Prelude to Populism: Discovering the Limits of American Populism
-As America emerged from the Civil War, the notion of Reconstruction took on many forms. In part, Americans felt compelled to redefine economic fairness and determine the role of government to this end. The objective is Stability. The issue is Justice.

-The Political System had to cope with schisms along sectional, religious and racial lines. The Political Machine attempted to cope with these divides in the North. The South had a different dilemma.


-People tended to “vote as they shot” and “wave the bloody shirt”


-The Democratic Party evolved from their Jeffersonian and Jacksonian legacy to 
help develop “The New South”.


-The Civil War catalyzed a new landed class of industrialists (Primarily in the 
North). A new business party was formed.

-The money questions: how money is created and on what basis it should be circulated. The answers to these questions determines who controls the rules of commerce and, accordingly, who shall reap the benefits of increasing American production. We are talking about defining the basic economic ground rules for the American society.


-The Civil War necessitated the issuance of Greenbacks. By war’s end there were 
$450 million in circulation.


-Bankers wanted monometallism and hard money (“Goldbugs”); they wanted the 
nation to return to the gold standard. Greenbacks are soft and corrupt, whereas 
gold has intrinsic value and is more civilized and stable. Yes, this will hit the 
debtors hard, but that is the painful cleaning of the wound that is necessary for 
true recovery.

-Farmers wanted bimetallism and soft money (“Greenbackers”); they desired to 
keep the nation’s currency accessible. Illustrative example:



-10 Farmers, 10 Dollars, 10 Bushels of Wheat = Bushel of Wheat: $1.00



-If population, money and production double over generations, the farmer 


maintains his stake in the economy.



-BUT, if population and production double, but money stays the 



same…the price of wheat will drop to 50 cents.



-Moreover, with money so scarce, interest rates would rise and the farmer 


will have to produce twice as much wheat to pay his mortgage (or be 


foreclosed on)



-Debtor Solution: reduce the content of the dollar to ½ its pre-war figure 


and accept the fact that currency was devalued during the war. Yes, this 


will not please the elite bondholders (they would have broken even, sort 


of), but it will save the farmers.


-Thus, while contraction was a blessing to banker-creditors, it placed a cruel and 
exploitive burden on producer-debtors.

-The Greenback issue fell prey to sectionalism. Politicians were more interested in waving the bloody flag than trying to debate this complex issue. In this milieu of sectional pandering, Congress was pressured to resume the payments of gold for wartime bonds and gradually contract the currency. Throughout the 1870’s, currency remained stable while the population exploded.


-It’s futile to employ economic arguments to overcome the sectional loyalties of 
the nation’s voters. Stump speeches based on complicated greenback monetary 
arguments were simply not enough to affect the way people acted politically.
-The “Crime of ‘73”


-In 1873, without even a roll call in the Senate, silver was rendered obsolete as a 
viable currency (it was “demonetized”). 


-As unemployment and wage cuts swept though the country as a consequence of 
the Panic of 1873, the nation soon found out about the Crime of ’73 and began an 
uproar.

-The Formation of the People’s Party:


-National Labor Union (1871)


-The Greenback Party (1876-84)


-The Union Labor Party (1888)
“The money question might be central to the ongoing problem of economic inequity and corporate concentration in America, but the nation’s political culture, reduced to a primitive level by the emotions of sectionalism, seemed thoroughly in harmony with the needs of sound money bankers.” (19)
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