Monetary Populism in Nineteenth-
Century America: An Open Economy
Interpretation

JEFFRY A. FRIEDEN

The battle over gold is typically explained as driven by proinflation debtors. How-
ever, going off gold would also have caused a depreciation, raising tradable prices
relative to nontradables prices and helping producers of exportable primary products.
An analysis of Congressional votes on monetary legislation indicates that higher
constituency debt levels were not associated with opposition to gold, whereas mining
and agricultural production were. This suggests that gold politics was at least as
much about the impact of the exchange rate on relative prices as it was about infla-
tion of the overall price level.

For the first century and a half of the American republic, money was at
the center of national political debates. The high point of conflict over
American monetary policy was reached between the 1870s and the 1890s,
when the Greenback and Populist movements split groups, parties, and
regions, defined the agenda of several national elections, and gave rise to
some of the more vivid political rhetoric in the country’s history.

A defining principle of populism was its passionate hostility to the gold
standard. Scholars have typically argued that the mostly agrarian populists
opposed gold because of the heavy burden of farm debt. In this view, the
populists wanted to take the country off gold to allow across-the-board
inflation that would lighten the burden of nominally denominated debt.

This article argues that monetary populism also, perhaps primarily, aimed
at engineering a dollar devaluation. The principal impact of the devaluation
would have been on the dollar prices of tradable goods, especially primary
products. Going off gold and onto a depreciated silver standard (or, in more
extreme variants, a floating paper greenback standard) would have raised the
relative prices of such heavily exported tradable goods as wheat, cotton, and
minerals, for which trade protection was not a generally available alterna-
tive.

Populist monetary policies would certainly have raised the nominal price
level and provided some debt relief. However, concern about the overall
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TABLE 1
REPRESENTATIVE RELATIVE PRICE INDICES, 18691899
(1879 = 100)
Product 1869 1874 1879 1889 1894 1899
A. Gallman Series

Traded goods

Agriculture 147 128 100 85 81 87

Manufacturing 151 123 100 90 66 80

Mining 178 144 100 82 75 85
Nontraded goods and services

Construction 133 124 100 119 116 126

B. Warren and Pearson Series

Traded goods

Farm products 178 142 100 93 88 89

Textile products 170 132 100 87 72 75

Metal products 169 145 100 87 57 87
Nontraded goods and services

Building materials 149 136 100 109 97 107

Note: Other series show similar price movements. See, for example, Shaw, Value, pp. 290-95; and
Brady, “Price Deflators.”

Sources: For panel A, Gallman, “Commedity Output,” his variant A is used for construction. For
panel B, calculated from Warren and Pearson, Gold, pp. 30-32.

price level—thus the real weight of nominal debt contracts—may have been
secondary to concern about adverse relative price trends that a devaluation
could reverse. This emphasis on the open economy (real exchange rate)
rather than closed economy (nominal price level) effects of monetary popu-
lism helps resolve some logical and empirical puzzles. It also ties the popu-
list experience into the broader political economy of exchange rates.

MONETARY POPULISM: POLITICS AND POLICIES

Despite variation, the defining characteristic of American monetary popu-
lism was the demand to keep or take the United States off the gold standard.
The movement began after the Civil War, to preserve the floating paper
currency (“greenback”) standard adopted in 1862. Postwar attempts to ap-
preciate the dollar in order to resume gold convertibility at the prewar rate
put pressure on tradables producers, especially manufacturers and farmers,
as the data in Table 1 indicate. The Greenback movement developed in
response and enlisted support in both major parties as well as an independ-
ent Greenback Party that scored some modest successes.' Initial support for

! The crucial source on the politics of the greenback period is Unger, Greenback Era. Other treat-
ments include Weinstein, Prelude; Friedman and Schwartz, Monetary History, pp. 15-88; and Sund-
quist, Dynamics, pp. 106-33. The account that follows draws primarily on these four. Calomiris,
“Greenback Resumption,” presents a summary of the period as well as useful evidence of market
operators’ exchange rate expectations.
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greenbacks came from manufacturers and railroad men; farmers and miners
joined in the early 1870s as farm and mineral prices began a secular decline.

Populist monetary demands eventually shifted from greenbacks to “free
silver.” In 1873 silver was removed from circulation (‘“‘demonetized”), and
its price began to decline relative to gold. Miners and Greenbackers devised
a common program to “re-monetize” silver at the old 16 to 1 rate against
gold. The government’s obligation to buy silver at well above the market
rate would subsidize silver miners and keep the country off gold and on a de
facto silver standard.

Supporters of the gold standard were concentrated in the financial and
commercial communities with ties to European trade and payments, as well
as among textile and machinery manufacturers oriented toward world mar-
kets. Most indications are, however, that there was broad popular and Con-
gressional support for staying off gold. Nonetheless, in January 1875 Presi-
dent Ulysses Grant got a lame-duck Republican Congress to pass the Re-
sumption Act, mandating a return to gold on 1 January 1879. Subsequent
attempts to repeal the Resumption Act typically passed, but without the two-
thirds majority necessary to override a presidential veto. Despite passage of
the moderately silverite Bland-Allison Act of 1878, resumption was secured,
and the country went back to gold at the beginning of 1879.?

Silver sentiment erupted again amid the agricultural depression that began
in 1888.> In 1890 a Republican Congress and President agreed to the Sher-
man Silver Purchase Act, that doubled the amount of silver purchased by the
Treasury under the Bland-Allison Act. The bill was too mild to satisfy anti-
gold interests, but hopes grew after the 1892 elections gave the Democrats,
who had run on a silverite platform, control of the presidency and both
houses of Congress for the first time since the 1850s. In the meantime the
new People’s (Populist) Party was scoring electoral successes throughout the
West and South.

Northeastern commercial and financial interests remained at the core of
the pro-gold (“hard money”) camp. The bankers’ position had if anything
toughened: as the international gold standard expanded and solidified, iron-
clad commitment to gold seemed an ever more important prerequisite to full
participation in global financial activities.*

Manufacturers were more receptive to hard-money arguments than they
had been in the 1870s. After their defeat on the money question manufactur-
ers had turned to efforts to increase tariff protection. They had achieved

*Unger, Greenback Era, p. 371. Friedman and Schwartz, Monetary History, p. 82n, support a
position somewhere between the moderate Greenbackers and the strong silverites.

3This section relies primarily upon Hicks, Populist Revolt; Hollingsworth, Whirligig; Hoffman,
“Depression”; Timberlake, “Repeal”’; Rockoff, ““Wizard’”’; Friedman and Schwartz, Monetary History,
pp. 89—-134; and Sundquist, Dynamics, pp. 134-69.

“The reasons are suggested in Bordo and Rockoff, “Gold Standard.”
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substantial success, especially with the McKinley Tariff of 1890. Most
agrarian and mining populists were unsympathetic to protection. Manufac-
turers had little reason to compromise their hard-won tariffs by joining with
antiprotectionists, even for monetary policies they supported. Most manufac-
turers remained mildly antigold in principle but feared the trade policies of
the populists more than they favored their monetary policies. It was also the
case that declining prices of manufactured products tended to be compen-
sated by rapid productivity increases, so that few manufacturers felt substan-
tially disadvantaged by the deflation.

Hard-money supporters, including President Grover Cleveland in defiance
of his party’s platform, blamed the Panic of 1893 on uncertainty about the
country’s commitment to gold. Cleveland prevailed on Congress to repeal
the silver purchase clause of the Sherman Act. After this repudiation of soft
money, the Democrats lost the 1894 midterm elections, and free silver sup-
porters took definitive control of the Democratic Party.

The 1896 election was fought largely over the gold standard. Democrats
and Populists jointly fielded William Jennings Bryan; Republican candidate
William McKinley declared for gold to help cement an antipopulist alliance
of Midwestern protectionists and Eastern hard-money interests. Bryan lost
narrowly. In 1900 Congress passed the Gold Standard Act, Bryan was de-
feated a second time, and commitment to the gold standard was firm.

The specific policies preferred by monetary populists varied around com-
mon themes, but going or staying off the gold standard was a constant. The
most radical position was that of the Greenbackers, who wanted a fiat cur-
rency that would float freely against gold, as the original greenbacks did
between 1862 and 1879. Silverites wanted free coinage of silver at 16
ounces of silver per ounce of gold. Both policies would have de-linked the
dollar from gold, whether directly in the Greenback case or indirectly with
free silver, as government silver purchases and the issue of silver dollars
(and silver certificates) would have forced a change in the gold parity to
depreciate the dollar relative to gold.” The Populists also called for a series
of related monetary and financial measures, primarily designed to reinforce
reflationary monetary policies.

Although Populism is commonly associated with free silver, most of the
Populists’ monetary thinkers preferred greenbacks. They typically regarded
free silver as a compromise necessary to get the support of Western miners,

SFixing a gold-silver rate and a silver-dollar rate would cause arbitrage that would force the gold-
dollar rate to adjust in accordance to these two, that is to a devaluation. The market rate for silver in
terms of gold fluctuated in the 1880s and 1890s roughly between 20 to 1 and 25 to 1, so that sustaining
a 16:1 parity would probably have implied about a 25 percent devaluation.
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who were politically crucial because they were overrepresented in the Senate
and because they were a large faction within the Republican Party.®

Some monetary activists hoped that the United States could go off gold
as part of an internationally agreed bimetallic system. The “international
bimetallists” hoped negotiations would allow commodity producing coun-
tries such as the United States to devalue and refix without losing interna-
tional financial credibility. Their efforts led to a series of international mone-
tary conferences to this end, but the conferences all failed and Populist
proposals typically assumed that the United States would go off gold unilat-
erally, and that this would involve a dollar depreciation.’

The precise impact of free silver at 16 to 1 on American prices depends
on the expected effect of increased American demand on the world price of
silver. One set of estimates by Milton Friedman indicates that whereas the
cumulative 1876 to 1879 deflation was of 13.9 percent and that of 1889 to
1896 was of 14.3 percent, a 16 to 1 silver standard would have led to a 1.7
percent cumulative inflation in the former instance and cumulative inflation
of 16.3 percent in the latter. In light of the socio-economic effects of the
deflation that instead took place, this leads Friedman to the judgement that
the commitment to gold was “a mistake that had highly adverse
consequences.”® Adopting or maintaining a paper currency or silver standard
was in fact a common response of commodity-exporting nations to the de-
cline in commodity prices in the late nineteenth century.

MONETARY POPULISM: PROBLEMS OF INTERPRETATION

Prevailing approaches present the “clash of the standards™ as pitting debt-
ors against creditors over the nominal price level. The story of Populism is
typically told in terms of beleaguered farm debtors who wanted reflation to
raise the overall price level and reduce the real burden of their debts.

There is no doubt that many American farmers were in distress in the late
nineteenth century. Some work by new economic historians in the 1950s and
1960s, it is true, found little deterioration in farmers’ terms of trade over the
late nineteenth century; nor did risk-adjusted interest rates or railroad rates
appear particularly outlandish.” More recent analyses, however, have con-

%See, for example, the observations of Ignatius Donnelly quoted in Hicks, “Political Career,” espe-
cially at p. 126.

"Some recent work, along the lines of Oppers, “Was the Worldwide Shift?,”suggests that bimetallism
might not have required a depreciation. This would have been the case if the conversion of the United
States to silver had increased (decreased) the world demand for monetary silver (gold) enough to hold
the rates constant. For a counter, see Friedman, “Crime.”

*Friedman, “Crime,” the quote is on p. 1177, the figures on pp. 1180-01. See also Drake, “Recon-
struction”; and Yohe, “Economic Appraisal.”

%For a summary of the findings, and an example of the perplexed reaction they evinced from eco-
nomic historians, see the standard treatment in Lee and Passell, New Economic View, pp. 292-301.
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firmed that many farmers were subject to great volatility in income, that in
many areas there was a significant deterioration in farmers’ terms of trade
for years at a time, and that these agrarian difficulties were roughly corre-
lated (both over time and across place) with patterns of support for Populism
(and propopulist Democrats). "

These studies explain farm discontent in the Populist era, but they leave
unexplained why agrarian demands focused so heavily as they did, and in
the ways that they did, on monetary issues. Indeed, from the standpoint of
the standard story there is a puzzling weakness of evidence for a relationship
between farm indebtedness and farm protest. Although some studies found
such a correlation among farm communities, most have been less confident
that indebtedness was a good predictor of support for Populism.'' The most
careful study of voting for Populist candidates in the literature, on county
patterns in Kansas in the 1890s, found that controlling for other economic
characteristics, value of mortgages was actually associated with Jower levels
of Populist support. On the other hand, farm occupation and the variability
of farm yields were positively correlated with Populist votes, and wealth
(whether in banks or in land) and farm income were negatively correlated
with Populist support. Once these and other factors are included in a multi-
variate analysis, debt levels enter negatively, if at all."

It might be objected that it was the inter-regional character of farm debt
that led to the regional divisions observed during the Populist era. But even
in those parts of the country with the largest proportions of mortgages held
in other regions, the vast majority of farm mortgages were local. By one
estimate, in the early 1890s in the West North Central and West South Cen-
tral regions, those with the smallest local mortgage share, some 85 percent
of all mortgages were held locally."

Indeed, although Populist rhetoric did complain of farm debt, it tended to
focus on other issues. First and foremost was the apparent tendency for farm
prices to decline more than those of other goods. Associated with this was
concern about the prices of particular inputs, such as railroad transportation

1%Stock, “Real Estate Mortgages”; Bowman, “Economic Analysis”; Bowman and Keehn, “Agricul-
tural Terms of Trade”; and McGuire, “Economic Causes.”

""For some indicators of a general correlation, see Stock, “Real Estate Mortgages™; and Nugent,
“Some Parameters.” More specific evidence from state-level studies can be found in, for example,
Miller, “Background”; Farmer, “Economic Background”; and Barnhart, “Rainfall.” Most of these
studies, however, do not adequately distinguish between the other side of the pincer movement, adverse
price trends; they tend simply to assume that if indebted farmers were in difficulty it was due to exces-
sive debt levels rather than particularly negative price movements. Ostler, Prairie Populism, pp. 12-36,
finds little support for indebtedness or other economic factors as explanations of voting for the People’s
(Populist) Party, but his focus is not on support for populist policies but for the alternative party
movement, which is related but not identical.

Williams, “Economics,” the relevant table is on page 244, and the mention of mortgages (which
are not included in the table) is on page 249.

BCalculated from Snowden, “Evolution,” table 1.
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and farm implements. For example, one survey of Kansas farmers in 1893
found that 65 percent attributed farm distress to low prices, 15 percent to
drought, 11 percent to “money scarcity” and “interest rates” combined, 5
percent to railroads, and the rest to scattered other factors."

In addition other heavily indebted groups of the national population were
not drawn to the Populist cause. Urban residential mortgages were the fast-
est growing segment of the loan market during the Populist period, but
middle-class homeowners in the big cities are widely believed to have been
hostile to Populist monetary schemes."® So too were many manufacturing
and commercial groups large net debtors, but their attitude toward easy
money tended to be one of lukewarm support at best, opposition at worst.

In fact, an argument that farmers were concerned only about the overall
nominal price level rests on some strong assertions. Certainly any nominal
contracts—such as farm mortgages—would have been less burdensome. But
inflation typically affects the relative prices of goods and services in addition
to the aggregate price level. If it had raised the price of farmers’ inputs, such
as farm implements, fertilizer, and transportation, more than the price of
their output, farmers might have been made worse off. Either populist think-
ers expected no relative price effects of their monetary policies—which is
unlikely given the substantial relative price movements of the greenback
period—or they anticipated that they would have been favorable to farmers.

In addition most farm mortgages were at very short term. One survey of
representative counties found that mortgages in the West North Central and
South Central states, where Populist support was strongest, averaged 3.8 and
2.7 years in maturity, respectively. '® The lag between political action, policy
implementation, and price effects; the short maturities of farm mortgages;
and the inevitable readjustment of new loans to new monetary conditions,
would all have reduced the ability of free silver to provide relief to indebted
farmers."”

Problems with economic explanations of the period have led some histori-
ans to argue that Populism had important, even predominant, noneconomic
components. These include the idea that protest was aimed at the process of
commercialization of agriculture rather than at particular economic condi-
tions.'® Especially influential have been arguments that Popuhsm was
largely a cultural attempt by farmers to fashion a new social order."

Although noneconomic factors played an important part in American
politics in the late nineteenth century, it is hard to believe that Populist eco-

“Farmer, “Economic Background,” p. 426.

“Snowden, “Mortgage Lending.”

'*Snowden, “Mortgage Rates,” p. 675.

YRockoff, “*Wizard’,” pp. 752-53.

"¥Mayhew, “Reappraisal.”

YGoodwyn, Democratic Promise; see also McNall, Road.
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nomic demands were purely a smokescreen for cultural conflict. The
Populists worked out elaborate monetary proposals and flooded the country
with pamphlets about the implications of their economic policies. However,
a clearer understanding of the economic bases of the Populist phenomenon
requires rethinking the economic impact of soft money.

REINTERPRETING MONETARY POPULISM IN AN OPEN ECONOMY

Changing the aggregate nominal price level was only one of the goals of
Populist monetary proposals. Emphasizing the effects of reflation on the
aggregate price level may be appropriate in a closed economy, but the
American economy in the late nineteenth century was not closed. American
financial markets were tightly integrated with those abroad. Indeed, the
United States was the world’s largest borrower: net capital inflows to the
United States averaged over 7.3 percent of net capital formation between
1884 and 1893.%° Although there were barriers to the import of many manu-
factured goods, trade was over 12 percent of GDP (more than double the
post—World War II figure); a fifth of the country’s farm output was
exported, with much higher proportions for such crops as wheat and cotton.

In an open economy with a floating exchange rate, the principal effect of
reflationary policies is to depreciate the currency, raising thereby the price
of tradable goods relative to nontradable goods and services. Risk-adjusted
interest rates are bound by integration with financial markets abroad; the
local-currency price of tradables is bound by world prices and the exchange
rate.”! Depreciation thus helps producers of tradables at the expense of pro-
ducers of nontradables.

Reflation cum depreciation requires a temporary or permanent abandon-
ment of a commitment to a fixed exchange rate, such as the gold parity.
During the gold standard era, it was in fact widely believed that a devalua-
tion in anything other than extraordinary circumstances would destroy the
credibility of the monetary authorities’ commitment to maintain the gold

fpny 22
parity.

In this context, the implementation of soft-money proposals would have
had two predictable effects: to depreciate the dollar and to float it. The dis-

®For more general evidence of international capital-market integration, see Neal, “Integration”; and
Officer, “Efficiency.”

“The implicit model here is that of standard open-economy macroeconormics, in which asset prices
adjust immediately and goods prices more slowly; and in which traded and non-traded goods and
services are not perfect substitutes. For a summary see Krueger, Exchange-Rate Determination, pp.
41-53; see also Dornbusch, “Currency Depreciation,” “Devaluation,”and “Expectations.”

ZBordo and Kydland, “Gold Standard,” discusses the extent to which deviations from the “rules of
the game” might not destroy the reputation of the country in question. Typically, only such dire exigen-
cies as major war gave sufficient license. In this framework domestic agrarian distress would not

provide acceptable reasons for suspension of convertibility, and would have had substantial reputa-
tional costs that would have made re-fixing very difficult.
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tributional impact of these policies is substantially different from simply
raising the nominal price level across the board. Inasmuch as the distribu-
tional effects were reflected in politics, this alternative emphasis gives rise
to different expectations of the politics of Populism as well.

The first set of distributional effects has to do with the depreciation of the
currency.”> A depreciation raises the relative price of traded goods, and
lowers the relative price of nontradable goods and services. This is espe-
cially beneficial to import-competitors and exporters.

In the United States, a major agricultural and mineral exporter, a deprecia-
tion would have helped those farmers and miners who produced goods that
entered into international trade (that is, almost all of them). Manufacturers
would also have benefited from a depreciation, as they were largely compet-
ing with imports from Europe. Indeed, in the 1870s, manufacturers had
supported the Greenback movement. However, unlike exporters, import-
competing manufacturers had a readily available policy substitute for a
devaluation, in the shape of import tariffs. After the return to gold in 1879,
manufacturers concentrated on obtaining tariffs and were indeed successful
in protecting themselves from foreign competition by way of tariffs. A spe-
cific tariff accomplished essentially the same effect on output prices as a
devaluation, did not involve raising imported input prices, and could be
obtained relatively easily through targeted political action rather than requir-
ing a change in national macroeconomic policy.

Therefore, industrial support for soft money had been tempered by the
1890s by the imposition of high tariffs on manufactures. This alternative,
needless to say, was not readily available to farmers and miners producing
for export. For them, a devaluation was an excellent, and eminently feasible,
way to use government policy to raise their output prices.

The second dimension, the preferred currency regime (fixed or floating
against gold, in the event), was of course related to the level of the exchange
rate but is not the same. A floating rate was particularly noxious to those
economic agents heavily involved in international trade and payments, espe-
cially the big Northeastern commercial and financial houses and some ex-
porters of custom-made machinery, who regarded stability against other gold
currencies necessary to keep their international business.” For nontradables
producers without international ties—for whom the exchange rate was
irrelevant—the sacrifices associated with a fixed rate were unjustifiable.

BThis assumes that a nominal depreciation would have led to a real depreciation. Although there
would undoubtedly have been some slippage, it would almost certainly have been relatively small. This
was certainly the experience of the United States during the Greenback period, which was of course
where most of the monetary populists formed their principal ideas.

2Export-oriented farmers and miners were far less concerned about the impact of exchange rate
volatility, as their goods were simple undifferentiated commodities that competed on price alone. But

in financial markets and specialized manufactures, concern about the predictability of a financial or
commercial contract could outweigh concern about the level of the exchange rate.
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Certainly this characterization is stylized and incomplete. It does not take
into account nuances in economic actors’ preferences that depended on
demand and supply elasticities, the depth of forward markets, and a host of
other things. Nor does it indicate the degree to which groups might prefer
particular outcomes. Exporters might have a weak preference for a fixed rate
but a strong preference for a depreciated one; nontradables producers might
have a strong preference for a floating rate but a weak preference for an
appreciated one, and so on.”

In practice, the two dimensions tended to collapse into one in the mone-
tary debates. One side wanted a strong fixed rate, the other a weak floating
rate. At the center of the first, hard-money, camp were international financial
and commercial groups; at the center of the second, soft-money, camp were
export-competing farmers and miners. Domestic nontradables producers, by
most accounts, were divided but generally not heavily involved in the de-
bates. Manufacturers’ previous tendency toward a soft-money stance was
tempered both by the relief provided by trade protection and by the fact that
the core of the soft-money coalition in the 1890s was hostile to industrial
tariffs.

This open economy perspective leads to predictions about political cleav-
ages that go beyond the traditional closed economy view. The standard story
relies on preferences over the overall nominal price level and expects a
debtor-creditor divide, with debtors inflationists and creditors deflationists.
The open economy account adds preferences over the real exchange rate. It
does not deny the potential importance of debtor-creditor divisions, but
expects most crucially that soft-money advocates will be exposed tradables
producers whereas hard-money advocates will be globally-oriented eco-
nomic actors. The position of domestic nontradables producers is ambiguous
—they would prefer an appreciated floating rate, but that option was not on
the policy agenda.?

THE POLITICS OF MONETARY POPULISM:
EVIDENCE FROM CONGRESSIONAL VOTING

This article assesses support for monetary populism by looking at the
relationship between Congressional voting on monetary issues in the 1890s,
on the one hand, and economic characteristics of political constituencies, on

31t was precisely this difference in preference intensities that allowed for political horse trading, as
in the 1896 election. For a more detailed discussion of the analytical issues dealt with in passing here,
see Frieden, “Exchange Rate Politics,” “Invested Interests,” and “Economic Integration.”

**There is another possible closed economy viewpoint. It is conceivable that some domestic prices
were—tegardless of their international economic status—more flexible than others. Producers of goods
whose prices were especially flexible would have been more favorable to inflation than producers of
goods whose prices were sticky, both because they would have suffered more during the deflation and
because they would gain more from reflation.
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the other. For the economic background, Table 1 indicates relative price
movements over the course of the 1880s and 1890s. Although specifics vary
from series to series, there was a consistent tendency for tradables prices to
decline and nontradables prices (especially construction) to decline less or
even rise. For example, between 1879 and 1894, according to the Robert
Gallman series, farm prices declined 19 percent and construction prices rose
16 percent; the analogous figures by George Warren and Frank Pearson
show a 12 percent decline against a 3 percent decline. This would certainly
give rise to discontent among tradables producers. Manufacturers indeed
responded with strong demands for trade protection, which they received.
Farmers and miners, who sold heavily into world markets, pushed for a
devaluation.

To examine the politics of monetary populism, six House and four Senate
votes widely recognized as central to the battle between gold and silver are
analyzed (see the Appendix). In the statistical analysis, Senate and House
votes are pooled separately to counteract the effects of bill-specific strategic
voting and other contingent considerations.”’

These votes are analyzed along with the economic characteristics of con-
stituencies. All data, except for the party affiliation of the senator or member
of Congress, are for states. Employment figures are simply measured as
shares of the total labor force for the state. Indebtedness is introduced as the
total value of real estate debt for the state as a proportion of the total value
of all land in the state.

Table 2 presents relevant information for the four Senate votes. The first
column displays the means of all variables, according to whether the Senate
votes in question were for the soft-money or hard-money position. For ex-
ample, although 53.9 percent of all the Senate votes cast were cast by Demo-
crats, 67.8 percent of the votes for soft money and 40.3 percent of those for
hard money were by Democrats. Other variables are for the senators’ states.
Real estate debt averaged 11.5 percent of the total value of land in states
whose senators voted soft money, whereas it was 15.2 percent in states
whose senators voted hard money. It can readily be seen that a hard-money
stance was associated with Republicans, higher levels of debt, and more
employment in professional and personal services, trade and transport, and
mechanical and manufacturing. A soft-money stance was associated with
Democrats and more employment in agricultural and mining activities.

Looking at means does not control for relationships among the variables,
so the second column shows the results of a logit analysis. The dependent
variable is coded so that a vote for the hard-money position takes the value
of one, and a vote for soft money takes the value of zero. Thus a positive

77A detailed data appendix, providing a statistical analysis of each of the ten votes, is available from
the author upon request.
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TABLE 2
POOLED RESULTS FOR FOUR SENATE VOTES
Means of all explanatory variables and statistical evaluation

(N 2
Variables Means Logit t - statistics
Constant 1.467 0.32
Democratic Party 0.539 -0.798™ -1.98
Soft money 0.678
Hard money 0.403
Real estate debt as share of land value 0.133 9.707" 2.89
Soft money 0.115
Hard money 0.152
Share of labor force in:
Agriculture and mining 0.448 -4.256 ~-0.80
Soft money 0.542
Hard money 0.35
Professional service 0.041 14.716 0.61
Soft money 0.039
Hard money 0.043
Personal service 0.185
Soft money 0.173
Hard money 0.196
Trade and transport 0.133 -33.272" -2.40
Soft money 0.117
Hard money 0.15
Mechanical and manufacturing 0.194 20.640" 2.92
Soft money 0.129
Hard money 0.261
N 295 295
Percent correctly predicted 83.05
Percent voting hard-money 49.2
pseudo R’ 0.474

" = Significant at the 10 percent level.

" = Significant at the 5 percent level.

Notes: All means are statistically significant at the 95 percent level of confidence. The pseudo R?
statistic reported is C / ( N+ C) where C is the -2 log likelihood ratio and A is the number of observa-
tions. This is the variant suggested by Aldrich and Nelson, Linear Probability, p. 57. Dependent
variables: For logit, votes of individual members of Congress or the Senate (0 = soft money, 1 = hard
money.) For OLS, share of each state’s congressional delegation voting for the hard-money position
on each bill. For odds ratio, the log of the odds that the representative member of each state’s congres-
sional delegation voted for the hard-money position on each bill. A positive coefficient is hard-money,
a negative coefficient is soft-money. Explanatory variables: For logit, Democratic Party is specific to
each individual member of Congress; for OLS and odds ratio, Democratic Party is the Democrats’
percentage of the state’s congressional delegation. All other explanatory variables are for states.
Sources: For all economic data, U.S. Bureau of the Census. Report, vol. 2 and vol. 20.

coefficient implies a higher probability of voting for hard money, whereas
a negative coefficient implies a lower probability of voting for hard money
(personal service employment, which varied little, was excluded to avoid the
employment variables summing to one). It can be seen that hard money was
associated with higher levels of debt, and more employment in professional
service and manufacturing (the coefficient on professional service is not
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statistically significant). Soft money was associated with the Democrats, and
with employment in agriculture and mining, and trade and transport (with
agriculture and mining not significant).

Voting in the Senate can be hard to predict, which makes even the modest
results here impressive.”® States are often very heterogeneous, and there are
relatively few senators. In many of the votes here, the Senate was of second-
ary importance to a bill’s fate, which depended on developments in the
House; this may have influenced senators’ voting behavior.

Analyzing votes in the House of Representatives, however, is hampered
by the fact that the economic data are only readily available for states. Three
different techniques are used to address this problem. First, state-level data
for all members of Congress from a state are used in a logit analysis. That
is, although each individual member of Congress’s vote was a separate
observation of the dependent variable, all members from any one state were
assigned the same economic data. This imposes the clearly incorrect pre-
sumption that all congressional districts in a state are economically identical.
Second, instead of looking at votes by individual members of Congress, the
percentage of each state’s delegation voting for the hard-money position on
the bills is used as the dependent variable. That is, each observation of the
dependent variable was the proportion of the state’s members of Congress
voting for hard money. This approach has the advantage of allowing states
to vary along a continuum; however, it presumes that a dichotomous choice
was really continuous and has other misleading properties. Third, the second
dependent variable is used, but recognizing that it is constrained to vary
between zero and one, it was transformed into the log of the odds ratio.” In
the second and third specifications, the economic variables were as in the
first, but the partisan variable was recalculated as the share of the state’s
delegation that was Democrats. '

Table 3 presents the means of all variables and the results of the statistical
analysis. As in the Senate, a hard-money stance was associated with higher
debts, and more employment in professional and personal service, trade and
transport, and manufacturing. Soft money was associated with the Demo-
crats, and with more employment in agriculture and mining. It can be seen
that the signs of the coefficients for all economic variables are as expected
and the great majority also reach statistical significance. It is especially
gratifying that, despite the different character of the three techniques, the

por an illustration of the difficulties inherent in analyzing Senate votes, see Bawn, “Strategic
Responses.”

®Because the dependent variable is the share of the state’s Congressional delegation voting for hard
money, it is bounded by zero and one. The odds ratio is given by [P/(1- P)], where P is the probability
of an individual member of Congress voting hard money (that is, the share so voting). The resuiting
technique is similar to a logistic regression, but recall that in the logit variant here the dependent
variable is the vote by the individual member of Congress whereas in this third variant the dependent
variable is the share of the state delegation voting for hard money.
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TABLE 3
POOLED RESULTS FOR SIX HOUSE OF REPRESENTATIVES VOTES
(Means of all explanatory variables and statistical evaluation)

ey () 3) )
t- t- Odds t-
Variables Means Logit statistic OLS statistic Ratio statistic
Constant 3.764° 1.66  1.858 1.76 8.020"  4.49
Democratic Party 0.685 -0.558" -3.58  0.091 0.70 1.4 1.39
Soft money 0.824
Hard money 0.577
Real estate debt as
share of land value 0.149 9.863” 636 2228  3.19 16.137" 295
Soft money 0.119
Hard money 0.175
Share of labor force in:
Agriculture and mining ~ 0.413  -7.071" -2.67 -2327" -193 -15099 -1.60
Soft money 0.533
Hard money 0.313
Professional service 0.041 10.591 1.05 7944 1.28  65.673 1.35
Soft money 0.039
Hard money 0.043
Personal service 0.188
Soft money 0.169
Hard money 0.204
Trade and transport 0.142 -30.963" -5.11 -8.851™ -2.81 -66.849" -2.72
Soft money 0.117
Hard money 0.163
Mechanical and manu-
facturing 0215 12,543 365  0.702 0.61 8.935 0.99
Soft money 0.142
Hard money : 0.276
N 1738 44 44
Percent correctly predicted 78.83
Percent voting hard-money 54.5
pseudo R’ 0.47
Adjusted R 0.63 0.62

Notes: See the notes to Table 2. A negative coefficient indicates a soft-money stance.

results are quite stable across them. The R%, pseudo R?, and percent correctly
predicted statistics all indicate that the explanatory variables “explain” a
relatively large share of the variance in the voting.

In an attempt to further control for the impact of partisan considerations,
House Democrats are examined alone. Means of all variables for House
Democrats and statistical analyses of their pooled votes are given in Table
4. Although many of the coefficients are not as statistically significant as in
the broader analysis, the overall results are largely analogous. All statistical
analyses are robust to a wide variety of alternative specifications.*

%Most regional dummy variables have no impact on effects of the socio-economic variables in any
of the techniques and runs. Dummy variables for the South and the West typically are negatively
signed, whereas one for New England is positive, but none is close to statistical significance. The only
statistically significant regional dummy variable is one for four states with the country’s principal inter-
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Table 4
POOLED RESULTS FOR SIX HOUSE OF REPRESENTATIVES VOTES:
DEMOCRATS ONLY
(Means of all explanatory variables and statistical evaluation)
0y 2 (3) C))
t- t- Odds t-
Variables Means Logit statistic OLS  statistic Ratio statistic
Constant 6.523" 244 20187  9.09 9692  5.59
Real estate debt as
share of land value 0.134 103477 464  1.650° 1.89  10.091 1.48
Soft money 0.104
Hard money 0.169
Share of labor force in:
Agriculture and mining 0450 -10.972" -347 -2328 -176 -13976 - 1.36
Soft money 0.562
Hard money 0.326
Professional service 0.038 4.494 033 3259 0.56 4.940 0.11
Soft money 0.035
Hard money 0.042
Personal service 0.184
Soft money 0.165
Hard money 0.204
Trade and transport 0132 -37.029" -481 -7.762" -2.01 -56.670" -1.88
Soft money 0.107
Hard money 0.160
Mechanical and manu-
facturing 0.196 9.648" 225 0.715 059  11.404 1.21
Soft money 0.130
Hard money 0.269
N 1190 30 30
Percent correctly predicted 80.08
Percent voting hard-money 474
pseudo R? 0.472
Adjusted R 0.666 0.671

Notes: See notes to Table 2. A negative coefficient indicates a soft-money stance.

Although space precludes an evaluation of individual votes, it is illustra-
tive to look at one. Table 5 presents analogous statistics for what was argu-
ably the most important Congressional vote of the period, to repeal the silver
purchase provisions of the Sherman Act. This was a very hotly contested
and politically explosive issue that divided both parties. The first panel
presents the means of all variables; it can easily be seen that they closely

nationally oriented financial and commercial centers: Massachusetts (Boston), New York (New York
City), Pennsylvania (Philadelphia), and Maryland (Baltimore). This dummy variable was included due
to the absence of any relevant census data on the socio-economic groups expected to be the strongest
supporters of hard money. In all instances, this “international” dummy was positive (hard-money) and
statistically significant, and did not appreciably alter the significance of other variables. The OLS pools
suggest a correction for potential heteroskedasticity, as the error terms may be correlated with the
number of members of Congress in the state. Such a correction (including a term for the numbers of
members in each state) made no difference to the results. Using logs of all (nondichotomous) explana-
tory variables, so that all can be included simultaneously and to allow for nonlinearity in the distribu-
tion of the variables, yields nearly identical results.
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TABLE S
HOUSE OF REPRESENTATIVES VOTE TO REPEAL THE SILVER
PURCHASE CLAUSE OF THE SHERMAN ACT: 1 NOVEMBER 1893
(Means of all explanatory variables and statistical evaluation)

(5)
Democrats
M ) (3) ) Only
Variables Means Logit OLS Odds Ratio Logit
Constant 8.223 2.696™ 11.858™ 17.465"
(1.37) (2.00) (1.08) (2.23)
Democratic Party 0.670 0.351 0.368" 3.267"
(0.76) (2.42) (2.63)
Soft money 0.773
Hard money 0.623
Real estate debt as share of  0.151 4.747 2.930% 17.815™ 0.408
land value (1.15) (2.13) 2.4) (0.06)
Soft money 0.126
Hard money 0.164
Share of labor force in:
Agriculture and mining 0408  -12.134 -3.553" -21.299™ -22.643™
(-1.73) (-2.38) (-1.68) (-2.42)
Soft money 0.553
Hard money 0.336
Professional service 0.041 58.688" 18.539™ 132.750° 69.032™
(1.76) 237 (2.08) (1.33)
Soft money 0.038
Hard money 0.042
Personal service i 0.189
Soft money 0.162
Hard money 0.202
Trade and transport 0.143  -69.050™ -12.624" -92.062" -82.265"
(-3.90) (-3.21) (-2.87) (-3.18)
Soft money 0.116
Hard money 0.156
Mechanical and manu- 0.219 23.278™ -0.428 4.797 11.938
facturing (2.32) (-0.28) 0.39) (0.89)
Soft money 0.130
Hard money 0.263
N 282 4] 41 189
Percent correctly predicted 82.62 82.54
pseudo R’ 0.430 0.519
Adjusted R 0.503 0.521

Notes: t-statistics are in parentheses. See the notes to Table 2. A negative coefficient indicates a
soft-money stance.

resemble the overall pool. The second panel presents statistical analyses of
the vote. The first three columns are the logit, OLS, and “odds-ratio” analy-
ses of the vote in the House; the fourth column presents just the logit analy-
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sis of voting by Democratic members of the House. The results in this vote
parallel those for the pooled analysis, despite the undoubted confounding
impact of vote-specific contingencies and peculiarities. Results for the other
individual votes used in the pooled analyses are analogous: although levels
of significance vary widely, the signs and coefficients are broadly similar
across the sample.

One obvious potential objection to the analysis is that the measure for
indebtedness includes all real estate debt, not just farm debt. In theory, it
seems a fair test of the political implications of indebtedness to look at the
effects of all such debt. In practice, the statistical analysis is not affected by
using agricultural debt either instead of or in addition to total real estate
debt. The alternative or additional agricultural debt measure has no apprecia-
ble effects on the statistical results: higher debt levels are still associated
with less, not more, support for populism.”'

The logit coefficients in the statistical analyses cannot be directly inter-
preted, as their substantive impact varies along the logistic curve. Table 6
presents one way of understanding the coefficients. The numbers in the
second column indicate the impact of a one percentage point change in the
specified explanatory variable on the vote of a senator or member of Con-
gress whose probability of voting either way is 0.5.% In other words, a one
percentage point increase in agricultural and mining employment in a state
is associated with a 1.06 percent decrease in the probability of such a sena-
tor, a 1.77 percent decrease in such a member of Congress, and a 2.74 per-
cent decrease in such a Democratic member of Congress, voting for hard
money. The substantive effects of the explanatory variables are quite large.

Because the mean values of the variables are very different, it is also in-
structive to look at a more standardized measure. This can be done by exam-
ining the impact of a one-half standard deviation increase (over the mean)
in each variable. These data are presented in column 3 of Table 6. They

I1The alternative agricultural debt measure used was the amount of incumbrance on all owned and
incumbered farms as a share of the total value of all farms. This is a somewhat less direct measure than
real estate debt, as it is taken from two different census sources (the first from table 9 of the Census
Abstract, the second from table 32 in Volume 21 of the Census). All of the statistical analyses reported
here were redone using the agricultural debt measure instead of real estate debt; and then using both
measures together. When agricultural debt alone was used, it always had the same sign as real estate
debt, with the exception of one instance in which the coefficient was not statistically significant. When
both measures were used together, the sign, size, and statistical significance of the coefficients for real
estate debt were not appreciably affected. Typically, the coefficients for agricultural debt had the same
sign as real estate debt, and were rarely statistically significant.

32The statistic in questionis 1 /(1 +e 0018y _ (.5, where B, is the coefficient of the explanatory
variable we wish to study. This is a probability difference, P; - Py. The benchmark probability Py is
defined to be 0.5, which is of relevance because it describes a senator or member of Congress with
equal probability of voting either way. Observe that this is also convenient, as Py = 0.5 can be obtained
by setting the entire linear term, XB, equal to zero, thatis, 1 /(1 +e % = 0.5. If we consider a one
percentage point increase in a particular explanatory variable, the probability difference is given by the
first relationship above. This is computationally convenient and empirically relevant for our purpose.



384 Frieden

TABLE 6
ESTIMATED IMPACT OF EXPLANATORY VARIABLES IN LOGIT MODEL
Effect of a
Effect of a Percentage Half-Standard
Point Increase in Deviation Increase in

Variable on Probability ~ Variable on Probability
of Voting Hard Money  of Voting Hard Money
Variable Coefficient (percentages) (percentages)

Votes in the Senate
Real estate debt as 9.707 +2.42 +7.23
share of land value
Share of labor force in:

Agriculture and mining -4.256 -1.06 -9.46
Professional service 14.716 +3.67 +1.84
Trade and transport -33.272 -8.24 -19.67
Mechanical/manufacturing 20.640 +5.14 +25.68

Votes in the House of Representatives
Real estate debt as 9.863 +2.46 +8.54
share of land value
Share of labor force in:

Agriculture and mining -7.071 ~-1.77 -16.19
Professional service 10.591 +2.65 +1.32
Trade and transport -30.963 -7.68 -18.44
Mechanical/manufacturing 12.543 +3.13 +16.59

Votes by Democrats Only in the House of Representatives
Real estate debt as 10.347 +2.58 +8.96
share of land value ’
Share of labor force in:

Agriculture and mining -10.972 -2.74 -23.93
Professional service 4.494 +1.12 +0.56
Trade and transport -37.029 -9.15 -21.62
Mechanical/manufacturing 9.648 +2.41 +12.96

Notes: See the text.

indicate, for example, that a one-half standard deviation increase in agricul-
tural and mining employment in a state reduces the probabilities (for politi-
cians at 0.5 probability) voting for hard money by 9.46 percent in the Sen-
ate, 16.19 percent in the House, and 23.93 percent among House Democrats.
Again, these are very substantial effects.

The OLS results in column 2 of Tables 3 and 4 can be interpreted more
simply. Those in Table 3, for example, imply the following relationships,
looking only at coefficients reaching statistical significance. A one percent-
age point increase in real estate debt as a share of land value in a state was
associated with a 2.256 percentage point increase in the share of the state’s
delegation voting for hard money. A one percentage point increase in em-
ployment in agriculture and mining as a share of total employment in a state
was associated with a 2.044 percentage point decline (increase) in the share
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of the state’s delegation voting for hard money (soft money); of trade and
transport, with a 8.096 percentage point decline. The very large coefficients
on trade and transport and professional service are a function of the rela-
tively low levels of employment in these sectors.

Two things are clear from these analyses. First, support for Populism
actually declined with levels of indebtedness. This is hardly consonant with
the traditional approach. The observed relationship may be due to the wealth
effect associated with credit rationing. If, as is almost certainly the case, only
the more creditworthy individuals could borrow, then measured levels of
farm indebtedness would be biased toward more prosperous farmers.

Second, states with large agricultural and mining sectors tended to support
Populist monetary policies, whereas states with considerable manufacturing
and professional services tended to oppose them. This finding is very much
in line with the argument advanced here; voting on gold policy was linked
to characteristics of the state’s output, thus presumably to relative prices.
This result, along with the finding on debt, is at odds with the standard
nominal price level story.”

One interesting outcome is the degree to which trade and transport em-
ployment is associated with support for soft money. This relationship is the
strongest, and most frequently statistically significant, in the analyses. It
most likely reflects the support of many nontradables producers for a float-
ing exchange rate, a group ignored in most historical accounts of the Popu-
list debates.

The results reported in Tables 2 through 5 provide a convincing argument
for revising the standard view that the principal support for soft money came
from debtors. Moreover, the results represent strong evidence for an ap-
proach in which support for soft money depends on the expected relative
price effects of a depreciation.

QUALITATIVE EVIDENCE AND IMPLICATIONS

The statistical evidence does not necessarily imply that political actors had
a full understanding of the economics of these issues, or that they organized
themselves precisely along the lines these economic effects might suggest.
Certainly American farmers wanted relief from debt, and certainly soft
money would have provided some relief. But this does not appear to have
been the whole story. Many Populist complaints focused on how price
trends were affecting agricultural products particularly adversely. The focus
was usually on declining nominal or relative prices for primary products,
and the remedies proposed had to do with reversing this trend. Of course,
this remedy would have alleviated some of the pressure on debtors, but

3The result is, however, very much in line with the results obtained by an analogous evaluation of
voting in the 1896 presidential election. The results are presented in Eichengreen, “Endogeneity.”
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typically debts were mentioned, if at all, as one among many problems
caused by deflation.

As William Jennings Bryan put it in his acceptance speech at the 1896
Democratic National Convention:

The farmers are opposed to the gold standard because they have felt its effects. Since
they sell at wholesale and buy at retail they have lost more than they have gained by
falling prices, and, besides this, they have found that certain fixed charges have not
fallen at all.

Taxes have not been perceptibly decreased, although it requires more of farm prod-
ucts now than formerly to secure the money with which to pay taxes. Debts have not
fallen . . . . Railroad rates have not been reduced to keep pace with falling prices, and
besides these items there are many more.*

Another example is found in the most famous populist propaganda tract
of the 1890s, Coin’s Financial School. The fictitious protagonist of this
immensely popular pamphlet, after discussing the impact of deflation on
debtors, went on to examine other prices. He imagined a farmer going forth
to “see if he could buy as much of this world’s goods with 50 cents as he
formerly could with a dollar.”

We will suppose, before starting, he goes to pay his taxes. He will find that his 50-
cent wheat will not pay as much as his $1.40 wheat did in 1873. He will find his
taxes just as much, and it will take all of twice as much wheat to pay them as in
1873.

While passing out of the Court House suppose he meets a county official and should
ask him what salary was paid to his office in 1873 and now. The answer would be
the same number of dollars now as in 1873. The same is true of city, state, and
national officers, also with the army, navy, and official abroad. . . . He starts for the
depot and to get there he takes a street-car. He finds the fare the same as in 1873. He
gets on a Pullman car to find the cost the same as in 1873. He registers at a first-class
hotel. He finds the cost about the same as in 1873. He sends a telegram, and finds it
costs the same as in 1873. He gets a shave with the same result. He buys tea and
coffee, with the same result. . . . He finds interest, except in cities on first-class loans,
about as high as in 1873. Should he now meet the man who told him that his 50-cent
wheat would buy as much of the world’s goods as it ever did, it might result seri-
ously for the other fellow.*

Every price comparison mentioned here is with a nontraded good or ser-
vice: government, transportation, lodging, communications, a shave, restau-
rant food, and financial services. This is probably not coincidental, for com-
parison with manufactured goods prices would almost certainly have shown
(as in Table 1) a relative trend in favor of farm prices.

3Cited in Stevans, Free Silver, p. 224.
**Harvey, Coin’s Financial School, pp. 213—14. The book was first published in 1894 and probably
sold about a million copies.
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Populist monetary policies were indeed usually framed as policies to help
primary producers in ways analogous to trade protection’s support for manu-
facturers. Thomas Fitch of Nevada, a Republican concerned with influenc-
ing his colleagues in the party of protection, was explicit in addressing the
first National Silver Convention in 1889:

Protection is not a great moral principle in whose behalf men can be expected to
sacrifice their personal interests. It is a coalition in which results should be mutual,
and thus far the wheat and silver States have not received their share. In all Nevada
there is neither a spindle nor a loom, and the prairies of the Dakotas stretch for
hundreds of miles unlit by furnace fire. How can Massachusetts expect that the
people of the Northwest will continue to vote for a high protective tariff to sustain
New England factories when both political parties in Massachusetts openly avow
hostility to the great exporting industries of the Northwest?

.. . Free coinage would, as you know, not only restore silver to its former value, but
it would, as has been shown here, add 35 per cent to the present prices of wheat, of
cotton, and of farm produce, and it would increase the wages of the laborer and add
to his opportunities for obtaining employment.**

It is not surprising, even in the light of the traditional focus on debt, that
Populists highlighted the relationship of free silver to primary product
prices. After all, increasing primary prices would reduce debt burdens, and
of course that was one of its attractions. However, the Populists were also
explicit about other relative price effects of going off gold. Prominent
among these were effects directly related to foreign trade. In the words of
one Populist orator,

A premium on gold will tend to increase our exports by causing a higher rate of
foreign exchange—that is to say, by yielding a larger net return in dollars on the sale
of bills of exchange drawn against goods exported. A premium will tend to diminish
our imports by increasing the cost of bills of exchange with which to pay for goods
imported.

The tendency of increasing our exports and decreasing our imports will be, first, to
set our spindles running, swell the number of paid operatives, increase their wages,
thereby adding to the number and paying capacity of consumers, and thus enlarge our
home market for all home products and manufactures, with prosperity in general as
the result assured.”’

As this quote indicates, Americans spoke of a depreciated currency as one
that had “a gold premium.” This referred to the Greenback experience, in
which a benchmark rate for the (non-existent) “gold dollar” included a
premium above the Greenback rate. The gold premium was thus the differ-

3n Elliot, Proceedings, pp. 222-23.
3William P. St. John, in Stevans, Free Silver, p. 266.
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ence between the gold-standard exchange rate and the Greenback (or, in
hypothetical discussions, the silver) exchange rate.

It was common indeed for Populists to argue that going off gold would
stimulate exports and reduce imports. The principal objection that gold
supporters raised to this line of argument was that the volatility of a silver-
backed dollar against gold-backed currencies would depress trade. To this,
Populist thinkers insisted that the price effects would dominate the impact
of increased exchange-rate uncertainty—as perhaps it would have for the
goods of interest to them. One, whose 1896 pamphlet bore the subtitle “A
Campaign Handbook Against the Gold-Hoarding Millionaires,” argued:

It is true that with gold at a premium, exchange between New York and London
would fluctuate, that the pound sterling would buy exchange for more dollars just as
the premium rose and for fewer dollars just as it fell, but this would no more lead to
the cessation of foreign buying of our products than such a premium checks the
purchase of wheat, etc., in the Argentinian, Indian, and Russian markets by the
British trader. In the face of a premium on gold, in fact stimulated by such premium,
the exports of Russian and Argentinian wheat to Great Britain have grown very
largely of late years, and just as this premium on gold, this bounty on exports, stimu-
lates the export of wheat and other products from such countries, a similar premium
on gold in the United States would result in increased exports of our products.*

In fact, the experience of other primary exporting nations not on the gold
standard—such as Argentina, India, and Russia—was the focus of much
Populist attention. Indian agricultural products in particular were said to be
driving American products out of third markets, and this was ascribed to
India’s silver standard. The refrain relating the export difficulties of Ameri-
can primary producers to the country’s commitment to the gold standard was
repeated in tract after Populist tract.*

It seems clear from this qualitative evidence that it is hardly far-fetched
to assert that Populist monetary proposals were concerned to ensure a real
depreciation of the dollar. The fact that the terms used were arcane, and
seem to dance around the now-straightforward demand for a devaluation, is
largely a result of the different baselines policy makers and publicists were
working with. In late nineteenth-century America, all was framed in terms
of the gold-standard juggernaut. Going off gold would lead to a gold pre-
mium, floating against gold would involve a fluctuating premium, the ex-
change rate would be felt in different prices for bills of exchange. All of
these assertions are correct; but they tend to obscure the simple content of
the monetary demands: to tie the dollar to a silver standard that would lead

¥Stevans, Free Silver, p. 165.
¥See, for example, the statements by T. B. Buchanan and M. J. Farrell in Elliott, Proceedings, pp.
16871, 245.
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the currency to depreciate and float against the leading gold-backed curren-
cies of the day.

This is not to say that the Populists had a clear sense of the differential
price effects of a real appreciation, only that they had a general understand-
ing of the trends. After all, Americans had had 15 years’ experience with a
floating, depreciated currency in the Greenback era (which most Populist
monetary thinkers had analyzed closely, and anyone older than about 35 in
1890 remembered). They had also, by 1896, had nearly ten years’ experi-
ence with a real appreciation of the gold dollar. It is not surprising that there
was general awareness of the broad contours of the relative price trends the
country had been experiencing, and those likely to result from refloating the
dollar against gold.

This analysis is only a step in understanding the political economy of
American Populism. However, it is a necessary step. For a long time, schol-
ars have worked with an incomplete characterization of the expected eco-
nomic effects of Populist monetary policies, and particularly of the expected
impact of these policies on groups in society. This is especially limiting for
those wanting to understand the politics of Populism, for a prerequisite to
analyzing the politics of economic policies is to understand how these poli-
cies were expected to affect politically relevant groups.

Although this approach may help us better understand the political econ-
omy of Populism, there are many characteristics of the era worth further
investigation. To mention but a few, they include the circumstances that
brought manufacturing over to the hard-money camp, the use of partisan and
patronage weapons to affect Congressional voting, the relationship between
the monetary and nonmonetary (especially financial and fiscal) components
of Populist programs, and the international political aspects of the bimetal-
lism controversies of the period. By the same token, many aspects of the
economic issues of the day remain poorly understood, such as why export
subsidies were never considered, intersectoral variation in price flexibility,
and the economic impact of the monetary measures that were in fact taken.*

A better understanding of this episode in American history has broader
implications. Agitation for soft money was not confined to the United States.
Opposition to gold was something of an international movement from the
1870s until the 1930s. It won the backing of German Junkers, Argentine
farmers and ranchers, [talian industrialists, and others for decades, in many

“0ne interesting point is that half-hearted silverite policies might have harmed farmers. Silver
purchases, which were inflationary, would help tradables producers if they led to a currency deprecia-
tion. With the nominal exchange rate held constant (something made possible because the inflationary
impact of small silver purchases was modest), these policies led instead to a real appreciation of the
exchange rate—quite the opposite of that anticipated. Of course, the Populists were not enthusiastic
about the half-hearted silverite measures, and many of them actually opposed the silver purchase
program so long as it was undertaken alone.
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guises. A clearer perspective on the political economy of the American
variant of this trend may shed light on other national experiences.*'

This episode and its interpretation can also shed light on the broader
political importance of monetary policy. If monetary policy is aimed at the
aggregate nominal price level—at changing relations between debtors and
creditors—only the broadest-gauged of alternative policies can be imagined.
If, however, it is intended to redress more specific relative price trends, such
as a decline in the price of commodity exports, then alternate policy
responses are easier to implement. In the American case, the real apprecia-
tion of the dollar led to two kinds of demands from tradables producers: for
a nominal devaluation from farmers and miners, and for trade protection
from manufacturers. The broad question of policy alternatives is an impor-
tant one, especially where some policies are preferred on efficiency or other
grounds.

Indeed, the expected distributional effects of monetary policy are impor-
tant to the analysis of macroeconomic political economy. Much of this bur-
geoning literature is based on closed economy assumptions. In some analy-
ses, Left parties and the poor are expected to be more inflation-acceptant
than Right parties and the rich; the reasons adduced range from the existence
of an exploitable Phillips curve, through different net debtor positions, to
rank empirical observation. An open economy perspective would lead to a
different set of political expectations, more or less along the lines described
in the 1890s American setting.** This is relevant both to analyses of political
business cycles, and of the impact of such institutions as independent central
banks on macroeconomic policy outcomes.*

All these extensions and more are possible. The more limited point is that
at least in one historically salient instance, an approach that focuses on the
impact of monetary policy on the aggregate price level, rather than on rela-
tive prices, may be misleading and incomplete. The role of the real exchange
rate, as it affects the relative prices of tradable and nontradable goods and
services, can be very important.

CONCLUSION

Traditional analyses of monetary populism in nineteenth-century Amer-
ica—and of monetary politics in most countries most of the time—have
focused on the expected effects of inflation or deflation on the aggregate
nominal price level. In an open economy this focus is incomplete. In an open

“'For a briefly expanded treatment, see Frieden, “Dynamics.”

“Destler and Henning, Dollar Politics, carry out an analysis of American monetary politics in the
1980s that relies on a distributional view of the United States quite similar to that presented here.

BFRor examples of which see Alesina, “Politics”; and Grilli, Masciandaro, and Tabellini, “Political
and Monetary Institutions.”
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economy support for an expansionary monetary policy often comes from
those who would benefit from a depreciation of the exchange rate—not
simply from those who would be served by an inflating away of their nomi-
nally denominated debts.

In the United States in the 1890s, opposition to the gold standard was not
in fact strongest among the most heavily indebted. Indeed, the political
representatives of states with higher levels of real estate debt typically op-
poséd Populism. Soft money—Ileaving the gold standard—was supported
first and foremost by farmers and miners the (domestic-currency) relative
prices of whose products would have been raised by a dollar devaluation. It
was also supported by those in such nontradables activities as trade and
transportation, for whom a stable exchange rate was unimportant. Monetary
populism was opposed by manufacturers who could achieve analogous, and
targeted, relative price results by way of trade barriers. It was also almost
certainly opposed by the country’s international financial and commercial
groups, although these are not identifiable in the data used here.

Concern about relative prices was an important motivation for American
monetary populism. Issues related to the overall nominal price level cer-
tainly played a role, but traditional interpretations may exaggerate this role.
An open economy emphasis on the real exchange rate adds theoretically to
the traditional view, and appears to be analytically consistent with what we
know about the period. It is also borne out by the evidence brought to bear
here about the impact of economic characteristics of the American states on
House and Senate voting on monetary policy issues.

Appendix: Brief description of votes analyzed

HOUSE OF REPRESENTATIVES

1. Table Free Coinage Bill. To table a Free Coinage Bill (H.R. 4426), 24 March 1892.
Failed, 148 to 149. Democrats 81 to 130; Republicans 67 to 11; Populists 0 to 8. Adminis-
tration (Republican) was in favor. A negative vote was soft-money.

2. Free Coinage Bill. Resolution to consider a Free Coinage Bill (S 51), 13 July 1892.
Failed, 136 to 154. Democrats 121 to 94; Republicans 10 to 60; Populists 7 to 0. Adminis-
tration (Republican) was opposed. A positive vote was soft-money.

3. Bland Amendment. An amendment, to set the mint prices of silver and gold at a ratio of
sixteen to one (HR1 Amendment), 28 August 1893. Failed, 125 to 226. Democrats 97 to
115; Republicans 15 to 110; Populists 8 to 0. Administration (Democratic) was opposed.
A positive vote was soft-money.

4. Repeal Sherman Act. To repeal the Purchase Clause of the Sherman Act (HR 1), 1
November 1893, Passed, 194 to 94. Democrats 123 to 72; Republicans 71 to 17; Populists
0 to 5. Administration (Democratic) was in favor. A negative vote was soft-money.
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5. Free silver override. To override the President’s veto of the Silver Seigniorage Bill (HR
4956), 4 April 1894. Passed, 144 to 114, but this was insufficient to override the veto.
Democrats 119 to 59; Republicans 18 to 55; Populists 7 to 0. Administration (Democratic)
was opposed, needless to say. (The original bill had passed, 168 to 129, on 1 March 1994,
with Democrats 144 to 15, Republicans 14 to 114, and Populist/Silverites 10 to 0.) A
positive vote was soft-money.

6. Gold bonds authorization. To authorize gold bonds (HR 8705), 7 February 1895. Failed,
135 to 162. Democrats 89 to 95; Republicans 46 to 58; Populists 0 to 9. Administration
(Democratic) was in favor. A negative vote was soft-money.

SENATE

1. Free coinage bill. To pass a Free Coinage Bill (S 51), 1 July 1892. Passed, 29 to 25.
Democrats 19 to 7; Republicans 8 to 18; Populists 3 to 0. Administration (Republican)
opposed. A positive vote was soft-money.

2. Peffer Amendment. An amendment, to restore the coinage law of 1837—free silver
(HR1 Amendment), 27 October 1893. Failed 28 to 39. Democrats 18 to 18; Republicans
7 to 20; Populists 2 to 0. Administration (Democratic) opposed. A positive vote was soft-
money.

3. Repeal Sherman Act. To repeal the Purchase Clause of the Sherman Act (HR 1), 1
November 1893. Passed, 43 to 32. Democrats 20 to 21; Republicans 23 to 9; Populists 0
to 2. Administration (Democratic) in favor. A negative vote was soft-money.

4. Free silver bill. To pass the Silver Seigniorage Bill (HR 4956), 15 March 1894. Passed,
44 to 31. Democrats 31 to 10; Republicans 11 to 21; Populists 2 to 0. Administration
(Democratic) opposed. A positive vote was soft-money.

Notes: Totals do not always add up due to minor party candidates and the cross-registration
of a few members. In all instances the discrepancies are minor. In the regressions, but not
in this accounting, those paired for and against are counted as having voted for and against,
respectively.
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