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Paper Money

The fourth issue of United States
Notes, or Legal Tender, included a
newly designed $2 note. Production
of the new $2 note began in 1870
an d ended in 1929. Although
changes occurred on the note
throughout its long history, and the
Series date changed
frequently-1869, 1874, 1875, 1878,
1880, and 1917—the central vignette
remained the same.

The first five series dates of the
fourth issue "greenback" two-dollar
note remain for the collector
relatively elusive in choice
uncirculated condition. This is a
direct result of their low production:
Series 1 869-24,796,000; Series
1 87 5-11,518,000; Series
1878-4,676,000; and Series
1880-28,212,000. The Series 1917,
however, is more plentiful with
317,416,000 notes coming off the
presses at the Bureau of Engraving
and Printing between 1917 and
1929. Therefore, it affords the
collector a better chance of owning a
choice example of this beautiful
note.

The note's vignette, the Capitol
building in Washington D.C., was the
site of heated controversy over the
nation's monetary policy of issuing
Legal Tender Notes which were not
redeemable in specie.

President Andrew Johnson, in his
annual message given December 4,
1865, stated that: "It is our first
duty to prepare in earnest for our
recovery from the ever increasing
evils of irredeemable currency
without a sudden revulsion and yet
without an untimely procrastination.
For that end we must each, in our
respective positions, prepare the
way."

However, the feeling among a great
number of influencial people was
that the government should not pay
its war debt in full, because the
government had received depreciated
currency for a great mass of its

bonds. But when Congress met in
December of 1865, it went on record
stating "that the public debt created
during the late rebellion was
contracted upon the faith and honor
of the nation; that it is sacred and
inviolate, and must and ought to be
paid, principal and interest; and that
any attempt to repudiate, or in any
manner to impair or scale the said
debt, should be universally
discountenanced by the people, and
promptly rejected by Congress if
proposed."

Champion of the cause to retire
greenbacks in the attempt to pay the
war debt was Secretary of the
Treasury Hugh McCulloch, who took
office in March, 1865. He engineered
a plan to retire between $100 million
and $200 million in greenbacks and
to resume specie payments.
In fluencial private citizens, and
public officials alike, were pleased
with his annual report given
December 4, 1865. The report stated
that the immense volume of paper
money in circulation must be
reduced to avoid disastrous financial
crises similar to those of 1837 and
1857. He warned Congress against
the continuance of the policy of
issuing fiat money, predicting that it
could only lead to political upheaval
creating mammoth disturbances.

Although McCulloch was backed

by Congress and the President in his
attempt to withdraw greenbacks and
resume specie payments, his great
void in the art of politics seriously
hindered his plans and eventually
defeated him. Friction between the
President and Congress was
increasing at an alarming rate during
this period over the management, or
reconstruction, of the Southern
states. McCulloch's loyalty went to
President Johnson, thereby creating
an air of hostility between Congress
and the Secretary. A number of
businessmen were also having second
thoughts about the contraction of
greenbacks, and influenced some of
the Congressmen to oppose the
President and Secretary.

The result was the passage of the
Act of April 12, 1866, which limited
the retirement of greenbacks to $10
million during the following six
months, and to $4 million in any one
month thereafter. Secretary
McCulloch was indeed disappointed,
as he thought that there would be
months in which he could redeem
more than $4 million in United
States Notes from the economy
without injuring industry or trade.

In total, $44 million in fiat money
was withdrawn from the U.S.
economy under the Act of April 12,
1866. McCulloch stated that it was
such a small amount that the only
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affect noticeable would be the
adjustments in the Treasury books.
Outstanding United States Notes had
been reduced from $400 million to
$356 million, and before any more
could be retired; the Congress in
February, 1868, passed 15 Statutes
at Large, 183, which halted the
Secretary from retiring any more
greenbacks.

Capitol Hill was now buzzing with
controversy over the proper method
of paying the national debt. And
with the election of 1868
approaching, the Republicans and
the Democrats, squared-off on this
issue. The Republicans and their
candidate for President, Ulysses S.
Grant, stood behind the resumption
of specie payments and the
contraction  of greenbacks. The
Democrats, and their candidate
Horatio Seymour, favored inflation
and the continued use of greenbacks
without the backing of precious
metal.

The election of 1868 was the first
in United States history to be waged
upon the maintenance of the
monetary standard. The Republicans
and their war hero, General U.S.
Grant, won the Presidential election.
The Republicans were also victors in
the Congress, with control resting
heavily in their favor: 61
Republicans and 11 Democrats in the
Senate; and 170 Republicans to 73
Democrats in the House of
Representatives.

In his first inaugural address, given
on Thursday, March 4, 1869,
President Grant pledged his
unswerving devotion to the payment
of the national debt in gold. Later
that month Congress passed, and the
President approved, the "Act to
Strengthen the Public Credit" which
promised to pay the national debt in
coin, and "to make provision at the
earliest practicable period for the
redemption of the United States
notes (greenbacks) in coin."

However, Congress and the
Executive branch never made use of
the Act, and fell back into a heated
debate over the economic viability of
fiat money.

Perhaps the strongest voice
speaking out on the greenback
question in Washington during these
monetarily traumatic years was that
of President Grant's Secretary of the
Treasury, George S. Boutwell.
Secretary Boutwell opposed the
contraction of Legal Tender Notes,
and was convinced that the method
of resumption through the
accumulation of gold was impossible
so long as existing exports of that
metal continued. He believed that
the condition of the currency would
improve as the credit of the nation
improved; and this he believed could
be accomplished through the careful
refunding of the public debt.

Congress listened to Boutwell's
plan, and moved in direct opposition
to it by passing the Act of July 14,

1870, and the Act of January 20,
1871. These Acts were in the spirit
of the Act to Strengthen the Public
Credit by authorizing the issue of
$500 million of bonds at 5%; $300
million at 4 1/2%; and $1000 million at
4%; with each required to be paid in
coin. Congress had hammered
another blow against the
inflationists.

The inflationists were to have
their day, however, soon after the
United States suffered from the
panic of 1873. The depression which
followed the panic left the country's
business interests in general collapse
and suffering from the symptomatic
shortage of money. Responding from
the pressure of businessmen to
increase the amount of money in
circulation, President Grant ordered
his third Secretary of the Treasury,
William Richardson, to reissue $26
million in retired greenbacks to spur
the economy. The President's order,
although carried-out, did not have
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legal basis as it went against earlier
Acts of Congress fixing the amount
of Legal Tender Notes in circulation.
Thus, Grant rode the political seesaw
from his earlier stand for hard money
and the withdrawal of fiat paper
money—and it was soon time for
Congress to join him in his decision.

The Federal election for
Congressional seats was nearing, and
those up for re-election knew the
fate of incumbent administrations
which served during past
depressions—they  had to react
radically or face a loss at the polls. In
March, 1874, the House voted by a
large majority against a bill which
would have limited the circulation of
Legal Tender Notes at $356 million.
Another bill soon after followed,
limiting the amount of greenbacks in
circulation at $382 million, thereby
legitimizing Grant's illegal reissue of
$26 million in greenbacks.

The Senate, however, felt that this
was not enough to boost the
economy and amended the bill to
read "$400 millions," and provided
for the additional issue of $46
million in National Bank Notes. The
bill passed the Senate and House by a
vote of 29 to 24, and 140 to 102,
respectively. Congress had now sided
with the President by reversing its
stand for hard money.

The bill went before the President
for signature. Congress felt
reasonably sure that he would sign
the bill into law as he had shown
every sign of favoring soft money
and inflation. But eight days after
passing Congress, President Grant
vetoed the bill to most everyone's
surprise.

As a compromise, Congress now

passed a bill which provided for the
circulation of $382 million in
greenbacks, and the redistribution of
$55 million in National Bank NOtes
from the Eastern banks to those of
the West and South. The President
signed the so-called "Inflation bill"
into law on June 30, 1874.

The Legal Tender issue had
created a virtual seesaw of political
actions in Washington, with the
Republicans doing the best they
could to hold in-check the
inflationists and at the same time
remain viable for re-election. The
"Inflation bill" was too little too
late—Congressional majority
switched to the Democrats in the
House of Representatives, with the
Republicans maintaining their
majority in the Senate.

After their loss at the polls the
Republicans still had a few months
left in their term to get the seesaw
moving again. With nothing to lose,
and hoping to strengthen the
economy through their philosophy
of hard money which had brought
them to power in the election of
1868, the Republican House and
Senate backed Senator George
Edmunds and his "Resumption bill."

Edmunds was a hard money
advocate and authored the bill which
called for the redemption of
greenbacks in coin starting January
1, 1879; National Bank Note
circulation was relieved from
limitation, and greenbacks were to be
retired to the extent of 80% of the
issue of National Bank Notes until
the Legal Tender Notes were
reduced to $300 million in
circulation; Fractional Currency was

Paper Money

to be replaced with silver coinage;
the mint was not to charge for the
processing of gold used for coining;
and the Secretary of the Treasury
was authorized to issue bonds and
use surplus revenues in order to
resume specie payments.

The bill was signed into law by
President Grant on January 14,
1875, after it had easily passed the
Senate 32 to 14, and the House 136
to 98. The vote had followed party
lines, and the seesaw was at least
back in the starting position again.

The Economic theory of the
greenback era rode the tide for
decades, and the argument for
maintaining paper money redeemable
in specie is still with us today. The
irony of the politics of the greenback
era may be summed-up by the
statements given on the same day by
Secretary of War John Sherman, who
as the Chairman of the Senate
Committee on Finance introduced
the Resumption Act to the Senate;
and by President Rutherford B.
Hayes, who a year earlier had
resumed specie payments authorized
by the Act. Hayes and Sherman
addressed the question on the future
of greenbacks—each man looked to
the other for support: President
Hayes stated in his address to
Congress that "The retirement of
United States Notes ... is a step to
be taken in our progress toward a
safe and stable currency ... ";
Secretary Sherman, on the other
hand, started the seesaw the other
way when he stated that "United
States Notes are now, in form,
security, and convenience, the best
circulating medium known."

NEW ELECTION PROCEDURES

At the Board Meeting in Atlanta it was decided that all
future elections of Board members will be by mail ballots
of the general membership. Nominations for candidates will
be made by: 1) petition signed by 10 members in good
standing and delivered to Society secretary (Harry
Wigington) at least 90 days in advance of the ANA meeting.
If you have candidates in mind, get your petitions in the
mail now. All nominations must be published in Paper
Money at least 21 days before our meeting at the ANA
convention.

Mike Crabb, Chairman, Nominating Comm.

BACK ISSUES DONATED

Mr. Raymond de Vos (No. 1390) has just donated some
very desirable back issues of Paper Money magazines to our
Society.

They are: Vol. 1., No. 4, 1962; Vol. 2., No. 2, 1963;
Vol. 2., No. 3, 1963; Vol. 3., No. 3, 1964.

Anyone needing these issued, please write. They will be
awarded by lottery approximately 30 days after the mailing
of this issue. The prices will be $2.00 each. Only successful
members will be notified.

Please send your letters to:
J. Roy Pennell P.O. Box 858 Anderson, S.C. 29622
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