisis precisely what
the British-allied New Y ork Associated Banks attempted in
1861, whenthey suspended specie payment, and tried to blud-
geon the Lincoln Administration into surrendering the eco-
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nomic sovereignty of the United States.

The wartime issuance of greenbacks, and the break with
theBritish Gold Standard, created the basisfor true economic
independence. Lincoln himself acted to defend the national
currency in 1864, when he ordered the closing of the New
York Gold Room, the center of “free-market” speculative
activity aimed at destroying the greenbacks. These actions
and ideas represented—and still represent—a mortal threat
to the private oligarchical central banking system.

Thus when Ohio Republican Sen. John Sherman intro-
duced the Specie Resumption Act on Dec. 21, 1874, he was
acting to re-establish British control over the American fi-
nancial system.

Thelame duck Republicansfell inline behindit. The hill
passed the Senate, 32 (all Republicans) to 14 (12 Democrats
and 2 Republicans). On Jan. 7, 1875, it passed the House, 125
(all Republicans) to 106 (86 Democrats and 20 Republicans).
William Kelly led the Republican fight against it. On Jan. 14,
1875, Grant signed the Specie Resumption Act.

Its full implementation was delayed, however, until Jan.
1, 1879, at whichtimethe United Stateswasrequiredtoreturn
to complete specie convertibility. That gave the Carey-led
nationaliststime to mobilize.

Ohio’'s'Rag-Baby’ Election

Nine months after the passage of the Specie Resumption
Act, the first all-out battle to force its repeal came with the
Oct. 12, 1875 Ohio gubernatorial contest—the famous*“Rag
Baby” election. The economic depression was now two years
old. Morethan half of the Ohio iron furnaceshad closed. Top
wages in the iron industry were cut from $3.00 to $1.50 per
day, and wages of coal miners were down 33%. Because of
the scarcity of circulating money, many industries began us-
ing the “truck system” of paying their workers in goods or
store orders. Frequently the pay was in the form of scrip,
certificates to purchase goods at company stores. This scrip
became the circulating medium for whole towns.

At the 1875 Ohio Democratic convention, Thomas Ew-
ing, Jr.* and hisallies seized control of the state party. Ewing
had proposed a platform plank calling for repeal of Specie
Resumption. It was blocked in committee by the Copper-
head"? party bosses, so Ewing introduced it onthe floor of the
convention, whereit passed 386-266. Following thisvictory,
two additional plankswere adopted, one condemning the pol-
icy of currency contraction, and the second calling for the
replacement of national bank notes with legal tender green-
backs. The convention then renominated Governor William
Allen and chose as his running mate Ewing ally Samuel
Carey. The Allen/Carey ticket campaigned on only oneissue,

11. Information on the Ewing family can be found at the Archives of Ohio
History, Journal of the Ohio Historical Society, at http://publications.
ohiohistory.org/ohstempl ate.cfm?action=intro.

12. “Copperhead” wasthe popular term to describe pro-Confederacy and/or
“anti-war” Northerners, particularly Democrats.
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Cartoonist Thomas Nast invented the figure of “ Rag-Baby,”
purporting to depict the worthlessness of paper currency, ina
campaign to defeat William Allen in the Ohio gubernatorial race
of 1975. Allen campaigned on the issue of immediate repeal of the
Specie Resumption Act.

theimmediate repeal of the Specie Resumption Act.

The Boston/New York Tory apparatus was terrified of
the possibility of an Allen victory. The Allen campaign was
vilified in Cobden Club-controlled newspapers throughout
the nation. In Harper’s Weekly, cartoonist Thomas Nast in-
vented thefigure of the“ Rag-baby” to depict worthl ess paper
currency, and ran humerous cartoons using the caricature,
many of which werereprinted all over the country. One of the
most famous depicted William Allen holding a rag-baby in
one hand, and brandishing a bullionist heart impaled on a
spear in the other hand. Around Allen’s head was a banner,
reading, “VivelaGuillotine,” “ Trembletyrants, the Sans Cu-
lottes are coming,” and “more greenbacks or death.”

Thenational Democratic Party |eadership openly opposed
Allen, and New Y ork Governor Samuel Tilden, a protégé of
August Belmont, arranged a$100,000 contribution to Ruther-
ford B. Hayes, Allen’ snondescript Republican opponent. The
New Y ork City Democratic press was full of anti-Allen arti-
cles, many of whichwerereprinted in Ohio Republican news-
papers. Inside Ohio, Democratic Senator Allen Thurman, a
“hard money” ally of Belmont and foe of Ewing, repeatedly
spoke out, attacking the Allen/Carey anti-resumption
platform.

On Oct. 12, Hayes defeated Allen by 5,000 votes, out of
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600,000 votes cast. The day after the el ection, the Cincinnati
Enquirer editorialized, “The state election yesterday was
marked by events of the most extraordinary character. The
Democratic ticket was assailed, and the platform upon which
it was nominated bitterly opposed by the organs of the so-
called Democrats of New York. They urgently called upon
thepeopl eto el ect our Republican opponents. . . . Thewealthy
Democrats of New Y ork contributed large sumsin behalf of
Hayes. . .. That this had some influence upon the result is
beyond question.”

The political fallout of the pro-resumption Hayes victory
was immediate. In November, the Pennsylvania Industrial
League(led by Henry Carey allies Joseph Wharton and Henry
Lea), broke with Carey and Kelly, and endorsed specie re-
sumption. Iron Age, the publicationwhich had printed dozens
of Carey’ sarticles, also abandoned thefight. Inits November
1875 issue, Iron Age editor John Williams printed a signed
editorial endorsing resumption. Most Pennsylvania Republi-
can Congressmen al so went over to resumption.

Splits and fissures were occurring in political partiesand
institutionsall over the nation. In June, the New Y ork Cham-
ber of Commerce had split, with a dissident faction led by
Peter Cooper and former New Y ork Mayor George Opdyke,
forming a new organization called the New Y ork Board of
Trade. The first act of this group was to send a memoria to
Congress attacking the Specie Resumption Act as“astanding
menace against al business enterprises.”

TheBattle Resumesin Congress

The Congressre-convened in December, amidst afurious
national battle over the issue of resumption. The first show-
down came in the House, where Democrat Michael Kerr, a
“hard-money” stooge of August Belmont, was chosen
Speaker over Ewing ally Samuel Randall. Billsto repeal the
Specie Resumption Act wereimmediately introduced in both
Houses of Congress, but they were killed in committee. Re-
peated attempts to introduce repeal legislation from the floor
wereruled out of order. On Feb. 1, 1876, Speaker Kerr refused
to recognize Rep. John Atkins of Tennessee when he rose to
introducerepeal legislation. Later inthemonth, Rep. William
Holman of Indiana suffered identical treatment.

In January 1876, Henry Carey Baird (Henry C. Carey’s
nephew) issued acall for the withdrawal of all national bank
notes and their replacement by greenbacks.

On March 20, a hill to repeal specie resumption passed
the House 110-109 (with 74 abstentions), but was killed in
the Senate. On Aug. 5, asecond repeal bill passed the House
106 to 86 (with 101 abstentions). This too was killed by the
Senate’ s Republican leadership.

Hopes for shifting the policy through the 1876 Presiden-
tial elections were also dashed, by the actions of the New
Y ork bankers, and their controlled politicians, in preventing
platforms in opposition to Specie Resumption. August Bel-
mont sguashed a revolt in the Democratic Party, and in the

32 National Economy

Republican Party, the* Mugwump” Tory faction successfully
mobilized to defeat the changes of James Blaine, who, a-
though he had voted for Specie Resumption, was close to
Carey, and a strong advocate of the protective tariff.

At the Republican convention, Rutherford B. Hayes was
nominated on the seventh ballot. After his nomination, the
alliance of the Mugwumps and New Y ork Republican boss
Roscoe Conkling voted up a platform, which read in part:
“In the first act of Congress, signed by President Grant, the
national government assumed to remove any doubt of itspur-
pose to discharge al just obligations to the public creditors,
and solemnly pledgeditsfaith ‘to make provision at the earli-
est practicable period for the redemption of the United States
notes in coin.” Commercial prosperity, public morals, and
the national credit demand that this promise be fulfilled by a
continuous and steady progress to specie payment.”

The Boston Tories ran both campaigns. Tilden's cam-
paign manager was Carey-hater David Wells, while anti-na-
tionalist strategist Carl Schurz advised Hayes on economic
policy, and wrote the economic section of his March 1877
inaugural address, which read in part, “ The feeling of uncer-
tainty inseparablefrom anirredeemabl e paper currency isone
of the greatest obstaclesto areturn to prosperous times.”

The only force which campaigned against Specie Re-
sumption wasthe Greenback Party, foundedin March of 1875
in Cincinnati. The party nominated New Y ork iron manufac-
turer Peter Cooper for President. In the November election,
Cooper received only 80,000 votes. A combination of sectari-
anism and disorganization doomed the campaign from the
start. Inaddition, the campai gnwassabotaged by anti-Lincoln
and anti-Carey agents.™®

The Depression Spreads

By 1877, the country wasin the fourth year of economic
depression. Railroad constructionwasat astandstill. Newspa-
persreported casesof starvati on and suicideamong theunem-
ployed. Theword “tramps’ cameinto use, to describethe new
phenomenon of homelessworkers. Labor strikes began to hit
thecountry. Thefirst signswerein 1875 in thetextileand coal
industries. Theseincluded the Fall River textile strike of * 75,
and the “Long Strike” of anthracite coal workersin Pennsyl-
vania.

In the year Rutherford Hayes was inaugurated President,
the nation experienced alabor revolt, beyond anything in the
previous history of the country—the Great Strike of 1877.
This began when workers in Baltimore struck the Baltimore
& Ohio Railroad over new wage cuts, on top of previous cuts

13. Typical wastheroleof the Chicago-based M arcus Pomeroy, thewar-time
editor of the Copperhead LaCrosse Democrat. Pomeroy despised Abraham
Lincoln. During the 1876 campaign, he issued broadsides under the names
of Hot Drops, and Meat for Men, which threatened violence, bayonet-armed
greenback militia, revolution, and western/southern secession. Asaprovoca
teur, Pomeroy was the perfect foil for the Boston Brahmin apparatus.

EIR December 6, 2002



President Rutherford B. Hayes, a staunch proponent of specie
resumption, presided in 1877 over the biggest labor revolt inthe
history of the country, and deployed Federal troops against
strikers.

inboth’ 75 and’ 76. Theworkerstook over therailroad yards
andblockedthetrains. Atthe peak of thestrike, 15,000 joined,
and the strikers took control of most of the city.

Thestrikespread rapidly throughout the Midwest. Inmost
locations, coal miners joined the actions. In Martinsburg,
West Virginia, the National Guard fought a gun battle with
the strikers. On July 18, President Hayes ordered in Federal
troops. On July 20, Maryland Governor Carroll called out the
National Guard, and nine strikers were killed as the Sixth
Maryland Regiment fought block to block to retake the city.

In Pittsburgh, 16 were killed in open war with Federal
troops. In St. Louis, the strikers took over the entire city. On
July 24, riots broke out at the railroad yardsin Chicago, and
the Mayor mobilized 5,000 vigilantes, in addition to calling
inboththe National Guard and Federal troops. Actionsspread
to other cities, including Buffalo, McKeesport, and Erie. By
July 25, all railroad traffic from Canadato the Gulf of Mexico
and from the Hudson River to the Mississippi River was
halted.

The series of strikes, riots and battles |asted three weeks.
In the end, the labor actions were crushed everywhere.

The Great Strike of ' 77 was, in some ways, the moral
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punctum saliens for the Republican Party. James B. Weaver,
a Union Civil War hero, and the Republican candidate for
Governor of lowain 1875, walked out of the Republican Party
on the day he learned of Hayes' order to use Federal troops
against the strikers. (Weaver would be the 1880 Greenback
Presidential candidate.) The moral divide for the Republican
Party was the issue of the General Welfare, and whether or
not they would continuethe outlook, which Abraham Lincoln
so clearly expressed in hisfirst annual message to Congress
in 1861: “Thereis one point to which | ask a brief attention.
It isthe effort to place capital on an equal footing with, if not
abovelabor, inthe structure of government. . . . Labor isprior
toandindependent of capital. Capital isonly thefruit of l1abor,
and could never have existed if labor had not existed first.
L abor issuperior to capital and deserves much higher consid-
eration. L et the worthy men who toil up from poverty beware
of surrendering a political power they already possess, and
which if surrendered will surely be used to close the door of
advancement against such asthem, and to fix new disabilities
upon them till al of liberty shall belost.”

Henry Carey knew that if the Republicans abandoned this
outlook, the Lincoln Revolution would be destroyed. In his
1866 reply to the Wells report, Carey had said: “ Throughout
the war the government has been in aliance with the land-
owner, the trader, the manufacturer, the laborer, and the bor-
rower of money, against the lender of money, and to that
aliance has the country been indebted for all its recent
success.”

In the years preceding his death, Carey warned again and
again, that thefinancial demands of specieresumption, would
lead to an unprecedented impoverishment of the producing
classes, and that this represented an unforgivable political
betrayal of the Lincoln legacy.

Renewed Fight Against Specie Resumption

In 1878 a renewed effort was made to pull together a
nation-wide coalition, with the aim of sweeping the Novem-
ber Congressional elections, and creating a national mandate
for the repeal of specie resumption. This time, the leading
role was taken by the Knights of Labor, the dominant labor
forcein the country. Their leader, Terence Powderly, was at
the center of the Henry Carey-run (anti-British) Irish political
circlesin Philadelphia.

Powderly and hisalliesmadethe decisionto movebeyond
the Greenback Party apparatus and to organize an entirely
new party. Thesectarian policy of 1876 wasabandoned, anda
drivelaunched torally all the elementsof the anti-resumption
fight. In Detroit, Moses Field, the Greenback Party leader
and former Republican Congressman, organized a meeting
of manufacturers and industrialists, an element that had been
largely missing in the 1876 Greenback campaign. William
Kelly attended and spoke at the meeting, and Henry Carey
sent aletter of support.

In February 1878, a national convention was held in To-
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Knights of Labor leader Terrence Powderly was at the center of
the Henry Carey-run Irish political circlesin Philadelphia. In
1878, he and his allies organized a new party, which became
known as the Greenback-Labor Party, and fielded candidatesin
thousands of congressional and other election races.

ledo, Ohio. Dominated by the Knights of Labor and other
Carey dlies, theconvention abolished theoriginal party struc-
tures and created a new political party, which they named
The National Party. Robert Schilling, the Ohio labor aly of
Thomas Ewing, wrote the new party’s constitution. The first
plank of the party’s platform called for “a purely national
circulating medium, based on the faith and resources of the
nation and issued directly to the people, without theinterven-
tion of any system of banking corporations, which money
shall belegal tender in payment of all debts, publicor private.”

The key issue was the strategy for the November elec-
tions. The convention endorsed a Powderly proposal for “fu-
sion” tickets; i.e., astrategy to capturethe House of Represen-
tatives with a cross-party majority. To that end, the Party
would run its own candidates in districts where both the Re-
publican and Democratic candidateswere“ hard money,” and
form fusion tickets in districts where a Carey Republican or
Ewing Democrat was running. The campaign strategy was
focussed heavily into labor districts.

Quickly dubbed the “ Greenback-Labor Party,” the party
fielded candidatesin thousands of races. In October the party
won two of thefive Congressional seatsinelectionsin Maine.
InMassachusetts, the party ranalmost exclusively fusiontick-
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ets, chalenging the Brahmin political machine on its home
ground. Former Republican Congressman Benjamin Butler
ran for Massachusetts Governor, on a joint Democratic-
Greenback Labor ticket. William Kelly, himself, ran for re-
election in Pennsylvania on a Republican-Greenback Labor
fusion ticket. Terence Powderly was elected the Mayor of
Scranton, Pennsylvaniaon astraight Greenback-L abor ticket.

The opposition was massive. Newspaper editorials
warned of animpending French Terror. Thomas Nast's*“rag-
baby” cartoonswererevived and printed everywhere. Groups
like the Honest Money League of the Northwest, under Ly-
man Gage' sleadership, weredeployedtostopthethreat. Anti-
Greenback broadsides and pamphlets were distributed by
the millions.

In the November elections, the Party won more than 1
million votes outright, and el ected 14 Greenback-L abor Con-
gressmen, with an additional 7to 10 elected on fusion tickets.
Additionally, many anti-resumption Democrats and Republi-
canswere elected on their own, giving the House an absolute
majority favoring repeal of resumption.

Inthe South, the National s supplanted the Republicans as
the second largest party. In Texas, the party won 12 state
legislative seatsand el ected one Congressman. The party won
61,000 votesin Missouri, 10%in Tennessee and 22%in Mis-
sissippi; and it elected 18 state legislators in West Virginia,
14 in Arkansas, and 2 in Georgia. Strong votes also occurred
in Alabama and Arkansas. The party wasracially integrated,
and themajority of Greenback-L abor votesinthe South came
from black voters.

TheBritish Gold Standard Reigns

In the month of December 1878, fourteen separate bills
were introduced into the Congress, in alast ditch attempt to
repeal the Specie Resumption Act. All failed. On Jan. 1, 1879
the Act took effect. The United States was officially back on
the British Gold Standard. All U.S. government debt and all
foreign bond obligations were now payablein gold. All U.S.
circulating currency—of whatever kind—was convertible
into gold upon demand, and the amount of greenbacks in
circulation wascut to $300 million, with aplan for their even-
tua retirement.

Legislation waspassed requiring the Treasury to maintain
agold reserve of $100 million, in order to meet any demand
for redemption. Obtaining foreign gold becameapriority, and
this hinged on keeping U.S. exports cheap, and the price of
wages, farm produce, and raw materials low. Prosperity was
now defined by the status of the balance of gold payments,
not by the yardstick of either the physica economy or the
state of the general welfare of the population.

Beginning with the Hayes Administration, the major pre-
occupation of the Treasury wasin building up and maintain-
ing the U.S. gold reserve. John Sherman’ sfirst act in office,
asHayes Secretary of the Treasury, was to negotiate a gold
loan from London. This was followed two months later by

EIR December 6, 2002



negotiating a second gold loan from the sale of 4% bonds.
In April of 1878 Sherman arranged—through the Houses of
Morgan and Rathschild—a huge $50 million gold loan from
London. Thisbecame known as“ Sherman’s Coup,” and was
said to “have secured resumption.” These foreign bond sales
continued through the’80s and ' 90s.

A syndicate of U.S. banks, working as partnerswith their
friends in London, completely controlled the refinancing of
U.S. government debt. These swindlers included Morton
Bliss and Company, August Belmont (for the Rothschilds),
the Seligman Brothers, and Drexel-Morgan.

The period from 1870 to 1895 saw a total collapse of
wholesale prices. Wheat went from $1.06 to 50¢ per bushel;
cottonfrom 15¢ to 4¢ per pound; cornfrom 53¢ to 25¢. Wheat
and cotton werethetwo chief U.S. exports, and amajor source
of foreign gold. The deflation caused an increased looting of
the country’s physical economy; e.g., the cotton harvest of
1895 was 2.5 timesthat of 1870, yet brought the farmersless
money. The collapse in farm income led to massive foreclo-
sures. By 1893, loan companies owned 90% of the land in
western Kansas. Overall, wholesale prices fell 50% from
1870 to 1896. Farm prices even more.

Part of the swindle, wasthe use of the national debt toloot
the U.S. economy and workforce. In 1866, U.S. government
debt was $2.8 billion. Over the next 20 years, $2 hillion in
principal (and $1.2 billionininterest) was extracted out of the
U.S. economy to pay the debt down to $800 million. This,
however, wascompletely illusory. Inreal physical-economic
terms, things actually got worse. In other words, during this
period, the United States made $3.2 billion in debt payments;
but by 1885, measured in commodities, the government’s
debt was actually 50% to 200% higher in physical economic
terms!

In 1894, the dollar value of U.S. commaodity exports was
$1,020,000,000, of which more than $800,000,000 (or 80%)
wasfromtheexport of agricultural products. Thesale of these
farm exports represented the largest single source of gold
comingintotheUnited States. By depressing thepriceof farm
goods, while simultaneously demanding specie payments on
U.S. foreign debt, British policy both drained gold out of the
American economy, and increased the need to further expand
American exports in order to obtain more gold. Throughout
the’80s and ' 90s, the United States ran large trade surpluses
in order to obtain gold. The British intent was to turn the
United States into a supplier of cheap farm goods and raw
materials. If not for the high protective tariffs, erected to de-
fend U.S. manufacturing, thisplot might well havesucceeded.

The Devastating Results

Specie resumption put the U.S. financial and economic
system in a straitjacket. Domestically, the Federal govern-
ment was prevented from funding the productive economy,
whilethebulk of privatecapital flowedinto Wall Street-domi-
nated speculative activities. From London, British control
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over both gold and the market in foreign debt, gave them the
ability to manipulate U.S. financial markets at will.

Between 1880 and thefirst World War, the United States
was battered by acontinuous seriesof financial crises, includ-
ing the major Panics of 1884, 1893, and 1907.

A demand by the New Y ork banks for gold redemption
of government bonds brought on the 1884 Panic. By the end
of the year, 10,968 business had failed, with liabilities of
$226 million. The economic impact hit the West and South
particularly hard. Between 1885 and 1888, therewerean addi-
tional 51,748 business falures, with liabilities of $757
million.

The Panic of 1893 resulted from a policy of severe credit
contraction imposed by the Bank of England from 1890 to
1893. New capital issues by the Bank went from £142.6 mil-
lion in 1890 to 104.6 million in 1891, 81.1 million in 1892,
and 49.1 million in 1893. At that time, British new capital
issues accounted for 75% of all foreign investment in United
States. Between 1890 and 93, huge quantities of British
assets in the United States were sold off. In the last three
months of 1890 alone, gold raids from Europe took $40 mil-
lion in specie out of the country.

On Feb. 20, 1893, the Philadelphia & Reading Railroad,
with adebt of $18.5 million and only $100,000 cash on hand,
declared bankruptcy. On April 21, the Treasury’s statutory
gold limit was breached, and Pennsylvania Steel announced
bankruptcy. On May 3, amassive sall-off took place on Wall
Street, and on May 4, National Cordage, themost widely held
security inthe country, collapsed, its share price having gone
from $140 to $20 in less than 48 hours.

InJune, 128 banksfailed acrossthe United States. In July,
theErieRailroadfiledfor bankruptcy. In August, theNorthern
Pacific followed suit. In October, the Union Pacific Railroad
went bankrupt, followed by the Atchison, Topeka& SantaFe
in December. For the 12 months of 1893, 15,000 companies
failed; 500 banks went into receivership; 30% of country’s
rail system became insolvent. The suddenness and intensity
of the economic shutdown was worse even than the Cooke
collapse of 1873.

Unemployment rates rose to double digits and remained
therefor six years, hitting apeak of 18.4% in 1894. Industrial
unemployment rates were 50% to 100% higher. Hardest hit
of all werethe South and the West.

The 1907 Panic began when another London-imposed
policy of contraction and interest-rate hikes drained specie
out of American markets. In October, aseriesof runshit New
York banks. On Oct. 21, the National Bank of Commerce
announcedthat it would stop clearing the checksof the Knick-
erbocker Trust Company. On Oct. 22, Knickerbocker Trust
suspended payment. Between Oct. 24-25, the stock market
suffered anear meltdown.

These financial panics and economic depressions were
accompanied by brutal austerity agai nst the American people.
Desperation strikes and labor actions swept the country,
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driven by afight just to survive. In 1886-87 alone there were
3,000 strikesin the United States.

Theyear 1888witnessedthe Great Railroad Strike,” with
tensof thousands of workersstrikingin Chicago, Milwaukee,
St. Paul, and throughout the West.

In 1892, Carnegie Stedl, led by L ondon/Wall Street stooge
Henry Clay Frick, attempted to impose an 18% wage cut at
its Homestead Plant. When the union resisted, Carnegiefired
all theworkers, and hired 300 Pinkerton guardsto protect the
scabs. In the ensuing Battle of Homestead, 9 workers were
killed and 40 wounded, while 7 Pinkerton guards werekilled
and another 200 shot. Eight thousand Federal troops were
brought in, and over the next four months the strike was sav-
agely crushed. Fourteen more strikers were killed and 163
seriously wounded.

In 1894, the Pullman Company in Chicago laid off one-
third of itsworkforce and cut wagesfor therest by 40%. The
workers struck, and the company responded by firing all the
strikers. Within days, aimost all the railroad workers west of
Chicago went on strike. President Grover Cleveland ordered
in Federal troops. The strike was crushed and one-half of the
workerswere laid off.

Other major strikesincludedtheLehigh Valley Strike, the
Chicago Union Stock Y ard Strike, the 1895 Brooklyn Street-
Car Strike, the 1900first Anthracite Coal Strike, and the Great
AnthraciteCoal Strikeof 1902, wheretheentire Pennsylvania
militia was mobilized, and 8,500 militiamen served in coal
fields.

Almost al of these strikes failed, and the unions were
broken. Most of the industries would remain non-union until
the 1930s or " 40s.

Carey’sBattle Comestoan End

Henry Carey died within monthsafter theimplementation
of specie resumption in 1879. With him died the leadership
of the American Intellectual Tradition, in its philosophical,
aswell as economic, depth.

Carey knew well that the policies of specie resumption
were not simply economic. They were part of abroad assault
on the concept of the General Welfare, and the introduction
of the anti-human ideas of Malthus, Darwin, and Spencer,
and they relentlessly propagandized for these theories until
they became dominant in American academia. Thus, while
Carey’ snamehasbeenvirtually extinguished fromthehistory
books, the advocates of Social Darwinism, imperialism, and
free trade took over the literary and intellectual culture of
the nation.

Some of the key traitors were Francis Bowen (1811-90),
a leading Professor of Mora Philosophy at Harvard, who
fostered pragmatist William James and a phoney school of
“ American Political Economy,” where he originated theidea
of burning all the greenbacks (cremation); CharlesF. Conant
and his son, respectively agents of the U.S. Treasury, and
of the pro-imperial banking establishment; William Graham
Sumner, the leading American Social Darwinist of the 19th
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Century; Simon Newcomb, today famous for devel oping the
“Quantity Theory of Money,” and other menaces.

Henry Carey knew that it was this oligarchical view of
humanity which was the real black heart behind London’s
economic policies. He polemicized fiercely against Malthus,
Social Darwinism, and other bestial ideas. Throughout the
post-Lincoln period, Carey wrote continuously defending the
nobility of man made in the image of God.

Hereisone example: “ That we may understand the direc-
tion in which [nations] are moving, whether toward civiliza-
tion, wealth, and power, or toward barbarism, poverty, and
weakness, it is needed that we compare their present with
their past and satisfy ourselves asto whether their policy has
tended in the direction of developing those qualities which
constitute the real man, the being made in the image of his
Creator, fitted for becoming master of nature and an example
worthy to be followed by those around him, or those alone
which he holds in common with the beasts of the field, and
which fit him for taking place among men whose rule of con-
duct exhibitsitself in the robber chieftain’ smotto, ‘ that those
may take who havethe power, and they may keepwho can.””

Erosion of the Carey Forces

After Carey’s death, there was no successor. By 1880,
the forces around William Kelley were reduced to a small
minority in Republican ranks; the Democratic Party was
firmly in the hands of the Wall Street/Confederate faction;
andthe Greenback-L abor Party had al ready begunto collapse.
The Greenback-Labor Party never survived the loss of Car-
ey’ sstrategic guidance. It ran presidential candidatesin 1880
and 1884, but sectarian and fringeelements, whichhad always
existed in the movement, increasingly cameto the fore, until
its disappearance.

Thomas Ewing's efforts to overthrow the Wall Street/
Confederategrip onthenational Democratic Party failed. The
emergence of the “ Solid South” electoral bloc relegated the
Democratic Party to the role of aregional vehicle dominated
by the pre-war slave states.

The British unleashed arage-filled “populist” crusade to
take over the remnants of the greenback movement. Thiscul-
minated in the 1896 “Cross of Gold” campaign of Ku Klux
Klan supporter William JenningsBryan.*Virulently pro-free
trade, and absent of any commitment to a scientific or indus-
trial development policy, the Bryan Democracy was nothing
but areturn to rabid ante-Bellum agrarianism. Based almost
entirely on the southern and western Farm Associations,
which by the 1880s had repl aced the Grange movement asthe
dominant rural political force, the populists recruited some
disoriented western greenback leaders, including James
Weaver of lowa and Ignatius Donnelly of Wisconsin, but
never attracted any of the industrial or labor greenbackers,

14. At the 1924 Democratic National Convention, Bryan personally inter-
vened to block a resolution condemning the Ku Klux Klan, that had been
introduced by supporters of New Y ork Governor Al Smith.
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such asthe Knights of Labor.

When the Democratsand Populistsboth nominated Bryan
in 1896 on a “free-silver”® platform, the Boston Brahmins
organized a split in Democratic ranks and formed the pro-
gold standard National Democratic Party (NDP). Founders
of the NDP included Social Science Association members
Edward Atkinson, CharlesFrancisAdams, Jr., Horace White,
and E.L. Godkin.* Thiswas essentially the same Mugwump
crowd that had sabotaged James Blaine's Presidential cam-
paigns in 1876, 1880, and 1884. The Gold Democrats re-
ceived adismal 1% of the vote, and the party soon went out
of existence; but it had fulfilled its purpose, which was to
pressure the Republicans into remaining solidly in the pro-
gold camp.

The best of the Republican Party leaders—such as James
Blaineand William M cKinley—continuedthefight forindus-
trial and scientific progress. The key battle which they
fought—and won—wasin maintaining Henry Carey’ spolicy
of high protective tariffs.

Blaine came within a hair’ s-breadth of the Presidency,
losing the 1884 presidential election to Grover Cleveland by
only 24,000 votes, out of 10 million cast. An unprecedented
campaign of smears and slanders was conducted against him
in the Mugwump press, led by Harper’s Weekly.

In 1890, WilliamMcKinley authoredtheMcKinley Tariff
which reestablished the high tariff rates of the Civil War, and
as President, in 1897, McKinley signed into law the Dingley
Tariff, the highest protective tariff in the nation’ s history.

All of these accomplishments, however, occurred within
aU.S. political environment characterized by the continuing
erosion of the Carey forces, and the increasing Anglophile
takeover at thetop of both political parties. In 1900, for exam-
ple, McKinley’ s Treasury Secretary Lyman Gage—the same
Lyman Gage who fought Ewing in Ohio in 1875, battled
the Greenback-Labor Party in 1878, and endorsed the Gold
Democrats in 1896—convinced McKinley to sign the Gold
Standard Act, which officially and legally subordinated the
United States to the British Gold Standard. Gage bragged to
newspapers that the United States was now “bound by law to
maintain aparity of value between all forms of money issued
or coined by the United States and the Gold Dollar.” The act
also mandated the total withdrawal from circulation, of all

15. After 1874, anumber of attemptswere madeto remonetizesilver, includ-
ing the Bland-Allison Act of 1877 and the Sherman Silver Purchase Act
of 1890. Motives varied. Henry Carey endorsed Bland-Allison as way of
countering theeconomic impact of McCulloch’ scontraction policies. Blaine
backed silver re-monetization for similar reasons. Conversely, many support-
ersof Specie Resumption, notably John Sherman, backed silver remonetiza-
tion simply because the U.S. government lacked the gold reserves needed
for full convertibility. If somequantity of silver could beminted, thenforeign
specie obligations could be met more easily. Bryan's 1896 silver crusade
was something else entirely. Absent of any strategic orientation, this was
simply single-issue populism run amok, atrue Hobbesian worldview.

16. Other activists in the 1896 NDP campaign included Woodrow Wilson
and Louis Brandeis.
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remaining greenbacks.

Carey’sclosest ally in Congress, William Kelly, died in
1890. JamesBlainedied in 1893. McKinley was assassinated
in 1901. From that point on, the Lincoln/Carey policy would
have no national voice. This situation would not change until
the 1932 cross-party campaign of Franklin Delano Roosevelt,
when hereassembled anational political mgjority, against the
“economic royalists’ of Wall Street, and in defense of the
“forgotten man.”

Restoring Sovereignty

Abraham Lincoln had said, in a speech shortly before his
1861 inauguration, that the American Declaration of Indepen-
dence “gave liberty not alone to the people of this country,
but hope to all the world, for al future time.” The Union
victory in the Civil War, combined with the influence of
Henry Carey’s ideas,'” not only preserved that historic mis-
sion of the United States, but spread “ American System” eco-
nomicsall over theworld.

Thetragedy isin what might have been. Asaresult of the
defeat on specie resumption, the global power of the British
Empire—and its financial hegemony—remained intact. Re-
sumption resulted inthetotal monetary and financial subjuga-
tion of the United States. The Panicsof 1873, 1884, 1893, and
1907 were al artificial; i.e., the effects were real, but they
didn’t occur dueto any internal weaknesses of the American
economy. The panics—and depressions—all originated from
decisions made in London, which were imposed from the
outside on the productive U.S. economy. British oligarchs
had a sly phrase to describe this: “When London sneezes,
New Y ork catches pneumonia.”

If the policies and outlook of the Lincoln Revolution had
continued after the Civil War, the productive economic capa-
bilities of the United States would, in short order, have so far
outstripped those of the European colonial powers, that those
powers, including Britain, would have continued to operate
only asanincreasingly marginalized force, within an entirely
new global geometry. They would have been forced to adapt
to the reality of that new geometry, precisely as Carey had
laid out in his 1865 Letters to Schuyler Colfax, “How To
Outdo England Without Fighting Her.”

Think for amoment about what transpired in the 50 years
following Carey’ sdeath, from 1879 to 1929: European impe-
rialism, World War |, the spread of romanticism and existen-
tialism, the cultural degeneration of the 1920s, the unleashing
of the great 1929 depression, and the rise of fascism. Had
Carey’s entire economic strategy been implemented, what
would the 20th Century have been then?

Now think about the situation we are facing today. Think
about the potential for humanity’s development under
LaRouche's New Bretton Woods system, and consider the
aternative, if wefail towin our political fight.

17. Seefootnote 6.
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