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CHAPTER XI

GENERATING THE PANIC OF 1837

IN Niles Register, that renowned weekly compendium of Ameri-
can political and economic information during the first half of the
nineteenth century, there appeared in the issue of May g, 1835,
the following headlines:

SPECULATION! SPECULATION!!
SPECULATION !!!

We offer a selection of articles as to what is going on in
the way of speculation. Verily, the people are mad.

Then follows this excerpt from the Baltimore Advocate:

All the world is going mad after timber land, Canton stock, South
Cove Company, and like speculations, which are taking the place of
the lottery mania that used to possess the community. One gentleman,
the other day, pocketed his $20,000 by selling out Canton [land]
Company shares, and this, with the stories of sudden riches made by
speculations in the timber lands of Maine, is making industrious peo-
ple neglect their steady business.

Another excerpt deals with stock speculation in New York. It
“became so extravagant that the Board of Brokers’ room was
not large enough for their accommodations. Some one suggested
that there were excellent accommodations in the lunatic asylum.”

Whether in land or in securities, the mania was having a tre-
mendous sweep. It carried away all classes—workers, farmers,
bankers and statesmen. Michael Chevalier, the French economist
who visited America in 1834, was amazed by it. He compared it
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to Law’s Mississippi Bubble. ‘“Everybody is speculating,” he
wrote, “and everything has become an object of speculation. The
most daring enterprises find encouragement; all projects find sub-
scribers. From Maine to the Red River, the whole country is an
immense rue Quincampoix. Thus far, every one has made money,
as is always the case when speculation is in the ascendant. . . .
The American, essentially practical in his views, will never specu-
late in tulips, even in New York, although the inhabitants have
Dutch blood in their veins. The principal objects of speculation
are those subjects which chiefly occupy the calculating minds of
the Americans, that is to say, cotton, land, city and town lots,
banks and railroads.””?

Lands, city and town lots, indeed, took up a large share of the
speculative ventures. It comprised the public domain, timber lands,
suburban developments, city real estate and town-site jobbing.

As already noted, the national government had instituted a land
policy which discouraged the sale of large tracts to speculators.
Lands were sold through local land offices in small plots at public
auction, or privately to settlers. The price was fixed, first at $2.00
per acre and later at $1.25 per acre. This system, combined with
the steady offering of immense quantities of the public domain,
checked for a time the purchase of public lands for resale at a
profit. It was only when new “ranges” were surveyed and opened
for settlement that speculators were offered opportunity of gain-
ful purchases of favorable sites. But all sections in new ranges
must first be offered at public auction, so that competitive bidding
sometimes drove up the price of choice sites to a high level.

It was this competitive system of disposing of the national
domain, during the first three decades after 1800 that placed a
damper on speculation in public lands. In fact, “jobbing” in un-
cultivated lands was not a lucrative business. Many purchasers
found it advantageous or necessary to forfeit their first payments
and return their acquisitions to the government.

Moreover, the national land business became a national burden.
As Andrew Jackson pointed out to Congress in December, 1833:

! Michael Chevalier, Society, Manners and Politics in the United States (1839),
p. 305.
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“From the origin of the land system down to the 3oth Septem-
ber, 1832, the amount expended [on the public lands] . . . has
been about $49,701,280, and the amount received from sales, de-
ducting payment on accounts of roads, etc., about $38,386,624.
The revenue arising from the public lands, therefore, has not been
sufficient to meet the general charges on the Treasury, which have
grown out of them, by about $11,314,656.”"

But when, in the early thirties, the speculative fever raged
throughout the country, and government lands, as well as other
property, could be purchased with “rag money,” created by *“‘wild-
cat banks,” then “the land office business” began in earnest. The
auctions were attended by veritable mobs. They were scenes of
great excitement. Premiums were paid for choice places near the
auctioneers, and bribery and corruption in the process of receiving
and registering bids were common,

The irregularities in bidding at public land auctions were nu-
merous, and space does not permit details. A common form of
fraud was a secret agreement among the bidders to withhold
offers for a selected section. Another was to bid up choice sites
to abnormally high figures to scare away competitors. The effect
of this, wrote an official investigator, in 1834, “would be to en-
able one man to monopolize the entire sales, and bid off the lands
at whatever price he might put down competition; of course, the
people attending the sales will have dispersed in a few days after
the sales have been closed. They have no idea but that all things
in regard to the transaction are fair. A short time after the
sales, the person thus purchasing by agreement, forfeits the land;
the whole affair is cancelled; the receipts destroyed, and the land
becomes subject to entry in the usual manner, and this being
known only to a few privileged individuals, of course they can
then enter the land at the minimum price.”®

Another kind of public land fraud and corruption was in rela-
tion to preémption claims. Certificates entitling certain individuals,
such as soldiers, settlers and Indians, to the preémption or selec-
tion of lands in a location were commonly called “floats,” because
anyone claiming land under a preémption right was said to have

* Messages and Papers of the Presidents, Vol. 111, p. 63.
* American State Papers, Public Lands, Vol. VII, p. 524.
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a “floating” claim to it. Such claimants, of course, were required
to be bona fide cultivators and occupiers under the Preémption
Act of 1834. Many individuals taking up land with “floats,” how-
ever, were merely “fake” settlers, and soon sold out to speculators.
Whole towns were planned or built up on these “floats.” In 1836,
Benjamin F. Linton, the United States District Attorney of
Western Louisiana, reported that there was in his district one
“notorious speculator in floats” whom, however, he does not name.
But we may surmise that it might have been John McDonogh,
whose land acquisitions in this section have already been re-
ferred to.

Because of the great excitement attending the national land
office sales during the speculation fever just prior to the 1837
financial panic, “doing a land office business” became a common
expression for great commercial activity and merchandising suc-
cess. The tremendous increase in the public land sales indicates
the extent of the virulent speculation fever. In 1825, receipts from
public land sales amounted to but $1,216,090. They rose to
$2,329,356 in 1830, then continued as follows:

YEARS ACRES SOLD RECEIPTS
BT & oo 5 s 0 2,777,857 $3,557,024
832 =i 55 0 @ 5 2,462,342 3,115,376
1833 ceiiiennnn. 3,856,227 4,972,285
YORA. = e s e i 4,658,219 6,099,981
1835 ...iiinn.n 12,564,479 15,999,804
IS0 1 ue o m s ve 20,074,871 25,167,833
1837 ssssenwinen 5,601,103 7,007,523

Thus, the big bulge occurred in 1835 and 1836. President Jack-
son noted it anxiously. He appeared not pleased with the heavy
receipts from land sales, for he and his cabinet soon realized that
the land was paid for in “rag money,” i.e., in bank notes that
were in many cases irredeemable and worthless. Accordingly, he
issued on July 11, 1836, his celebrated ““Specie Circular.” It sim-
ply ordered that the land offices should accept only gold or silver
or “land scrip” (i.e., soldiers’ warrants) in payment for public
lands.

What a foolish idea, protested the land grabbers! Pay with
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specie? Who has specie? Not even the banks kept it in their tills.
Surely, those who wished to speculate in government lands could
not pay in specie, when there was none circulating in the country.

Thus, the excitement of speculation in public lands abated. The
land sales fell off. The land offices were deserted. When the crash
came in the ensuing year, the Treasury found that instead of
“cash” for lands already sold, the “old cat” was returned to its
doorstep. Millions of acres reverted to the government because
of default in required payments. Congress, by a large majority,
passed a bill annulling the “Specie Circular,” but Jackson was
firm in his “hard cash” policy. He permitted Congress to adjourn
without signing the bill.

Daniel Webster took a keen interest in public land speculation
both for political and for personal reasons. As a true statesman,
he traced its cause and effect. The government itself was partly
responsible, he said, because it did not raise the price of its lands
when everything else was going up in price. But, in his estima-
tion, land speculation is not necessarily an evil. With characteristic
oratory, he told the Senate, May 31, 1836:

In everything else, prices have run up; but here [i.e., public land],
price is chained down by statute. Goods, products of all kinds, and
indeed all other lands may rise, and many of them have risen, some
twenty-five and some forty and fifty per cent; but government lands
remain at $1.25 per acre; and vast portions of this land are equal, in
natural fertility, to any part of the globe . . . The government land,
therefore, at the present prices, and at the present moment, is the
cheapest safe object of investment. The sagacity of capital has found
this out, and it grasps the opportunity. Purchase, it is true, has gone
ahead of emigration; but emigration follows it, in near pursuit, and
spreads its thousands and its tens of thousands close on the heels
of the surveyor and the land-hunter . . . Nor are we to overlook,
in this survey of the causes of the increase in the sales of public
lands, the effects, almost magically, of the great and beneficent agent
of prosperity, wealth and power, internal improvement.*

The optimism of the Senator from Massachusetts was not
without personal bias. That he was concerned in western land

“*The Works of Daniel Webster, Vol. IV, p. 262.
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deals is not so well known as his other personal affairs, for his
biographers have passed over it, possibly as a ‘“‘shady,” if not a
purely private matter. He was accused by Senator Hayne of
South Carolina, and other southern statesmen of seeking to hinder
the westward movement for the sake of maintaining eastern po-
litical influence, and his “Reply” to this brought forth the greatest
bit of oratory and the soundest exposition of the Federal Union
that ever echoed through the halls of the Capitol. Webster did not
oppose the rapid development of the West, even though it brought
land speculation and fraud in its wake, He saw in it a fertile field
for Yankee investment, and pointed out that with railroads, canals
and other public improvements, they, in the East, “could almost
see the smoke of the settlers’ cabins.”

Webster’s western land purchases were in Illinois and Wiscon-
sin. In partnership with Caleb Cushing, a Massachusetts attorney
and politician, who furnished the funds, he acquired from John
S. Haight, a tract of 600 acres near Rock Island, Ill., “on the
branches of the Rock River, which (he thought) was the choice
spot in that country.” Haight had bought it at a government land
auction, but was unable to pay for it in cash, following the an-
nouncement of the “Specie Circular.” It was valued at five dol-
lars an acre, which Webster informed Cushing was “probably not
too high.” “I have not the least doubt that the investment will
prove an advantageous one,” he wrote enthusiastically. Yet, after
holding it until 1850, he could not sell at a profit, and offered it
to Cushing in settlement of a debt. Cushing did not accept at
once, and in the meantime, the land was sold to cover a tax bill
of $300. The purchaser then offered the right to redeem it for
$400, but Cushing, after investigation, found that it was not
worth the price. Such were the fleeting and changeable land values
in those days.

Webster’s investment in public lands is reported to have been
as much as $60,000, but this is doubtful. Webster probably never
had that much money. He certainly did not have the $3,000 cash
to meet the bill of exchange which Haight drew on him for the
purchase price, and requested that Cushing advance the amount.
However, had the land been held, its value would more than cover
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this sum, as the property is now a part of the town site of Rock
Island.®

Henry Clay, like Webster, feared no evil from land grabbing.
In defending the national land policy in the Senate in 1832, he
pointed out that ‘“To supply the constantly increasing demand
[for land], the policy has been highly liberal. . . . Large tracts,
far surpassing the demands of purchasers, in every climate and
situation, are brought into the market at moderate prices. .
For $50 any poor man may purchase forty acres of first rate
land.”®

“Yet,” he exclaimed, in referring to the land speculators, “a
friend of mine . . . bought in Illinois last fall about two thou-
sand acres of refuse land at the minimum price, for which he has
lately refused $6.00 per acre. An officer of this body [the Senate]
now in my eye purchased a small tract of 160 acres at second or
third hand, entered a few years ago, and which is now estimated
at $1,950. It is a business—a very profitable business, at which
fortunes are made in the new States, to purchase these refuse
lands, and, without improving them, to sell at large advances.””

Aside from the speculation in public lands, which was killed by
the “Specie Circular” (much to the satisfaction of Andrew Jack-
son, who wanted, as Webster remarked to Cushing, “to keep
money out of the Treasury”), there was a rampant rage for all
sorts of landed property in all parts of the country. Perhaps there
is no better description of the mania of the time than that given
by Michael Chevalier:

The amateurs in the land at the north dispute with each other the
acquisition of the valuable timberlands of that region; at the south-
ern extremity, the Mississippi swamps and the Alabama and the
Red River cotton lands are the subject of competition, and in the
West, the corn fields and pastures of Illinois and Michigan. The
unparalleled growth of some new towns has turned the heads of
the nation, and there is a general rush upon all points advantageously
situated ; as if, before ten years, three or four Londons, as many
g o 83«:«: Claude F. Feuss, Caleb Cushing, Vol. I, pp. 230-232, and Vol. II, pp
5-88.

* Colton, et al., The Works of Henry Clay, Vol. V, p. 429.
Y Ibid., p. 503. Italics are mine.—A. M. S.
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Parises, and a dozen Liverpools were about to display their streets
and edifices . . . In New York, building lots have been sold suffi-
cient for a population of two million souls, and at New Orleans, for
at least a million. Pestilential marshes and naked precipices of rock
have been bought and sold for this purpose. In Louisiana, the quag-
mires, the bottomless haunts of alligators, the lakes and cypress-
swamps, with ten feet of water or slime, and in the North, the bed
of the Hudson, with 20, 30 or 50 feet of water, have found numerous
purchasers.®

Though there may be some exaggeration in all this, there can
be no doubt that in the five years just prior to the 1837 panic,
the fever of land speculation was the most virulent the United
States has ever experienced. As Chevalier noted, it was not con-
fined to any class of real estate. Wild lands, swamp lands, im-
proved agricultural lands, town lots and city real estate were all
included.

One of the conspicuous fields of speculation at this time was in
Maine timber lands. Reference has already been made to the post-
Revolutionary gamble in Maine lands.” Massachusetts owned this
territory, and because of its impoverishment during the War for
Independence, was desirous of realizing cash for it. Accordingly,
the Maine lands were put on the market, in competition with the
western New York domain and the Ohio lands. “Eastern Lands
for Sale,” was placarded throughout the state. Notwithstanding
the sales efforts, however, less than 5,000,000 of the 17,000,000
acres of unoccupied lands in the “Maine District” were disposed
of up to 1821. Considerable portions, moreover, were donated
for charitable and educational purposes. Altogether, Massachu-
setts received only about $800,000 net for its sales.

When Maine was incorporated into the Union as a separate
state in 1819, an arrangement was made with Massachusetts
whereby the unappropriated areas were to be gradually sold, and
the net proceeds divided on a “fifty-fifty”’ basis between the two
commonwealths. But the property was regarded as of such doubt-
ful value that Massachusetts made a proposal to sell her share

® Chevalier, op. cit., pp. 305, 300.
® See Chapter II, p. 39.
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for $150,000, payable in 40 years at 5 per cent. Maine accepted,
but the Upper House of the Old Colony failed to ratify the
agreement.

It will be recalled that one of the large speculative purchases
in the Maine district was made jointly by General Henry Knox
and William Duer.”® Knox, who had become President Wash-
ington’s first Secretary of War, wished to conceal his land-jobbing
activities, and he feared the exposure that would result because
of his inability to make the required payments. He therefore
gladly dumped the tract on William Bingham of Philadelphia,
and it thus became known as “Bingham’s Million Acres.”

Bingham died in 1806, and his estate was divided among his five
sons-in-law. These desired hard cash rather than wild acres bur-
dened with annual tax assessments, so they appointed agents to
settle the lands. Actual settlements were required before patents
could be granted. The agents were selected from both political
parties, in order to get “extensions” of the period in which settlers
were to be placed on the land, as well as other favors from the
State of Massachusetts. One of these agents was the well-known
statesman, General Harrison Gray Otis. With all his skill and
political influence, General Otis could not settle enough land to
pay the taxes. Otis’ successor, General William King, experienced
so much worry from the estate that he was driven to insanity and
was placed under a guardian. After spending the cash of the
“heirs” in building roads and making other improvements, the
agents, one after another, gave up their jobs.!?

By using methods bordering on bribery the heirs of Bingham
finally obtained a patent for the land from Massachusetts. They
then proceeded to offer both the timber and the lands for sale. In
September, 1828, whole “townships” were offered at auction, at
a minimum price of 75 cents an acre. This move started the wild
speculation in Maine timber lands. Some townships were bought
at the minimum price one day, and resold at an advance of 25
per cent the next. Purchasers flocked from Boston and elsewhere
to bid for townships. Rumors were spread that there would be a

1 See Chapter 11, p. 39.
U Maine Historical Society Collections, Vol. VII (1876), p. 359.
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shortage of timber. Maine woodlands, with their fine growth of
merchantable timber, would, therefore, become extremely valuable.
“The wildest speculation that ever prevailed in any part of the
United States,” says Hugh McCulloch, a native son of Maine,
“was in the timber lands of Maine. In 1832, or about that time,
it became known to the people of Massachusetts that a good deal
of money was being made by a few investors in Maine timber
lands. . . . These lands were offered for sale . . . at very low
prices, and those who bought early and judiciously did make what
were considered large fortunes. . . . The desire became so
strong, and the excitement so great, that a courier line was estab-
lished between Boston and Bangor, by which orders to buy, and
subsequently to sell, were rapidly transmitted, and for months
little was talked about but Maine lands. Brokers offices were
opened in Bangor, which were crowded from morning till night,
and frequently far into the night, by buyers and sellers. Not one
in fifty knew anything about the lands he was buying, nor did he
care to know so long as he could sell at a profit. . . . The same
lands were sold over and over again until lands which had been
bought for a few cents were sold for half as many dollars. As is
always the case when speculation is rampant, and inexperienced
men become speculators, dishonesty was in the ascendant. . . . It
happened, strangely enough, that the largest losers in the Maine
land speculation were prudent men, who kept aloof from it until
it had reached its highest point, and the tide was ready to turn.”*?
The tide did turn, and thousands of speculators were defrauded
or ruined. The craze spread beyond the limits of New England.
An issue of the Baltimore Advocate, in May, 1835, stated that
“The timber lands are all the go in this market, and even the
worthy Catholic Bishop, it is understood, is dipping in, having
purchased a whole township which he is selling to the Irish to
make a Catholic State somewhere in the woods of Maine.”?3
Fraud and corruption accompanied the excitement. Tracts were
sold that did not exist. “In the interest of large holders, maps
were prepared, on which lands were represented as lying upon
water courses which were scores of miles away from them.” Notes

¥ Hugh McCulloch, Men and Measures of Half a Century, pp. 214-216,
2 Niles Register, May 9, 1835, p. 168.
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were given and endorsed without the least expectation of making
payment. In one of the lawsuits arising out of these Maine land
transactions, the defendants denied the validity of a debt on the
ground that “eastern land speculation in general was so tainted
with fraud, deeeption, cheating, lying and swindling, that the
very term had become proverbial for these vices.” And on this
ground the jury failed to return a verdict.!

One of the Boston capitalists caught in the trap of the Maine
speculation was Josiah Perham, the original promoter of the
Northern Pacific Railroad. Perham thought he had amassed a
fortune in the speculation, but he held on to his purchases until
the crash came. Then he lost all. With characteristic optimism,
that later developed his ideas for promoting transcontinental
transportation through free land grants, he set about to regain
wealth and pay off his creditors. This he did in time, through his
profits as a Boston wool merchant. And in this way he acquired
the confidence and -support of those who joined in his railroad
enterprises.!®

While New Englanders were running wildly after Maine tim-
ber lands, they were equally concerned in the western land fever.
As in previous boom periods, a vast number of land companies
were organized to foster speculation. One of the boldest enter-
prises of this nature was the “American Land Company.” This
was organized in 1835 by prominent New York capitalists, though
it included in its management several Bostonians. Among its chief
promoters was Charles Butler, of Geneva, N. Y. It will be re-
called that Butler originated the plan whereby the western New
York farmers who purchased from the Holland Land Company
on credit could obtain deeds to their properties by mortgaging
them, and applying the proceeds to pay up their debts due the
land company. He thus became involved in the land business, and
casting his eyes westward to the boundless unoccupied acres, was
lured into the current land gambles.

Butler’s optimism regarding western land opportunities was in-
tensified by a journey to this region in 1833, “attended with great

“ Hunt’s Merchants Magazine, Vol. 2, p. 496.
1% See Chapter XIV, p. 295.
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privations, fatigue, exposure, and difficulty.” He returned to New
York thoroughly infected with the “Michigan fever.” His interest
in the West was to continue long after the American Land Com-
pany faded into nothingness, for in the years following the Panic
of 1837 he, in conjunction with his brother-in-law, William B.
Ogden, was active as a promoter of western railroads and other
large enterprises.

Butler had associated with him other prominent eastern capi-
talists. This is indicated in the list of trustees and directors of
the American Land Company. They included Erastus Corning,
wealthy merchant of Albany and one of the promoters of the
Mohawk and Hudson Railroad (the first to furnish a journey
on rails in America), Campbell Bushnell, a prominent attorney,
and John B. Jones and John W. Sullivan of Boston. The largest
shareholders, in addition to the trustees, were William B. Ogden,
Herman Le Roy, wealthy New York banker, J. L. & S. Josephs
& Co., the brokers already referred to as interested in Texas land
gambles, and J. D. Beers and Co., another prominent New York
brokerage house. The first annual report of the company lists over
150 shareholders, among whom was the celebrated American his-
torian, William H. Prescott. He was down for twenty shares.

The authorized capital of the American Land Company was
$1,000,000—quite a large sum in those days. The shares were
$100 par value. About 80 per cent of this capital was subscribed
in less than a year, though the company received only about
$500,000, the unpaid subscriptions being represented by “accepted
drafts from agents for purchase of lands.” The purpose of or-
ganization is stated thus:

The specific object of this Association is the investment and employ-
ment of its capital in the purchase of land situated in the United
States, particularly in the western states and territories.

It seems, however, that the main purpose was the “purchase of
cotton lands in the southwestern states, at or near the Government
price,” and that this “was the leading motive of a large number
of subscribers.” Anyhow, about 70 per cent of the company’s
capital was applied to this purpose in the first year. Local agents
were appointed to make purchases, and William B. Ogden (de-



244 THE GREAT AMERICAN LAND BUBBLE

scendant of the “Jersey Ogdens”), destined to become Chicago’s
leading citizen and capitalist, was appointed “general agent to
look after local agents.”

No time was lost in making purchases. In less than a year, the
company not only exhausted its cash capital, but went heavily
into debt. It did not buy outright, but “under contract sales.”
Thus, it contracted to buy for $400,000 cotton lands in Missis-
sippi, “lately occupied by the Chickasaw Indians” and title was
to be obtained “directly from the Indians,” but “to be approved by
the President.” They also made a similar purchase for $250,000
of cotton lands in Arkansas. If the agents resold at a satisfactory
price they were to get one-eighth of the profit, Lands were also
purchased in Florida on the St. Johns River at $5 per acre. But
the most significant purchases were made in town lots in Chicago,
Toledo and elsewhere.

These additional investments in the northern field were be-
lieved to be equally as safe as those made in the southwest, since
“they have been made through the agency of judicious and pru-
dent men.” The company’s directors reported that ‘““with the facts
which are daily transpiring before our eyes in that portion of the
United States, we have the surest guaranty that good land, well
located, will continue a safe investment. The foreign and domestic
emigration to the west is daily increasing—and in a short time,
we shall see as dense a population covering the northern part of
Ohio, Indiana and'Illinois, as we now find in the western part of
New York.”1®

It is quite evident that the American Land Company did a
general land-jobbing business, so prevalent at this period. Though
in its first annual report, there is the explicit statement that it
was not the purpose “to speculate in urban lands,” it bought and
resold to James L. Curtis and Silas M. Stilwell (two heavy real
estate “‘plungers” and town jobbers of the time), a tract in the
“boom town” of Toledo. It gave $50,000 for this land, payable
in one year, and resold it at $80,000, but payable in ten annual
instalments at 7 per cent interest. The profit, of course, was on
paper—as the New Yorkers never completed the required pay-

8 The Annual Report of the Trustees of the American Land Company (1836),
p. 25.
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ments, though “the purchasers were said to be highly responsi-
ble.” Yet, Stilwell, who was prominent in New York politics, had
to refuse an offer in 1839 from President William Henry Harri-
son of a cabinet appointment, because the loss of his fortune in the
1837 Panic “did not permit him to bear the expense.”*"

A similar deal in Chicago real estate was made on the same
basis. On an investment of $18,803 the company made within a
few months a paper profit of $12,837. But they allowed the pur-
chasers five years to complete payments. As will be shown, hardly
a real estate sale on credit in Chicago at this time was consum-
mated by the purchaser meeting all the required payments.

Probably the most spectacular purchase of the American Land
Company was 2,525 acres in Orleans County of New York, for
which it paid $22 per acre; meeting one-half the purchase price
in cash. On this, they expected shortly to make an enormous profit.
“The lowest estimate which is put upon it by judicious men is
$35 per acre. . . . The trustees [of the company] have reason to
believe that, after carrying out their plan of improvements, the
property will yield a rent equal at least to the interest on the
capital invested, and that within five years it may be sold at $50
per acre.””’® In five years, however, land and real estate in New
York State were as difficult to sell as snowballs to the Eskimos.

The American Land Company made purchases through ap-
pointed local agents. Under this plan “the investing agent agrees
to take entire care and charge of purchased property until sold.”
When sold, the agent is to get a percentage of the clear net profit;
this percentage to be from one-fourth to one-third of the net
gain. “If there are no net profits, then the Agent gets nothing
for his services.” Of course, “the trustees” in common with share-
holders assumed the risk of investment, and “risk [they stated] is
inseparable from enterprise.” The company, moreover, did not
propose to hold property. Its aim was to “sell quickly at a fair
profit.”

The foregoing details regarding the American Land Company’s
operations are given largely with a view to showing the methods,
aims and principles of the land-jobbing concerns of the time.

1" See Appleton’s Cyclopedia of American Biography, Vol. V, p. 6g0.
18 Ibid., p. 22.
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Numerous other and smaller companies operated in the same way.
Nor did they all originate on American soil. Several were owned
and financed by British and Scotch capitalists. George Smith, who
later became a multimillionaire—not, however, through land
speculation, but by issuing his “circulating notes”—came from
Scotland to Chicago “as a prospector” in 1834. Greatly impressed
with the immense possibilities of gain the country offered, he
organized the ““‘Scottish Illinois Land Investment Company” and
acted as its agent. He also took on other agencies for both land
companies and private bankers. Though he, personally, became a
large real estate owner in Chicago and other sections of Illinois—
probably through purchases made after the debacle in 1837—he
was attracted to banking and note shaving, and during his stay
in America until 1857, he waxed extremely wealthy. He is re-
ported to have returned to Scotland with enough “dollars” to
purchase a kingdom.?® But his Scottish Illinois Land Investment
Company appears to have “gone by the boards.”

Of all the various fields of speculation just previous to the
Panic of 1837, none were more flagrantly exploited than urban
real estate and town jobbing. Due to currency inflation, real
estate, of course, rose in value with all other forms of wealth
and immense fortunes were being made in real estate transactions.
This was to be expected in a period of buoyant optimism created
by constantly expanding currency; a craze for public improve-
ments; and a régime of liberal and cheap credit. But the amazing
manner in which the whole explored territory of the United States
was converted into “paper’’ cities, towns, ports and suburbs, dur-
ing the period between 1830 and 1837, is unparalleled in history.
There was hardly a county (East or West, North or South), in
which new towns and new settlements were not laid out.

Speculative furor was most pronounced in the Northwest.
Here raged the “Michigan fever,” as land speculation in this ter-
ritory was then called. All along the Ohio, Missouri and Missis-
sippi rivers; all along the Great Lakes from Buffalo to Superior,
and even beyond, were new towns or plans for new towns. Almost
every nook, every bay on Lake Erie and Lake Michigan was

¥ Huston and Russell, Banking in Illinois, p. 107.
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taken up for a town site. Town lots and more town lots! This
was the commonest form of merchandise then in the country. As
an English traveler remarked, “towns would be advertised
and trumpeted forth in the moon” if there was a chance of selling
lots. 2

Here again, Hugh McCulloch, who in 1833 had removed from
New England to Indiana, offers us a good contemporary descrip-
tion: “Hundreds of tracts,” he wrote in 1890, “were laid off in
town lots where the original forests were still standing. What
took place under my own observation seems now to be too absurd
to be real. On the Maumee River, from its mouth on Lake Erie,
there were for miles a succession of towns; some of them like
Maumee City, Perrysburg, Manhattan, and Toledo were realities,
but most of them existed on paper only. In the spring of 1836, a
young man whom I met in Maumee City, said to me that he had
made a great deal of money in a few months buying and selling
lots. “Maumee City,” says he, “lies, as you know, at the foot of
the Rapids; and is destined to be one of the great cities of the
West ; property is rising rapidly in value and I am buying and
selling every day.”*

When McCulloch asked him, “How did you raise the money
to commence with?”” he replied : “Oh, very little money is required
in this business. I pay when I buy, and I require, when I sell a
lot, a few dollars to bind the bargain; but nearly everything is
done on credit.”

McCulloch thus describes the system of the wild speculation in
Toledo, in 1836, which may be taken as typical:

On my way from New York to Fort Wayne . . . 1 stopped over-
night at a hotel in Toledo. After dinner, I noticed that there was a
gathering of gentlemen in the parlor, and in the course of the eve-
ning, I was waited upon by one whom I knew, and invited to join it.
“Our rule,” he said, “is to admit no one to these meetings who is
not worth $100,000. As you are a banker, you must be worth at least
that” . . . I accepted the invitation. The company consisted of poli-
ticians, scholars, writers and one or two of them, authors of con-
siderable renown, but not one was there whom I recognized as being

® William Oliver, Eight Months in Illinois, p. 41.
% Hugh McCulloch, Addresses, Speeches, and Letters upon Various Subjects,
p. 384.
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engaged in regular business pursuits. It was a sort of private ex-
change, at which the members made themselves rich by buying and
selling to each other lands and town lots. There was at times a good
deal of excitement, much like that which is witnessed in the New
York Stock Exchange. When the meeting closed, everyone felt that
he was richer than when it opened. In a few brief months, there
was not one of these hundred-thousand-dollar-men who was worth
a hundred thousand cents.??

The greatest “boom town” of this period was Chicago. It was
a village in 1833, surrounding a frontier fort. In 1836, it was
the fastest growing “metropolis” in all Christendom.

When the coastwise steamship lines ran special excursions to
Florida during the “boom” in 1925-26 it was regarded as a novel
experiment. But there was nothing new in it! Similar trips by
lake steamers were made to Chicago and Milwaukee in the boom
years of 1835 and 1836. Whole boatloads of speculators, infected
with the “Michigan fever,” flocked to the region.

So great was the demand for “lots” that almost all northeastern
Illinois was laid out in towns. Chicago grew in population from
550 inhabitants in 1832 to over 5,000 in 1836, to say nothing of
the perambulating speculators and real estate vendors. The value
of taxable property rose in the same period from $19,560 to sev-
eral millions. So utterly reckless had the city grown that the people
“chased every bubble that floated on the speculative atmosphere.”
The more absurd the project, the more madly was it pursued.”
The government land office in the city was besieged from morn-
ing till night with eager speculators. Those who bought anywhere
within hundreds of miles, even before seeing the plot, laid it out
into city lots, “in the most approved rectangular position, em-
blazoned in glaring colors, and exhibiting the public spirit of the
proprietor in the multitude of their public squares, church lots
and school lot reservations.” The whole Chicago area was in-
fested with strangers, capitalists, clerks and even greedy clergy-
men. The hotels, inns and boarding houses also did “a land office
business.”??

B Ibid., pp. 384, 38s.
® See Moses and Kirkland, History of Chicago, Vol. I, p. 98.
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The greatest excitement prevailed in 1836, when the Illinois
Legislature ordered the Illinois and Michigan Canal trustees to
sell the “canal lots.” These constituted a part of the land gift of
the federal government to foster the construction of an internal
waterway between Lake Michigan and the Mississippi River. The
sale was thought to be a wonderful success. Single lots brought
from $9,000 to $21,400. Aggregate sales from June to September
amounted to $1,359,465, but only $401,042 was received in cash.
In nearly every instance the sales were never completed. In 1837
there was hardly one important purchaser who did not prefer to
forfeit his lots, rather than complete the payments. After the
crash, lots that had sold for more than $1,000 would not fetch
$100 in specie.

The whole Chicago population was in the real estate business
when the boom was on. There is a story that a prominent phy-
sician was busy selling “town lots,” when a messenger informed
him that a lady urgently required his professional services. He
reluctantly left his office and made the call. He diagnosed the case
hurriedly and made out a prescription, then proceeded to leave.

“Why, doctor,” the lady called after him, “you don’t state here
how I shall take the medicine.”

“Oh,” he called back, over his shoulder, “Canal terms. One-
quarter down, and the balance in one, two and three years.”

He had “town lots” impressed on his brain, and even profes-
sional practice could not erase the usual terms of sale.

All sorts of advertising media and entertainment were em-
ployed by the town jobbers. No better description of this is
afforded than that given by Harriet Martineau, in her delightful

account of Society in America:

I never saw a busier place than Chicago was at the time of our
arrival [in 1836]. There streets were crowded with land speculators
hurrying from one sale to another. A negro dressed up in scarlet,
bearing a scarlet flag and riding a white horse, with housings of
scarlet, announced the times of sale. At every street corner, where
he stopped, the crowd flocked around him; and it seemed as if some
prevalent mania infected the whole people . . . As the gentlemen
aof our party walked the streets, storekeepers hailed them from their
doors, with offers of farms and all manner of land-lots, advising
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them to speculate before the price of land rose higher. A young
lawyer realized $500 per day by merely making out titles to land.

And the great English lady added prophetically: “Of course,
this rapid money-making is a merely temporary evil. A bursting
of the bubble must soon come. The absurdity is so striking, that
the wonder is that the fever should have attained such height as
I witnessed.”?*

And the bubble did burst! For it was ridiculous, as Miss Mar-
tineau remarked, that “wild land on the banks of a canal, not
even yet marked out, should sell in Chicago for more than the
rich land, well improved in the finest part of the Valley of the
Mohawk.”

When the bubble burst, and ruin was brought to almost every
inhabitant and sojourner, the very mention of “town lots” ex-
asperated the Chicago populace. It is stated on good authority
that at a political meeting in 1837, which was urging upon the
legislature the grant of a city charter to Chicago, one speaker
“launched into the future and predicted that the place would one
day have a population of 50,000.” He was howled down with
yells of “town lots, town lots,” the audience suspecting that he
had lots to sell them and was humbugging the people as to the
town’s future greatness, merely to help along his sales.

Chicago was but an exaggerated replica of what then hap-
pened in many other new western cities. The speculation craze
also affected the more settled eastern regions. It was especially
violent in New York City and in Buffalo. Philip Hone, noted in
his diary, on February 23, 1836, that “Twenty lots in the ‘burned
district’ of New York . . . were sold at auction this day . . . at
most enormous prices, greater than they would have brought be-
fore the fire in 1835, when covered with valuable buildings.”

On March 8, he again wrote: “I have this day sold my house
in which I live, No. 255 Broadway . . . for $60,000. . . . I
made a large profit, but the rage for speculation is at present so
high that it will prove an excellent purchase.”

Suburban lots in Manhattan and on Long Island rose enor-
mously in value. “Lots two miles from City Hall,” Hone noted,

* Society in America, Vol. 11, pp. 259, 260.
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“are worth $8,000 or $10,000. Even in the eleventh ward toward
the East River, where they sold two or three years ago for $2,000
or $3,000, they are held now at $4,000 and $5,000. Everything is
in the same proportion. The market is higher now than I have
ever known it.” Yet, about a year later (May 26, 1837), he re-
marks, facetiously: “Lots which a year ago were rough edge
guineas, and brought any price for fear they might run away,
stand now in the same places and do not look nearly so pleasant
nor so valuable as they did then.”

Mr. Guy H. Salisbury, Buffalo historian, states that by com-
paring the prices of lots in that city in 1836, as shown by the
Buffalo Land Register, with what the same property would bring
in 1863 (the year he was writing), “our prices at this time are
less than one-half as high as they were then.” The number of
Buffalo real estate transactions during the boom was enormous.
“As far as the records show,” says Mr. Salisbury, “there were
some twelve thousand deeds (in 1836) mostly for city property.”
The deeds do not cover contract sales, which were probably much
more numerous. Following the 1837 collapse, lands in and around
Buffalo “were a drug on the market and could hardly be dis-
posed of at any price. Sales were made mostly for outer lots at
from one-tenth to one-twentieth of the prices they bore in ’36.”%°

Even in the secluded inland town of Auburn, N. Y., the craze
was severely felt. William H. Seward, whose home was in Au-
burn, and who built up a larger fortune in land deals than in
law practice or in politics, wrote on February 8, 1835: “A great
rage for speculation in real estate has arisen here. Property has
advanced about 25 per cent, and sells readily. This gives me repu-
tation of increase of property. Whether I realize it or not will
depend upon whether I sell while the fever is upon us.”?® Yet
Seward, in 1835, was modest in his estimate of the rise in real
estate values in his home town, for his son and collaborator men-
tions that the next year “houses and village lots advantageously
located rose suddenly to seven times their former values,” and
that the town of Auburn was extended on paper to over four
times its previous space.?’

% Buffalo Historical Society Publications, Vol. IV, pp. 317-336.
*® dutobiography of Frederick W. Seward, Vol. 1, p. 251.
7 Ibid., p. 310.
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Not all the “booming” was in town lots. Suburban develop-

ments also participated in the spectacular speculation of this pe-
riod. J. L. & S. Joseph & Co. diversified their activities in land
promotions. In addition to fostering deals in “Texas scrip,” they,
together with George A. Ward and other New Yorkers, in 1836,
organized the “New Brighton Company.” Its purpose was to de-
velop an aristocratic suburban community on Staten Island. The
proposition soon perished, however. The banks foreclosed a mort-
gage of $470,000 on the property, and it was sold for a song.
The Stevens family, famous for engineering ingenuity, also made
efforts to attract population to their lands in Hoboken near Castle
Point, and in addition to spending large sums in improving this
Jersey suburb, and lowering the ferry rates, made offers from
time to time, of prizes for oratory and other contests of skill in
order to popularize the resort. The Swartwouts, famous in New
York City political annals, acquired a part of the Hackensack
meadows from the Stevens family, and in imitation of their
Dutch ancestors, made large outlays to reclaim the lands from salt
water. “They made seven and a half miles of embankment. . . .
They dug 120 miles of ditches. They reclaimed 1,300 acres. .
It was expected that all the vegetables that would ever be needed
in New York could grow upon these fields. They had reason to
hope for success when they saw before them 4,000 acres of garden
within sight of Trinity steeple.”2?

They conceived the idea that these swamps could be made into
suburban plots as well as cattle grazing grounds and truck gar-
dens. They organized a dairy company, and offered shareholders
twenty-five gallons of milk a share annually, in lieu of dividends.
They soon discovered, however, that mosquitoes drive away hu-
man beings, that cows can’t swim, and vegetables don’t thrive in
salt marshes. They sought loans from the City of New York and
in Holland without success, and before Samuel Swartwout ended
his turbulent political career by abstracting funds belonging to
the national till, the whole project floundered. A portion of the
Swartwout swamps came into possession of the United States. It
was held for a number of years, in the expectation that it would
increase in value, but was finally disposed of.

® Walter Barrett, The Old Merchants of New York (18s5), Vol. IV, p. 253.
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Some of the suburban developments of this period met with
fair success and still survive, Noteworthy among these is the
Canton Company, of Baltimore. This concern, created in 1828, to
develop an industrial and shipping section of the Monumental
City, has attracted speculative interest for more than a century.
Peter Cooper was early concerned in it, and when its success
seemed doubtful, because the Baltimore and Ohio Railroad could
not find a suitable means of propelling cars, the New York capi-
talist applied his inventive genius to the construction of the first
genuine American locomotive—the Tom Thumb. Later, the Can-
ton Company had its shares listed on the New York Stock Ex-
change, and in this way old “Uncle” Daniel Drew obtained an
influential interest in its affairs. Its progress has been slow, how-
ever, and after a century of plodding, its property has been finally
taken over by the Pennsylvania Railroad at the neat sum, ac-
cording to reports, of $13,000,000.

The East Boston Company is another industrial suburban de-
velopment, organized in 1835, which has also survived the
changing conditions of a century and still is in existence. Its share-
holders had a rocky road to travel, however, in the years imme-
diately following the panic. In 18335, the shares of the East Boston
Company were quoted at 185. In 1838, the price slumped to 734
and later reached as low as $4 per share.

It is not meant to create the impression that all who were con-
cerned in the wild real estate and land schemes just prior to ‘the
Panic of 1837 met with misfortune. Many realized large profits,
and were started on the road to further wealth. Charles Butler
and William B. Ogden both came out ahead of the game, though
their American Land Company went to pieces. Butler bought a
plot in Chicago from Arthur Bronson (who paid $20,000 for it)
for $100,000, and soon sold a one-third parcel of it in lots for
the same amount. He also made other profitable sales before the
crash. Gardner S. Hubbard, in 1834, purchased 8o acres near
Chicago at $5,000. He then made it into an ‘“‘addition” to the
town, went to New York and sold one-half of it, which he had
plotted into lots, at auction, for $80,000. Similar tales of fabulous
gain may be told of others, but compared with the more numerous
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cases of lost fortunes, these successful “profiteers” are the ex-
ception rather than the rule.?®

William B. Ogden, the “general agent,” of the American Land
Company, was not discouraged by the financial collapse which he
personally witnessed at Chicago. At least, he did not abandon the
place. Instead, he remained there, and became the first mayor of
the “city” and its most prominent citizen. He continued to buy
land and lots, and became the most progressive and active railroad
promoter in the West. He subsequently was elected president of
the Union Pacific Railroad, and this is the reason why its western
terminal in Utah bears his name. Regarding his successful real
estate operations after the 1837 debacle, Ogden’s notebook states:
“I purchased in 1845 property [in Chicago] for $15,000, which
twenty years thereafter [in 1865] was worth ten millions of dol-
lars. In 1844, I purchased for $8,000, what eight years thereafter
sold for three millions of dollars, and these cases could be ex-
tended almost indefinitely.”3°

But, of course, all these purchases were made in a period when
speculation had been crushed, and when the pendulum of property
values swung an equal distance in the downward direction. It took
almost a decade for the country to recover from the shock of the
1837 collapse. In the intervening period, convalescence was slow,
and land speculators were so much disheartened that it required
a new generation to prepare the stage for another boom period.

® Moses and Kirkland, op. cit., p. ¢8.
2 William B. Ogden and Ear!y Day: tn Chicago, by Hon. Isaac N. Arnold,
Fergus Historical Series, No. 17, p. 22.



