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REPORTS AND OTHER DOCUMENTS.

REPORT OF THE SECRETARY OF THE
TREASURY,
With his Plan jur supporting Public Oredit

“The Secretary of the Treasury, in obedience
(o the resalution of the House of Representa-
tives, of the twenty-first day of September last,
has, daring the recess of Cogress, applied
himself to the consideration of a proper plan for
the support of the public credif, with all_the
attention which was due to the authority of the
House and t the magnitude of the object.

In the discharge of this duty, he has felt, in
no small degree, the anxieties which natarally
flow from a just estimate of the difficulty of the
task, from a ‘well founded diffidence of his own
qualifications for executing it with success,
and from a deepaud solemn_conviction of the
woinentous naturc of the truth contained in the
vesolution_under which his juvestigation has
been conducted: ** That an adequate provi
sion for the support of the public. credit is a
watter of high importance to the honor and
prosperity of the United States.”

With an ardent desirc that his well-meant
endeavors may be conducive to the real advan-
tage of the nation, and with the utmost defer-
ence o the superior judgment of the House, he
now respectlully submits the vesultof his ingui-
+ies and reflections fo their indulgent construc-
tion.

Tn the opinjon of (he Secrctuy, the wisdom
of the [ouse in giving their explicit sanction to
the proposition which has been stated cannot
but be applauded by all who will seriously con-
sider and trace through (heic obvious conse-
quences (hese plain and undeniable truths.

That exigencies are to be expected to occur
in the affairs of nations, in which there will be
a necessity for borrowing,

‘That loans in times of public dangex, espe-
cially from foreign war, are found an indispen-
sable resource, even (0 the wealthiest of them.

And thatina country, which, like this, is pos-
sessed of little active v eaith, or, in other words,
title moneyed_capital, the’ necessity for that
vesource ntst, in such emergencies, e propor-
tinably urgent.

And_as on the one hend, the necessity for
borrowing, in particular emergencies, cannot be
doubted, 30 on the other it 1 equally evident
that to be able to borraw, upon good terms, it

is essential that the credit of a nation should be |

well established. R

For when the credit of a country is in any
degree questionable, it never fails to give an
eravagint premium, in one shape or another,
upon all the loans it has occasion to make. Nor
does the evil end here; (he same disadvantage
must be sustained upon whatever is to be
bought on terms of futare payment.

From this constant necessity of borrowing

130

and buying dear, is easy to conceive how im-
mensely the expenses of a nation in a course of
time will be augmented by an unsound state of
the public credit.

To attempt to enumerate the complicated
variety of mischiefs in the whole system of the
social economy which proceed from 1 neglect of
the maxims that uphold_public credit, and jus-
4ify the_solicitude manifested by the House on
this point would be an improper intrusion on
their time and paticnce.

In so strong a light, nevertheless, do they
appear to the Secretary, that on their due ob-
servance, at the present critical juncture, ma-
terially depends, in his judgment, the indivi-
dual and aggregate prosperity of the citizens of
the United States; their relief from the embar-
rassments they now experience; their charac-
ter as a people; the cause of good Government.

1" the maintenance of public credit, then, be
truly so important, the next inquiry which sug-
gests itself is, by what means is it lo be effec(-
ed? The ready answer to which gquestion is,
by good faith, by a punctual performance of
contracts. States, like individuals, who ob-
serve their engagements, are respecled and
trusteds while the reverse is the fale of those
who pursue an opposite conduct.

Every breach of the public engagements,
whether {rom choice or necessity, is 1o differ-
ent_ degress hurtful to public credit. -When
such a necessity dues truly exist, the evils of
it are only to be palliated by a scrupulous atten-
tion, on the part of the Government, to carry
the violation no further than the necessity ab-
solutely requires, and to manifest, if the nature
of the case admits of it, a sincere disposition to
make reparation whenever circumstances shall
permit.  But with every possible mitigation,
credit must suffer, and numerous mischiefs en-
sue. It is therefore highly important, when
an appearance of necessity seems to press upon
the public councils, that they should examine
well its reality, and be perfectly assured that
there is no method of escaping from it, before
| they yield to its suggestions. For though it
+ cannot safely be affirmed that occasions have
| never existed, or way not exist, in which viola-
| tions of the public futh, in this respect, are in-

evitable, yet therc is great reason (o befieve that
they exist far less frequently than precedents
indicate; and are oftenest “either pretended
through fevity ot want of frmness, or supposed
through want of knowledge. Expedients might
often have been devised to eftect, consistently
with good faith, what has been done in contra-
vention of it. Those who are most commonly
creditors of a nation are, generally speaking,
enlightened men; and there are signal exam.
ples to warrant a conclusion, that when a candid
and fair appeal is made to them they will un-
derstand  their true interest too well to refuse
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their concurrence in such modifications of their
claims as any veal necessity may demand.

While the observance of that good faith,
which is the basis of public credit, is recom
mended by the strongest inducements of politi-
cal expediency, it is enforced by considerations
of still %‘(ca!er authority, There are arguments
for it which rest on the imwmutable principles of
moral obligations and in proportion as the mind
i disposed to contemplate, in the order of Pro-
vidence, an intimate connexion between public
virtue and public happiness, will be its repug-
nancy to a violation of those principles.

‘This refection derives additional strength
from the nature of the debt of the United States.
It was the price of liberty. The faith of Awme-
rica has been repeatedly pledged for it,and with
solemnities that give peculiar force to the obli-

ation. There is, indeed, great reason to regret
that it has not hitherto been kept; that the ne-
cessities of the war, conspiring with inexperi-
ence on the subject of finance, produced direct
infractions; and that the subsequent period has
been a continued scene of negative violation,
or non-compliance. But a diminution of this
regret -arises from the reflection that the last
seven years have exhibited an earnest and uni-
form_effort, on the part of the Government of
the Union, to retrieve the national credit by do-
ing justice to the creditorsof the nation; and that
the embarrassments of a defective Constitution,
which defeated this laudable effort, had ceased.

From this evidence of a favorable disposition,
given by 4 former Government, the institution
of a new one, clothed with powers competent
1o calling forth the resources of the community,
has excited correspondent expectations, A ge-
neral beliel accordingly prevails that the credit
of the United States will quickly be establish-
ed on the firm foundation of an effectual pro;
sion for the existing debt. The influence which
this has had at home s witnessed by the rapid
increase that has"takeu place in the market va-
Tue of the public securities. From January to
November they rose thirty-three and a third

er cent.,and from that period to this time they
Pave risen fifty per cent. more and the intellr.
gence from abroad announces effects propor-
tionably favorable to our national credit and
consequence.

It cannot but merit particular attention that
among ourselves the most enlightened friends
of good government are those whose expecta-
tions are the highest.

"Fo justify and preserve their coufidence; to
promote the increasing respectability of the
American hame; to answer the calls of justice;
1o restore landed property to its due values to
farnish new resources both to agriculture and
commerce; to cement wore closely the union
of the States; to add to their security against
Foreign attacks to establish public order on the
basis of an upright and liberal policy—these

-are the great and 1avaluable ends to be secured
by # proper and adequate provision at the pre-
sent period for the support of public credit.

“F'o this provision we ave invited, not only by
the general considerations swhich have been no-
ticed, but by others of a more particular na-
ture. t will procure to every class of the
community some important advaniages, and
remove some no less important disadvaniages.

The advantage to the public creditors fron
the increased value of that part of their pro-
perty which constitutes the public debt, nee
na explanation,

But there is a consequence of this, less ob-
vious though not less true, in which every other
citizen is mterested. Itis a well-known fact,
that in countries where the national debt is
properly funded, and an object of undoubted
confidence, it answers most of the purposes of
money. 'Lransfers of stock or public debt are

| there equivalent to payments in species or in

other words stock, in the principal transactions
of business, passes curent as specie. The
same thing would, in all probability, happen
here under the like circumstances.

‘The benefits of this are various and obvious.

First. Trade is extended by it; because there
is a larger capital to carry it on, and the mer-
chant can at the same time afford to trade for
smaller profits; as his stock which, when un-
employed, brings him in an interest from the
Government, serves him also as money, when
he hasa call for it in his commercial operations..

Secondly. Agriculture and manufactures ave
also promoted by it: for the like reason, the
more capital can be commanded to be employ-
ed in both; and because the merchant, whose
enterprise in foreign trade gives to them acti-
vity and extension, has greater means for en-
terpris

y. The inlerest of money will be fow-
ered by it; for this is always in a ratio to the
quantity. of money, and to the quickness of cir-
culation. ‘This circumstance will enable both
the public and individuals to borrow on easier
and cheaper terms.

And from the combination of these effects
additional aids will be furnished to labor, to
industry, and to acts of every Kind.

But these good effects of. a public debt are
only to be looked for when, by beiug well fund-
ed, it has acquired an adequate and stable va-
luc. ‘Till then it has rather a contrary tendency.
‘T'he fluctuation and iusecurity incident to it in
an unlunded state render it a mere commudity,
and a precarious one. As such, being only an
object of occasional and parlicular speculation,
all the wmoney applied to it is so much diverted
from (he more useful channels of circulation,
for which the thing itself affords no substitute;
50 that, in fact, one serious inconvenieuce of an
unfunded debt is that it contributes to the
scarcity of money.

This distinction, which has been ittle if at all
altended to, is of the greatest moment. It in-
volves a question immediately interesiing to
every part of the community; which is no other
than this: whether the public debt, by a provi-
sion for it on true principles, shall be rendered
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a substitute for money; or whether, by being
feft as it is, oc being provided for'in such a
manner as will wound  those principles, and
destroy confidence, it shall be suffered to con-
tinue, as it is,a pernicious n of our cash
from the channels of productive industey.

The effect which the funding of the public
debt, an right principles, would have on land-
e property, is one of the circamstances attend-
ing such an arrangement which has been least
adverted to, though it deserves the most parti-
culav altention. The present depreciated state
of that species of property is a serious calamity,
‘The value of cultivated lands in most of the
States has fallen since the Revolution from
twenty-five to thirty per cent. In thuse [urther
South’ the decrease is still more considerable.
Indeed, if the representations conlin\mlli/ re-
ceived from that quarter may be credited, lands
there will command no price which may not
be deemed an almost totn?sar.riﬁce.

“This decrease in the value of lands ought,
in a great measure, (0 be attributed to the scar-
city of money; consequently whatever produces
an augmentation of the moneyed capital of the
Ccountry must have a_proportionable effect in
raising that value. The beneficial tendency
of a funded debt in this respect has been mani-
fosted by the most decisive expetience in Great |
Britain. |

|
|
|

"The proprietors of Jands would not only feel
the benefit of this increase in the value of their
property, and of a more prompt and better sale,
when they had, occasion to sell, but the neces-
sity of selling would be itself greatly diminish-
ed. As the same cause would contribute to
the facility of loans, there is reason to belicve
that such of them is are indebted would be|
able through that resource to satisfy their more |
argent creditors. |

Tt ought not, however, to be expected that the |
advantages, described as likely to result from
funding the public debt, would be instanta-|
neous. Tt might require some time to bring the |
value uf stock to its natural level, and to attach |
to it that fixed confidence which is necessary
to its quality as money.- Yetthe late rapid rise n(]
the public securities encourages an expectation |
that the progress of stack to the desirable point
will be much more expeditions than could have
been foreseen. And as in the mean time it
will be increasing in value, there is room to
conclude that it will from the outset answer
many of the purposes in contemplation. Parti-
cularly it seems to be probable that from cre-
ditors, who are not themselves necessitous, it
will early meet with a ready reception in pay-
ment of debts at its price current.

Having now taken a concise view of the in-
ducements to a proper provision for the public |
debt, the next inquiry which presents itselF is, |
what oughit to be the nature of such a provision?
“This requires some preliminary discussions.

It is agreed on all hands that that part of the
debt which has been contracted abroad, and is
denominated the foreign debt, ought to be pro-

vided for, according to the precise terms of the
contracts relating to it. The discussions which
can arise, therefore, will have reference essen-
tially to the domestic part of it, or to that which
has ‘been contracted at home. It is to be re-
gretted that there is not the same unanimity of
Sentiment on this part as on the other.

‘The Secretary has too much deference for
the opinions of every part of the community,
not to have abserved one which has, more than
once, made its appearance in the public prints,
and which is occasionally to be met with in
conversation. 1t involves this question, whe-
ther a discrimination ought not to be made be-
tween origiual holders of the public securities
and the present possessors by purchase. Those
who advocate a discrimination are for making
a full provision for the securities of the former
at their nominal value, but contend that the
Iatter ought to receive no more than the cost to
them, and the interest; and the idea is some-
times suggested of making good the difference
to the prunilive possessor-

In favor of this Scheme it is alleged that it
would be unreasonable (o pay twenty shillings
in the pound to one who had not given more for
it than three or four; and it is added that it
would be hard to aggravate the wisfortune of
the first owner, who, probably through necessi-
ty, parted with his property at so great a loss,
by obliging him to contribufe to the profit of the
person who had speculated on his distresses.

‘The Secretary, after the most mature reflec-
tion on the force of this argument, is induced
to reject the doctrine it contains as equally
unjust and impolitic, as highly injurious even
to the original holders of public securities, as
ruinous to public credit.

1t is inconsistent with justice, because, in
the first place, it is a breach of contract, in
violation of the rights of a fair purchaser.

“The nature of the contract in its origin is,
that the public will paythe sum expressed in
the security to the first holder or his assignee,
The intent in making the security assignable is
that the proprietor may be able fo make use of
his property by selling it'for as much as it may
be worth in the market, and that the buyer may
be safe iu the purchase.

Every buyer, therefore, stands exactly in the
place of the seller, has the same right with him
to the identical sum expressed in the security,
and having acquired that right, by fair pucchase,
and in conformity to the original agreement
and intention of Government, his claim cannot
De disputed without manifest injustice.

"That he is to be considered as a fair purchas-
er results from this: whatever necessity the
seller may have been under was occasioned by
the Government in not making a proper provi-
sion for its debts. The buyer had no agehcy
init, and therefore ought not to suffer. He is
not even chargeable with having taken an undue
advantage. He paid what the commodity was
worth in the market, and took the risks of re-
imbursement upon himself. He of course gave
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a fair equivalent, and ought to reap the benefit
of his hazard; a hazard which was far from in-
cousiderable, and which, perhaps, turned on
little less than a revolution in Government.

‘That the case of those who parted with their
securities from necessity is & hard one canno:
be denied. But whatever complaint of injury
or claim of redress they may have respects the
Government solely. They have not only no-
thing to abject to the persons who relieved their
necessities by giving them the current price of
their property, but {hey are even under an im-
plied condition to contribute to the reimburse-
ment of those persons. They knew that, by the
termns of the contract with themselves, the pub-
Jic were bound to pay to those to whom they
should convey their title the sums stipulated to
be paid to them; and that as citizens of the
United States they were to bear their propor-
tion of the contribution for that purpose. This,
Dy the act of assignment, they tacitly engage (o
do; and if they had an_option, they could not,
with integrity or good faith, refuse to do it with.
out the consent of those to whom they sold.

But thoogh many of the original holders sold
from necessity, it does not follow that this was
the case with all of them. It may well be sup-
posed that some of them did it either through
want of confidence in an eventual provision, or
from the allurements of some_profitable specu-
lation. How shall these different classes be
discriminated from each other? How shall it
be ascertained, in any case, that the money
which the original holder obtained for his secu-
Tity was not more beneficial to him than if he
had held it to the present time, to avail himself
tof the provision which shall be made? How
shall it be known, whether, if the purchaser had
employed his money in some other way, he
would not be in a better situation than by hav-
ing applied it in the purchase of securities,
though he should now receive the full amount?
Andif neither of these things can be known,
how shall it be determined whether a diserimi-
nation, independent of the breach of contract,
would not do a real injury to purchasers; and
if it included a compensation to the primitive
proprietors, would ot give them an advanfage
%0 which they had no equitable pretensions.

1t may well be imagined, also, that there are
not wanting instances in_which individuals,
urged by a present necessity, parted with the
securities received by them from the public,
and shortly after replaced them with Sthers a3
an indemnity for their first loss. Shall they be
deprived of the indemnity which they have
endeavored o secure by so provident an ar-
rangement?

uestions of this sort, on a close inspection,

multiply themselves without end, and demon-
strate l{c injustice of a discrimination, even on
the most subtile calculations of equity abstract-
ed from the obligation of contract,

‘The difficulties, too, of regulating the details
of & plan for that purpose, which would have
even the semblance of equity, would be found

immense. It may well be doubted whether
they would not be insarmountable, and replete
with such absurd as-well as inequitable conse-
quences as to disgust even the proposers of the
measure,

As a specimen of its capricious_operation it
will be sufficient to notice the effect it would
have on two persons, who may be supposed
two years ago to have purchased each securities
at three shillings in the pound, and one of them
to retain those bought by him till the diserimi-
nation should take place; the other to have
parted with those bought by him, within a month
past, at nine shillings. The former, who had
had most confidence in the Government, would
in this case only. receive at the rate of three
shillings and the interest; while the latter, who
had had less confidence, would receive for what
cost him the same money at the rate of mpe
shillings, and his representative, standing in
his place, would be entitled to a like rate.

"The impolicy of a discrimination results from
two considerations; one, that it proceeds upon
a principle destructive of that quality of the
puElic debt, or the stock of the nation, which
15 essential to its capacity for answering the.
purposes of money—that is, the security of
transfer. 'The other, that as wellon this ac-
count as because it inclndes a breach of faith,
it renders property in the funds less valuable;
consequently induces leuders to demand a high-
er premium for what they lend, and produces
every otherinconvenicnce of a bad state of pub-
lic cred

Tt will be perceived at first sight, that the
transferable quality of stock is essential fo its
operation as money, and that this depends on
the idea of complefe security to the transferee,
and a firm persuasion that no distinction can,
in any circumstances, be made between him
and the original proprietor.

The precedent of an_invasion of this funda-
mental principle would of course tend to, de-
prive the community of an advantage with
which o temporary saving could bear the least
comparison,

And it will as readily be perceived, that the
same cause would operate a diminution of the
value of stock in the hands of the first as well
as of every other holder. The price, which any
man who should incline to purchase would be
willing to give for it, would be in a_compound
ratio to the immediate chance of the profit it
afforded, and to the continuance of his profit. If
there was supposed to be any hazard of the lat-
ter, the risk would be taken into the calcula-
tion, and either there would be no purchase at
all, orit would be ata proportionably less price.

For this dimination of the value of stock,
every person who should be about to lend to the
Government would demand a_compensation,
and would add to the actual difference between
the nominal and the market value, an equiva-
lent for the chance of greater decrease; which,
in a precarions state of public credit, is always
to be taken into the account.
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Every compensation of this sort, it is evi-
dent, would be an absolute loss to the Govern-
ment.

In the preceding discussion_of the impolicy
of a discrimination, the injurious tendency of
it to those who continue to be the holders of the
securities they received from the Government
has been esplained. Nothing need be added on
this head, except that it is an additional and in-
teresting light, in which the injustice of the
measure may be seen. It would not only divest
present proprietors by purchase of the rights
they had acquired under the sanction of public
faith, but it would depreciate the property of
the remaining original holders.

Tt is equally unnecessary to add any thing to
what has been already said, to demonstrate the
fatal influence which the principle of discrimi-
nation would have on the public credit.

But there is still a point of view in which it
will appear, perhaps, even more exceptionable
than in either of the former—it would be re-
pugnant to an express provision of the Consti-
tution of the United States. This provision is,
that ““all debts contracted, and engagements
entered into before the adoption of that Consti-
tution, shall be as valid against the Unit
States under it, as under the Confederation,”
which amounts to a constitutional ratification
of the contracts respecting the debt, in the state
in which they existed under the Confederation.
And resorting to that standard, there can be
o doubt that the rights of assignee and origi-
nal holders must be considered as equal.

In_esploding thus fully the principle of dis-
crimination, the Secretary i» happy in reflect-
ing that he is only the advocate of what has
been already sanctioned by the formal and ex-
press authority of the Government of the Union,
in these emphatic tevms: ** The remaining class
of creditors (say Congress in their circular ad-
dress to the States of the 26th April, 1783) is
composed partly of such of our fellow-citizens
as originally lent to the public the use of their
funds, orhave since manifested most confidence
in their country, by receiving transfers from
the lenders; and partly of those whose property
has been either advanced or assumed for the,
public service. To discriminate the merits of
these several descriptions of creilitors would
be a task equally uunccessacyand invidious. 1f
the voice of humanity plead more loudly in fa-
vor of some than of others, the voice'of policy,
1o less than of justice, pleads in favor of all. A
wise nation will never permit those who relieve
the wants of their country, or who rely most
on its faith, its firmness, and its resources,
when either of them is distrusted, to suffer by
the event.”

The Secretary concluding, that a discrimin:
tion between the different classes of credito
of the United States cannot with propnzlﬁ be
made, proceeds to examine whether a difter-
ence ought to be permitted to remain between
them and another description of public credi-
tors—those of the States individually.

‘The Secretary, after mature reflection on this
point, entertains a foll conviction that an as-
zumplion of the debts of the particular States
by the Union, and a like provision for them as
for those of the Union, wi
sound policy.and substantial justice.

It would, in the opinion of the Secretary,
contribute, in an eminent degree, toan orderly,
stable, and satisfactory arrangement of the na-
tional finances,

Admitting, as ought to be the case, that a
provision must be made in some way or other
for the entire debt, it will follow that no great-
er revenues will be required, whether that pro-
vision be made wholly by the United States, or
partly by them, and pactly by the States sepa-
rately. :

The principal question then must be, whether
such a provision cannot be more conveniently
and effectually made by one general plan, issi-
ing from oue authority, than by different plans
originating in different authorities.

In the first case there can be no competition
for resources; in the last, there must be such a
competition. . ‘The consequence of this, without
the greatest caution on both sides, might be in-
terfering regulations, and thence collision and
confusion. - Particular branches of industry
might also be oppressed by it. The most pro-
ductive objects of revenue are not numerous.
Either these must be wholly engrossed by one
side, which might lessen the efficacy of the pro-
visions by the ather, or both must have recourse
to the same objects in different modes, which
‘might uccasion an accumalation upon them be-
yond what they could properly bear. _If this
should not happen, the caution requisite_to
avoiding it would prevent the revenue’s deriv-
ing the full benelit of each object. The danger
of interference and of excess would be apt {o
iinpose restraints very unfriendly to the com-
plete command of those resources, which are
the most convenicnt, and to compel the having
recourse to others less eligible in themselves,
and less agreeable to the community.

‘The difficalty of an effectual command of the
public resources, in case of separate provisions
for the debt, may be seen in another and per-
haps wore striking light. 1t would naturally
happen that different States, from local con-
siderations, would, in some instances, have re-
course to different objects, in others, to the same
objects in different degrees, for procuring the
funds of which they stood in need. "It is easy
to conceive how this diversity would affect the
aggregate revenue of the countey. By the sup-
position, articles which yielded a full supply in
some States, would yield nothing or au insufi-
cient product, in others,  And hence the pub-
lic revenue would not derive the full benefit of
those articles from State regulations. Neither
could the deficiencies tie made good by those of
the Union. It is a provision of the national
Constitution, that *“all duties, imposts, and ex-
cises, shall be uniform throughout the United
tes.”  And as the General Government

ill be a measure of
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wonld be under the necessity, from motives of
Kolicy, of paying regard to the duty which may

ave been previously imposed upon any article,
though but in a single State, it would be con-
strained either to refrain wholly from any fur-
ther imposition upon such articles where it had
been already rated as high as was proper, or to
confine itself to the difference between the ex-
isting rate, and what the articles would reason-
ably bear. Thus the pre-occupancy of an arti-
cle by a single State would tend to arrest or
abridge the impositions of the Union on that
article. And as it is supposable that a great
variety of articles might be placed in this situ-
ation, by dissimilar arrangements of the parfi-
cular States, it is evident that the aggregate re-
venue of the country would be likely to be
very materially contracted by the plan of sepa-
rate provisions,

If all the public creditors receive their dues
from one source, distributed with an equal
hand, their interest will be the same. And hav-
ing the same interests, they will unite in_the
support of the fiscal arrangements of the Gov-
ernment; as these, too, can be made with
more convenience'where there is 1o competi-
tion. These circumstances combined will en-
sure to the revenue laws a more ready and more
satisfactory execution.

If, on the contrary, there are distinct provi-
sions, there will be distinct interests, drawing
different ways. That union and concert of
views, among the creditors, which in every Go-
vernment is of great importance to their secu-
rity, and that of public credit, will not only not
exist, but will be likely to give place to mutual
jealonsy and opposition. And from this cause,
the operation of the systems which may be
adopted both by the particular States and the
Union, with relation to their respective debts,
will be in danger of being counteracted.

There ave several reasons which render it
probable that the situation of the Slate creditors
would be worse than that of the creditors of the
Umon, if there be not a national assumption of
the State deb! Of these it will be sufficient
to mention twos one, that a principal branch of
revenne is exclusively vested in the Union; the
other, that a State must always be checked in
the i\nFosilion of taxes on articles of consump-
tion, from the want of power to extend_the
same regulation to the other States, and from
the tendency of partial duties to injure its in-
dustry and “commerce. Should the State cre-
ditors stand upon a less eligible footing than
the others, it is unnatural to expect they would
see with pleasure a provision for them. The
influence which their dissatisfaction might have
could not but operate injuriously, buth for the
creditors and credit of the United States.

Hence it is even the interest of the creditors
of the Union, that those of the individual States
should be comprehended in a general provision.
Any attempt to secure to the former either ex-
clusive or peculiar advantages would material-
ly hazard dheirinterests.

Neither would it be just that one class of the
public creditors should be more favored than
the other. The objects for which both descrip-
tions of the debt were contracted are, in the
main, the same. Indeed a great part of the par-
ticular debts of the States has arisen from as-
sumptions by them on account of the Union.
And it is most equitable that there should be
the same measure of retribution for all.

‘There is an objection, however, toan assump-
tion of the State debts, which deserves particu-
lar notice. It may be supposed that it ‘would
increase the difficulty of an equitable settle-
ment between them and the United States.

‘The principles of that settlement, whenever
they shall be discussed, will requireall the mo-
deration_ and wisdom of the Government. In
the opinion of the Secretary, that discussion,
tll further lights are obtained, would be pre-
mature.

All, therefore, which he would now think
advisable on the point in question would be,
that the amount of the debts assumed and pt
vided for should be charged to the respective
States, to abide an eventual arrangement. This
the United States, as assignees to the creditors,
should have an indisputable right to do.

But as it might be a satisfaction to the House
to have before them some plan for the liquida-
tion of accounts between the Union and its
members, which, including the assumption of
the State debts, would consist with equity,
the Secretary will submit in this place such
thoughts on the subject as have occurred to his
own mind, or been suggested fo him, most
cmnﬁaﬁhlc, in his judgment, with the end pro-

osed.
P°Llet cach State be charged with all the mo-
ney advanced to it out of the Treasury of the
United States, liquidated according to the spe-
cie value, at the time of each advance, with
interest al six per cent.

Let it also be charged with the amount, in
specie value, of all its securities which shall
be assumed, with the interest upon them to the
time when intevest shall become payable by the
United States.

Let it be credited for all moneys paid and
articles furnished to the United States, and for
all other expenditures during the war, either
towards general or particular defence, whether
authorized or unauthorized by the United
States; the whole liquidated to specie value,
and bearing an interest of six per cent. from
the several times at which the several payments,
advances, and expenditures, accrued.

And let all sums of the Continental money
now in the treasuries of the respective States,
which shall be paid into the Treasury of the
United States, be credited at specie value.

Upon a statement of the accounts according
to these principles, there can be little doubt
that balances would appear in favor of all the
States against the United States.

To equalise the contributions of the States,
let each be then charged with its proportion of
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the aggregate of those balances, according to
some equitable ratio, to be devised for that
purpose.

1i the contributions should be found dispro-
portionate, the result of this adjustment would
be that some States would be creditors, some
debtors to the Union.

Should this be the case, it will be attended
with inconvenience for the United States
to have to pay balances to than to receive them
frow the particular States; it may, perhaps, be
practicable to effect the former by a second
process, in the nature of a transfer of the
amount of the debts of the debtor States, to the
credit of the creditor States, observing the ratio
by which the first apportionment shall have
been made. This, whilst it would destroy the
balances due from the former, wounld increase
those. due to_the latter: these to beprovided
for by the United States, at a reasonable inter-
est, but not to be transferable.

The expediency of this second process must
depend on a knowledge of the result of the first.
If the inequalities_should be too great, the ar-
rangement may be impracticable without undu-
ly increasing the debt of the United States.
But it is not likely that this would be the case.
It is also to be remarked, that though_this se-
cond process might not, upon the principle of
apportionment, bring the thing to the point
aimed at, yet it may approach so nearly to itas
to avoid essentially the embarrassment of hav-
ing considerable balances to collect from any of
the States

‘The whole of this arrangement to be under
the superintendence of Commissioners, vested
with equitable discretion, and final authority.

The general principle of it seems to be equi-
wable, for it appears difficult to conceive a good
reason why the expenses for the particular de-
fence of a part in a common war should not be
a common charge, as well as those incurred
professedly for the general defence. The de-
fence of each part is that of the whole; and
unless all the expenditures are brought into a
common mass, the tendency must be to add to
the calamities suffered, by being the most ex-
posed to the ravages of war, and increase of
burthens.

“Lhe plan seems to be susceptible of noobjec-
tion which does not belong to every other that
proceeds on_the idea of a final adjustment of
accounts. The difficulty of settling a ratio is
common to all. This wast, probably, either be
sought for in the proportious of the requisitions
during the war, or in the decision of Commis-
ners appointed with plenary power. The
rule prescribed in the Constitufion with regard
to representation and direct taxes would ey
dently not be applicable to the situation of pas
ties during the period in question,

"The existing debt of the United States is ex-
cluded from the computation, as it ought ta be,
because it will be provided for out of a general
fund.

"The only discussion of 4 preluninary kind

which remains, relates to the distinctions of the
debt into principal and_interest. It is well
known that the arrears of the latter bear alarge
proportion to the amount of the former. ‘The
mediate payment of these arrears is evident-
y impracticable, and a question arises, what
ought to be done with them?

There is goud reason to conclude, that the
impressions of many are more favorable to the
claim of the principal, than to that of the inter-
est; at leastso far as to produce an opinion that
an inferior provision might suffice for the latter.

But to the Secretary this opinion does not
appear to be well founded. His investigations
of the subject have led him to a conclusion that
the arvears of interest have pretensions at least
equal to the principal.

“The liquidated debt, traced to its origin, falls
under two principal discriminations. One, re-
lating to loans; the other, to services perform-
ed and articles supplied,

“The part arising from loans wasat first made
payable at fixed periods, which have long since
elapsed, with an early option to lenders either
to receive back their ‘money at the expiration
of those periods, or to continue it at interest
until the whole amount of Continental bils cir-
culating should not exceed the sum in circula-
tion at the time of each loan. This contingen-
cy, in the sense of the contract, never happened;
and the presumption is, that the creditors pre-
ferred continuing their money indefinitely at
interest to receiving it in a depreciated and
depreciating state.

“The other parts of it were chiefly for objects
which ought to have been paid for at the fime;
that is, when the services were perforned or
the supplies furnished, and were not accompa-
nied with any contract for interest. But by
different acts of Government and the Adminis-
tration, concurred in by the creditors, these
parts of the debt have been converted into a
capital bearing an interest of six per cent. per
annum, but without definite period of redemp-
tion. A portion of the Loan-office debt has been
exchanged for new securities of that import;
and the whole of it seems to have acquired that
character after the expiration of the periods
fixed for repayment.

If this view of the subject be a just one, the
capital of the debt of the United States may be
considered in the light of an annuity, at the
rate of six per cent, per annum, redeemable at
the pleasure of the Government, by payment o
the principal. For it seems to be a clear posi-
tion, that when a public contracts a debt paya-
ble with interest, without any precise {ime b
ing stipulated or understood for payment of th
capital, that time is a_matter of pure discr
tion with the Government, which isat liberty to
consult its own convenience respecting it, tak-
ing cave to pay the interest with r'umctua\ity.

Whevelore, as long as the United States
should pay the interest of their debt, as it ac-
crued, their creditors would have no right o
demand the principal.
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But with regard to thearrears of interest, the
case is different. These are now due, and those
fo whom they ave due have a right to claim
immediate payment. To say that it would be
impracticable to comply, would not vary the
nature of the right. Nor can this idea of im-
practicability be honorably carried further than
to justify the proposition of a new contract
upon the basis of a commautation of that right
for an equivalent. This equivalent, too, ought
to be a real and fair one. And what other fair
equivalent can be imagined for the detention of
money, but a reasouable interest? Or what can
be the standard of that interest but the market
rate, or the rate which the Goveroment paysin
ordinary cases?

From this view of the matter, which appears
to be the accurate and true ove, it will follow
that the arrears of interest are entitled to an
equal provision with the principal of the debt.

"The result of the foregoing discussions is this:
‘That there ought to be no_disciimination be-
tween the original holders of the debt, and pre-
sent possessors by purchases that it is expedient
there should be an assumption of State debts
by the Union, and the arrears of interest should
be provided for on an equal footing with the
principal.

"The next inquiry in order, towards determin-
ing the nature of a proper provision, respects
the quantum of the debt, and the present rates
of interest -

"The debt of the Union is distinguishable into |
foreign and domestic.

The foreign debt
amounts to princi-
pals
Bearing an interest
of four, and partly
an interest of five
per cent.

Arrears of inter-
est to the last of De-
cember, 1789,

$10,070,307 00

1,640,071 62

Making together,

The domestic debt may be subdi-
vided into liquidated and unliquidat-
ed, principal and interest.

The principal of
the liquidated part
amounts to
Bearing an interest
of six per cent.

The arrears of i
teresto the end of
1790, amount to

$11,710,378 62

27,383,917 74

13,030,168 20

$40,144,085 94

Making together,

‘This includes all that has been
paid in indents (except what has
come into the Treasary of the Uni
cd States) which, in the opinion of
the Secretary, can be considered in
1o other light than as interest due.

The unliquidated part of the do-

mestic debt, which consists chiefly

of the Continental bills of credit, is
not ascertaied, but may be estimat
edat .

2,000,000 00

These several sums constitute the
whole of the debt of the United
States, amounting together to $54,124,464 56

‘That of the individual States is not equal-
ly well ascertained. ‘The Secretary, how-
ever, presumes that the total amount ma
be safely stated at twenty-five millions of dol-
lars, principal and interest. The present rate
of interest of the State debs is, in general, the
same with that of the domestic debt of the
Union. ;

On the supposition, that the arrears of inter-
est ought to be provided for on the same terms
with the principal, the annual amount of the
interest, which at the existing rates would be
payable on the entire mass of the public debt,
would be, R

On the foreign debt, computing
the interest on the principal as it
standls, and allowing four per cent.
on the arrears of interest,

On the domestic debt, including
that of the States,

$542,599 66
4,044,845 15

Making together, $4,587,44¢ 81

The interesting problem now occurs, Is it
in the power of the United States, consistently
with those prudential considerations which
ought ot to be overlooked, to make a provision
equal to the purpose of funding the whole debt,
at the tates of interest which it now bears, in
addition to the sum which will be necessary for
the current service of the Government?

The Secretary will not say that such a pro-
vision would exceed the abifities of the coun-
try; but he is clearly-of opinion, that to make
it'would require the extension of taxation to a
degree, and to objects, which the true interest
of the public creditor forbids. Itis therefore
to be hoped, and even to be expected, that they
will cheerfully concur in such modifications of
their claims, on fair and equitable principles,
as will facilitate to the Government an arrange-
ment substantial, durable, and satisfactory to
the commuuity. The importance of the last
chavacteristic  will strike every discerning
tind. No plan, however flattering in appear-
ance, (o which it did not belong, could be traly
entitled to confidence. )

1t will not be forgotten, that exigencies may,
ere long, arise, which would call for resources
% atly beyond what is now deemed sufficient

or the current service; and that, should the fa-

culties of the country be exhausted or even
strained to provide for the public debt, there
could be less reliance on the sacredness of the.
provision.

But while the Secretary yields to the force of
these considerations, he does not lose sight of
those fundamental principles of good faith
which dictate that every practicable exertion
ought to be made scrapulously to falfil the en-
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gagements of the Government; that no change
w the rights of ils creditors ought to be at-
tempted without their voluntary consent; and
that this consent ought to be voluntary in fact,
as well as in nawe. - Consequently, that every
proposal of a change ought to be in the shape of
an appeal-o their reason and to their interest;
uot to their necessities. To this end it is re-
quisite, that a fair equivalent should be offered
for what may be asked to be given up, and un-
questionable security for the remainder. With-
out this, au alteration, consistently with the
credit and honor of the nation, would be im-
practicable.

It remains to see, what can be proposed in
confor (o these views.

It has been remarked, that the capital of the
debt of the Union 15 to be viewed in the light of
an annuity at the rate of six per cent. per an-
num, redeemableat the pleasure of the Govern-
ment, by payment of the principal. And it will
ot Be “required, that the arrears of interest
should be cousidered in a more favorable light.
The same cliaracter, in general, may be applied
o the debts of the individual States.

This view of the subject admits, that the
United States would have it in_their power to
avail themselves of any fall in the market rato
of interest, for reducing that of the debt.

“This property of the debt is favorable to the
public, “unfavorable to the creditor; and may
fucilitale an arrangement for the reduction of
interest, upon the busis of a fair cquivalent.

Probabilities are always a rational ground of
conteact. The Secretary conceives, that there
is good reason to believe, if effectual measures
are taken to establish public credit, that the
Governmentrate of inferest in the United States
will, in a very short time, fall at least as low as
fiveper cent., and fhatina period not exceeding
twenty years, it will sink still lower, probably
to four.

"There are two principal causes which will be
likely to produce this effect; one, the low rate
of interest in Europe; the other, the increase
of the moneyed capital of the nation, by the
funding of the public debt.

From three to four per cent. is deemed good
iuterest in several parts of Europe. Even less
15 deemed so, jn & places. And it is on the
decline; the increasing pleniy, of wmoney con-
tinually tending to lower it. 1t is presum-
able, that 1o country will be able to borrow of
foreiguers upon betier tenns than the United
States, because none can, perhaps, afford so

ool Security. Our situation exposes us less,
than that of ‘any other nation, to_those cusual~
ties, which are the chief causes of expense; our
incumbrances, in proportion to our real means,
ave less, though these cannol immediately be
brought so readily intoaction, and our progress
in resources from the carly state of the cour
try, and (e immense tracts of unsettled terr:
tory, must e ily exceed that of any other.
“The adv es of (his situation have already
engaged (he attention of the European money-

131

lenders, particularly among the Dutch. And
as they become better uderstood, they will
have'the greater iufluence. Hence, as large a
proportion of the cash of Europe s may be
wanted, will be, in a certain sense, in our mar-
ket, for the use of Government. And this will
naturally have the effect of a reduction of the
rate of interest, not indeed to the level of the
places, which sénd their money to market, but
to something much nearer to it than our pre-
sent rate. .

The influence which the funding of the debt
is calculated to have, in lowering interest, has
been already remarked and explained. It is
hardly passible, that it should not be materially
affected by such an increase of the moneyed
capital of the nation, as wbuld result from the
proper funding of sevenly millions of dollars.
But the probability of a decrease in the rate of
interest acquires confirmation from facte, which
existed prior to the revolution. It is well
known, that in some of the States money might
with facility be borrawed, on good security, at
five.per cent. and, not unfrequently, even'at
ess,

“The most enlightened of the public creditors
will be most sensible of the justness of this view
of the subject, and of fhe propriety of the use
which will be made of it.

The Secrefary, in pursuance of it, will as-
sume, as a probability sufficiently great to be a

round of calculation, both on the part of the
Boveroment and its creditors, that the infer-
est of money in the United States will, in five
ears, fall to five per cent., and in twenty, to
four. ' The probability, in the mind of the Se-
cretary, is rather that the fall may be more ra-
pid and more considerables but he prefers a
mean, as most likely (o enguge the assent of
the creditors, and more equitable in itself; be-
cause it is predicated on_proLabilities, which
n one side as well as on the other.
sing these things, the Secretary submits
to the House the expediency of proposing a
loan to the full amount of the dcbt, as well of
the particular Statcs as of the Union, upon the
following term

First. That for cvery hundred dollars sub-
scribed, payable in the ‘debt, (as well interest
as principal,) the subscriber be entitled, at his
option, cither i

Lo have two-thirds funded at an annuity, or
yearly interest of six per cent., redeemable at
the pleasure of the Government, by payment of
the principal, and to receive the other third in
fands in the Western Territory, at the rate of
twenty cents per acre.  Or, .

Tohave the whole sum fanded at an anuui-
ty or yearly interestof four per cent., irredeem-
able by any payment exceeding five dollars per
annum on account both of priucipal and inter-
est; and (o receive, as a coipensation for the
reduction of interest, fifteen dollars and eighty
cents, payable in lands, as in the preceding
case.” Or,

To have sixty-six dollars and two-thirds of
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2 doflar funded immediately at an annuity or
goarly intesest of Six per cenly irredeemable
y any payment exceeding four dollars and
tiwo-thirds of a dollar_per annum, on account
both of principal and interest; and to have, at
the end of ten years,twenty-six dollars and
eighty-eight cenis funded at the like interest |
and rate of redemption. _Or,

To have an annuity for the remainder of life,
upon the contingency of living to a given age,
not less distant than ten years, computing iu-
tevest at four per cent,  Or,

"To have an annuily for (he remainder of life,
upon the contingency of the survivorship of the
youngest of two persons, computing interest in
his case also at four per cent.

In addition to the foregoing loan, payable
wholly in the debt, the Secretary would pro-
pose, that one should be opened for ten mitlions
of dollars, on the following plan:

That for every hundred” dollars subscribed,
payable one-half in specie, and the ather hal
in deb, (as well principalisinteres,) the sub-
seriber be entitled to an annuity or yearly in-
terest of five per cent., irredeemable by any
payment exceeding six dollars per anaum, on
account both of principal and interest.

The principles and operation of these differ-
ent plans may now require explagation.

The, first is simply a proposition for paying
one-third of the debl in land, and funding the
other two-thirds, at the existing rate of interest;
and upon the same terms of redemption, to
which it is at present subject.

Here is no conjecture, no calculation of pro-
babilities. The creditor is offered the advan-
tage of making his interest principal, and he is
asked to faciliiate to the Government an effec-
tual provision for his demands, by accepting @
third part of them in Tand, at a fair valuation.

The genenal price ut which the Western
Jands have been herefofore sold, has been a dol-
Jar per acte in public securities; but at the time
the principal purchases were made, these secu-
rities were worth, in the market, less than three
shillings in the ‘pound. The nominal price,
therefore, would not be the proper standard,
under present circumstances, nor would the

recise specie value then given be a just rule;

ecause, as the payments were {0 bo made by
instalments, and the securities were, at the
times of the purchases, extremely low, the pro-
bability of a moderate rise must be presumed to
have been faken into the account. Twenty
cents, therefore, seem to bear an cquitable pro-
portion to the two considerations of valueat the
time, and likelihood of increase.

Tt will be understoud, that upon this plan the
public retains the advantage of availing itself
bt any fall in the market rate of interest, for re-
ducing that upon the debt, which is perfectly
3ust, as no present sacrifice, cither in the quan-
tum of the Frinciml‘ or in the rate of interest,
is required from the creditor.

The inducement to the measure i, the pay-

ment of one-third of the debt in land.

The second plan is geounded upon the suppo-
sition, that interest, in five years, will fall to
five per cent., in fifteen more to four. As the
capital remains entire, but bearing an juterest
of four per cent. only, compensation is to be
made to the creditor, for the interest of two
per cent. per annum for five years, and of one
per cent. per annum, for fifteen years, to com-
Tence at the distance of five years. The pre-
sent value of these two sums or annuities, com-
puted according to the terms of the supposition,
15, by strict calcutation, fifteen dollars and se”
ven hundred and ninefy-two thousandth parts
of a dollar; a fraction less than the sum pro-
posed.

"The inducement to the measure here is, the
reduction of interest to a rate more within the
compass of a convenient provision, and the pay -
wment of the compensation in fands.

“The inducements to the individual are—the
accommodation afforded to the publics the high
probability of a complete equivalent; the chance
even of gain, should the rate of interest fall,
cither more speedily or in a greater degree, than
the calculation supposes. Should it fall to five
pet cent. sooner than five years; should it fall
lower than five before the additional fifteen weve
expired;; orshonld it fall below four, previous to
the paymentof the debt, there would be, in eacl
case, an absolute profit to the creditor.  As his

Capital will remain entire, the vahue of it wilk
increase with every decrease of the rate of in-
terest.

“Fhé third plan proceeds upon the like suppo-
sition of a successive fall in the rate of interest.
And upon that supposition offers an equivalent
to the creditor. One hundred dollars, bearing
an interestof six per cent. for five years; of five
er cent. for fteen years, and thenceforth of
Pour per cent. (these being suceessive rates of
interest in the market,) is
equal to a capital of
Bearing an interest of
four per centum, which,
converted nto a capital,
bearing a fixed rate of in-
terest of six per cent., is
equalto - - -
"The difference between
sixty-six dollars and two-
thirds of a_dollar, (the
sum to be funded imme-
diately, and this last sum
is -

$192 510725 parts,

81 6738166 parts,

- - 15 0172 parts,
Which, at six per cent.
per aunum, amounts, at
the end of fen years, to 26 8755 parts,
the sum to be funded at the expiration of that
period.

Ttought, however, to be
acknowledged, that this
calculation does not make
allowance for the princi-
ple of redemption, which
the plan_itself includes;
upon which principle the
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equivalent in 2 capital of
six per cent. would be, by
strict caleulation - $87 50766 parts.

But there are two considerations which in-
duce the Secretary to think, that the one pro-
posed would operate more equitably than this.
One is that it may not be very early in the power
of the United States to avail themselves of the
right of redemption reserved in the plan. The
other is, that with regard to the part to be fund-
ed at the end of ten years, the principle of re-
demption is suspended during that time, and
the full interest at six per cent. goes on im-
proving at the same rate; which for the last five
years will exceed the market rate of interest,
according to the supposition. )

‘The equivalent is_regulated, in this plan, by
the circumstance of fixing the rate of interest
higher thau it is supposed it will continue to be
in the market; permitting only a geadual dis-
charge of the debt in an established proportion,
and consequently preventing advantage bein
taken of any decrease of interest below the sti-
pulated rate,

Thus, the true value of eighty-one dollars and
sizty-seven cents, the capital proposed, consi-
dered as a perpetuity, and bearing six per cent,
iuterest, when the market Tate of In(eroet was
five per cent., would be a small fraction more
than ninety-eight dollars, when it was four per
cent.,, would be one hundred and (wenty-two
dollars and fifty-one cents. But the proposed
capital being subject to gradual redemption, it
is evident, that its value, in such case, would
be somewhat less. Yet, from this may be per-
ceived, the manner in which a less capital at a
fixed rate of interest becomes an equivalent
for a greater capital at a vate liable o variation
and diminution,

[t is presumable, that those creditors, who do
not entertain a favorable opinion of property in
Western lands, will give a preference to this
last node of modelling the debt. The Secretary
is sincere in affirming, that, in his opinion, it
will be likely to prove to the full as beneficial
to the creditors as a provision for his debt upon
its present terms.

It is not intended, in either case, {v oblige
the Government to redeem, in the proportion
specified, but to secure to it the right of doing
20, to avoid the inconvenience of a perpetuity.

The fourth and fifth plans abandon the sup-
position which is the basis of the two preceding
ones, and offer only four per cent. throughout.

‘The reason of this is, that the payment being
deferred, there will be an accumulation of com-
pound interest, in the intermediate period
against the public, which, without a very provi
dent administration, wonld turn to its del
merit; and the suspension of the burthen
would be too apt to beget a relaxation of efforts
in the mean fime. The measure, therefore,
its object being temporary accommodation,
could only be advisable upon a moderate rate

of interest. o )
With regard to individuals, the inducement

will be sufficient at four per cent, There is no
disposition of money, in private loans, making
allowance for the usial delays and casualties,
which would be equally beneficial as a future
provision.

A hundred dollars advanced upon thé life of
a peson of eleven years old would produce an .
annuity,

Dolls. Parts.
If commencing at twenty-one, of 10 346
If commencing at thirty-one, of 18 803
If commencing at forty-one, of 37 286
If commencing a fifty.one, of 78 580

The same sum advanced upon the chance of
the survivorship of the youngest of two lives,
one of the persons being twenty-five, the other
thirty years old, would produce, if the youngest
of the two should survive, an annuity for the
remainder of life, of 23 dollars, 556 parts.

From these instances may readily be dis-
cerned the advantages which these deferred

&1 annuities afford for securing a comfortable pro-

vision for the evening of life, or for wives who
survive their husbands.

The sixth plan also relinquishes the supposi-
tion, which is the foundation of the second and
third, and offers a higher rate of interest upon
similar terms of redemption, for the considera-
tion of the payment of one-half of the loan in
specie. This1s a plan highly advantageous to
the creditors, who may be able to make that
payment; while the specie itself could be ap-
plied in purchases of the debt, upon terms
which would fully indemnify the public for the
increased interest. N

It is not improbable that fureiﬁn holders of
the domestic debt may embrace this asa desic-
able arraugement. X

As an auxiliary expedient, and by way of
experiment, the Secretary would propose a loan
upon the principles of a fontine.

"T'o consist of six classes, composed respective-
ly of persons of the following ages:

Firstclass, of those of twenty years and under,

Second class, of those above twenty, and not
exceeding thirty, )

Third class, of those above thirty, and not
exceeding forty.

Fourth class, of those above forty, and not
exceeding fifty.

Fifth class, of those above fifty, and not ex-
ceeding sixty.

Sixth class, of those above sixty.

Each share to be two hundred dollars. ‘The
number of shares in each class to be indefinite.
Persons to be at liberty to subscribe on their
own lives, or on those of others nominated by

them.
Dolls. Cents,
The annuity upon a share in the first

class to be o 840
upon asharcin thesec'd 8 65
upona shareinthethird 9 0
uponasharein thefourth 9 65
uponashareinthe ifth 10 70
uponashare in the sixth 12 80
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"The annuities of those who die to be equally
divided among the survivors, until four-Afths
shall be dead, when the principle of survivor-
ship shall cease, and each annuitant thence-
forth enjoy his dividend as a several annuity
during the life upon which it shall depend.

These annuities are calculated on the best
life in each class, and at a rate of interest of
four per cent., with some deductions in favor
of the public.” To the advantages which these
circumstances present, the cessation of the right
of sarvivorshipon the death of four-ffths of the
annuitants will be noinconsiderable addition.

The inducements to individuals area compe-
tent interest for their money from the oufset,
secured for life, and the prospect for continual
increase, and even of large profit to those, whose
fortune it is, to survive their associates.

1t will have appeared, that in all the propos-
ed loans the Secretary has contemplated the
putting the interest upon the same footing with
the principal. That on the debt of the United
States he would have computed to the [ast of
the present year. That on the debt of the par-
ticular States to the last of the year 1791; the
reason for which distinction will be seen here-
after.

In order to keep up a due circulation of mo-
n;{, it will be expedient that the interest of the
debt should be paid quarter-yearly. This re-
gulation will, at the same time, conduce to the
advantage of the public creditors, giving them,
in fact, by the anticipation of payment, a high!
est rate of interest; which may, with propriety.
be taken into the estimate of compensation to
be made fo them. Six per cent. per annum,
paid in fins mode, will traly be warth six dol”
ars,and one hundred and thirty-five thousandth
parts of a dollar, computing the market interest
at the same ratc:

The Secretary thinks it advisable to hold
out various propositions, all of them compatible
with the public interest, because it is, in his
opinion, of the greatest consequence, [hat the
debt should, with the consent of the creditors,
be remoulded into such shape as will bring
the expenditure of the nation toa level with its
income. Till this shall be accomplished, the
finances of the United States will never.wwear
a proper countenance. Arrears of interest,
cintinually accruing, will be as continual &
monument _cither of inability or of ill faith,
and will not cease to have an evil influence on
public credit. In nothing are appearances of

reafer moment than in whatever regards cre-

it Opinion is the soul of it, and this is afect-

ed by appearances s well as realitis. By
oftering an oplion to the creditors, between a
number of plans, the change meditated will be
more likely to be accomplished. Different,
tempers will be govemad by difforent views of
the subject.

But while the Secrefary would endeavor to
effect a change in the form of the debt, by new
loans, in order to render it more susceptible of
an adequate provision, he would not think it

proper to aim at procuring the concurrence of
the creditors by operating upon their necessi-
ties.

Hence, whatever surplus of revenue might
remam, after satisfying the interest of the new
loans, and the demand for the current service,
ought to be divided among those creditors, if
any, who may not think fit to subscribe to them.
But for this purpose, under the circumstance of
depending propositions, a (emporary appropria-
tion will be most advisable, and the sum must
be limited to four per cent. as the revenues will
only be calculated to produce in that propor-
tion te the entire debt.

The Secretary confides, for the snccess of
the propositions to be made,'on the goouness of
the reasons upon which they rest; on the fai
ness of the equivalent to be offered in each case;
on the discernment of the creditors of their truc
interest; and on their r.l|spos|lmn to facilitate
the arrangements of the Guvernment, and to
render them satisfactory to the community.

"The remaining part of the task to be periorm
ed is, to take a view of the means of providing
for the debt, according to the modification of 1t
which is proposed.

On this point the Secretary premises that, in
his opinion, (he funds to be established ought,
for the present, to be confined to the existing
debt of the United States; as well because a
progressive augmentation of the revenue will be
most convenient, as because the consent of the
State creditors is necessary to the assumption
contemplated; and though the abtaining of that
consent may be inferved with- great assurance
from their obvious interest to give it, yet till
it shall be obfained, an actual provision for the
debt would be premature. ‘Taxes could not,
with propriety, be laid for an object which de
pended on such a contingency-

All that ought now to be donc respecting it
is to put the watter in an effectual train for a
futureprovision. For which purpose the Secre-
tary will, in the course of this report, submit
such propusitions as appear fo him advisable.

"The Secretary now proceeds fo a considera-
tion of the necessary funds.

1t has been stated that the debt of the United
States consists of

The foreign debt, amounting, with

arears of interest, to - -

And the domestic debt, amount-

ing, with likearrears, computed
to the end of the year 1790, to 42,414,085 94
Making together,  $54,124,464 56

The interest of the domestic debt is comput-
e to the end of this year, because the details
of carrying any plan into execution will eshaust
the year.

The annual interest of the forcign

debt has beenstated at - - - §

And the interest of the domestic

acbt, at four per cent., would
amountto - - - - - - -
. Mrking together,

$11,710,378 62

542,599 66

1,606,563 45
,339,163 00
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Thus, to pay the interest of the foreign debt,
and to pay four percent. on the whole of the
domestic debt, principal and interest, forming
a new capital, will require a yearly income of
$2,239,163 09.

The Sum which, in the opinion of the Secre-
tary, ought now to be provided in addition to
what the current service will require.

For though the rate of interest proposed by
the third plan exceeds four per cent. on the
whole debt, and the annuities on the tontine
will also exceed four per cent. on the sums
which may be subscribed; yetas the actual pro-
vision for a part is, in the former case, suspend-
ed, as measures {or reducing the debt by pur-
chases may be advantageously pursued, and as
the payment of the deferred annuities will of
course be postponed, four per cent. on the
whole will be a sufficient provision.

With regard to the instalments of the foreign
debt, these, in_the opinion of the Secrefary,
ought to be paid by new loans abroad. Could
funds be cnnvemenuﬁr spared from other exi-
gencies for paying them, the United States
could ill bear the drain of cash at the present
Juncture which the measure would be likely to
occasion.

But to the sum which has been stated for
payment of interest must be added a provision
or_the current service. This the Secretary
estimates at $600,000, making, with the amount
of the interest, $2,839,163 09.

This sum may, in the opinion of the Secre-
tary, be obtained from_the present duties on
imports and tonnage, with the additions which,
without any possible disadvantage either to
trade or agriculture, may be made on wines,
spirits, (including those distilled within the

nited States, ) teas, and coffee.

The Secretary conceives that it will be sound
Eu!icy to carry the duties upon articles of this

ind as high as will be consistent with the prac-
ticability of a safe collection. 'This will lessen
the necessily both of having recourse to direct
taxation, and of accumulating duties where
they wonld be more inconvenient to trade, and
upon objects which are more to be regarded as
necessaries of life.

"That the articles which have been enumerat-
ed will, better than most others, bear high du-
ties, can hardly be a question. 'They are all
of them,‘in reality, luxuries, the greatest part
of them foreign luxuries; some of them, in the
excess in which theyare used, pernicious huxu-
vies. And there is, perhaps, none of thew which
is not consumed in so great abundance, as may
justly denominate it a Source of national extra.
Vagance and impoverishment. The consump-
tion of ardent spirits particularly, no doubt
very much on account of their cheapness, is
carried to an extreme, which is truly to be re-
gretted, as well in regard to the health and the
morals as to the economy of the community.

Should the increase of duties tend to a de-
crease of the consumption of those articles, the
effect would be, in every respect, desirable.

The saving which it would occasion would
leave individuals more at ease, and pramote a
more favorable balance of trade. ~As far as this
decrease might be applicable to distilled spirits,
it would encourage the substitution of cider
and malt liquors, benefit agriculture, and open
anewand productive source of revenue.

It is not, however, probable that this decrease
would be in a degree which would frustrate the
expected benefit to the revenue from raising the,
duties. Experience has shown that luxuries of
every kind lay the strongest hold on the attach-
ments of mankind, which, especially when can-
firmed by habit, are not easily alienated from
them,

The same fact affordsa security to the mer-
chant that he is not likely to be prejudiced by
considerable duties on such articles. They
will usually command  proportional price. The
chief things in this view to be attended to are,
that the ferms of payment be so regulated ag
not to require inconvenient advances, and that
the mode of collection be secure.

The other reasons which plead for carrying
the duties upon the articles which have been
mentioned, to as great extent as they will
well bear, may be added these; that they are
of a nature, from their extensive consump-
tion, fo be very productive. and are amongst
the most difficult objects of illicit infroduétion.

Tavited by so many motives to make the best
use of the resource which these articles afford,
the essential inquiry is, in what mode can the
duties upon them be most effectually collected?

With regard lo such of them as will be
brought from abroad, a duty on importation re-
commends itself by two leading considerations;
one is, that meeting the object at its first en-
trance into the country the collection is drawn
to a_point, and so far simplified; the other is,
that it avoids the possibility of interference be-
tween the regulations of the United States and
those of the particular States.

But a duly, the precautions for the colleg-
tion of which should terminate with the land-
ing of the gonds, as is essentially the case in the
existing system, could not, with safety, be car-
ried to the extent which is contemplated. .

In that system, the evasion of the duties de-
pends, as it werc, on a single risk. To land
the goods in defiance of the vigilance of the
officers of the customs is almost the sole diffi-
culty. No future pursuit is waterially fo be
apprehended. And where the inducement is
equivalent to the risk, there will be found too
many who are willing to run it. Consequently
there will be extensive frauds on the revenue,
against which the ntmost rigor of peval laws
has proved, as often as it has been tried, an in-
effectual guard. )

‘The only expedient which has been discover-
ed for conciliating high duties with a safe col-
lecticn is the establishment of a second or inte-
rior scrutiny. o X

By pursuing the article from its importation
into’ the hands of the dealers in it, the risk of
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detection is so_greatly enhanced that few, in
comparison, will venture to incur it. Indeed,
every dealer, who is not himself the fraudulent
importer, then becomes, in some sort, a senti-
nel upon him.

The_introduction of a system, founded on
this principle, in some shape or other, is, in the
opinton of the Secretary, essential to the effi-
cacy of every attempt to render the revenues
o the United States equal to their exigencies,
their safety, their prosperity, their honor.

Nor is it less essential to the interest of the
honest and fair trader. It might even be add-
ed, that every individual citizen, besides his
share in the general weal, has a particular in-
terest in it. The practice of smuggling never
fails to have one of two effects, and sometimes
unites them both. Either the smuggler under-
sells the fair trader, as, by saving the duty, he
can afford to do, and makes it a_charge upon
hims or he sells at the increased price occasion-
ed Dby the duty, and defrauds every man who
buys of him of his share of what the public
ought v receive. Forit is evident that the loss
falls ultimately upon the citizens, who must
be charged with other taxes to make good the
deficiency, and supply the wants of the Sta‘:.

The Secretaty will not presume that the plan
which he shall submit to the consideration of
the House is the best which could be devised
But it is the one which has appeared to him
freest from objeciions of any that has occurred
of equal efficacy. He acknowledges, too, that
it is susceptible of improvement by other pre-
cautions in favor of the revenue, which he did
not think it expedient to add. The chief out-
fines of the plan are not original, but it is no ill
recommendation of it that it has been tried
with success. .

The Secretary accordingly proposes,

That the dufies heretolore laid upon wines,
gistilled spitits, teas, and coffee should, after
the last day of May next, cease, and that in-
stead of them the following duties be laid:—

Upon every gallon of Madeira wine, of the
quality of London particular, thicty-five cents.

Upon every gallon of other Madeira wine,
thirty cents.

Upon every gallon of Sherry,
cents.

Upon every gallon of other wine, twenty
cents. L .

Upon every gallon of distilled spirits, more
than ten ‘per’ cent. below proof, according to
Dicas’s hydrometer, twenty cents.

'Upon every gallon of those spirits under five,
and not more than ten per cent. below proof,
according to the same hydrometer, twenty-one
cents.

Upon every gallon of those spirits of proof,
ahd ot more than five per cent. below proof,
according to the same hydrometer, twenty-two
cenfs.

Upon every gallon of those spirits above proof,
but not exceeding twenty per cent. according
to the same hydrometer, twenty-five cents.

twenty-five

Upon every gallon of those spirits more than
twenty, and not more than forty per cent.above
proof, according to the same hydrometer, thirty
cents.

Upon every gallon of those spirits more than
forty per cent. above proof, according to the
same hydrometer, forty cents.

Upon every pound of hyson tea, forty cents,

Upon every pound of other green tea, twen-
ty-four cents.

U[:rm every pound of souchong and other
black teas, except bohea, twenty cents.

Upon every pound of bohea, twelve cents.

Upon every pound of coffee, five cents.

"That upon spirits distilled within the United
States, from molasses, sugar, or otifer foreign
materials, there be paid,

Upon every gallon of those spirits more than
ten_ per cent. below proof, according to Dicas’s
hydrometer, eleven cents.

Upon every gallon of those spirits under five,
and not more than ten per cent. below proof,
according to the same hydrometer, twelve cents.

Upon every gallon of those spirits of proof,
and not more than five per cent. below proof, ac-
cording to the same hydrometer, thirteen cents.

Upon every gallon of those spirits above
proof, and not exceeding twenty per cent. ac-
cording to the same hydrometer, Hfeen cents,

Upon every gallon of thosc spirits, more than
twenty, and not more than forty per cent.above
proof, according to the same hydrometer, twen-
ty cents.

Upon every gallon of those spirits more than
forty per cent. above proof, according to the
same hydromefer, thirty cents.

That upon spirits distilled within the United
States, in any city, town, or village, from mate-
rials of the growth or production of the United
States, there be paid,

Upon every gallon of those spitits more than
ten per cent. below proof, according to Dicas’s
hydrometer, nine cents.

'Upon every gallon of those spirits under five,
and not more than ten per cent. below proof,
according to the same hydrometer, ten cents.

Upon every gallon of those spirits of proof,
and not more than five per cent. below proof,
according to the' same hydrometer, eleven cents.

Upon every gallon of those spirits above proof,
but not exceeding twenty per cent. according
to the same hydrometer, thirteen cents.

Upon every gallon of those spirits more than
twenty, and not more than forty per cent. above
proof, according to the same bydromeler, seven-
teen cents.

Upon every gallon of those spi more than
forty per cent, above proof, according to the
same hydrometer, twenty-five'cents.

That upon all stills employed in distilling
spirits from materials of the growth or produc-
tion of the United States, in any other place
than, a city, tow, or village, there be paid the
foatly, sum of sixty cents for every gallon,
inglish wine measure, of the capacity of each
stilf, including its head. N
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"The Secretary does not distribute the duties
on teas into diffevent classes, as has been done
in_the impost act of the last session; because
this distribution depends on considerations of
cominercial policy, not of revenue, It is suffi-
cient, therefore, for him to remark that the 1ates
above specified are proposed with reference to
the lowest class.

"The Secrefary, conceiving that he could not
convey an accurate idea of the plan contemplat-
ed by him for the collection of these duties in
any mode so effectual as by the draught of a bill
for the purpose, begs leave respectfully to refer
the House to that which will be found annexed
to this report, relatively to the article of distill-
ed spirits; and which, for the better explanation
of some of its parts, is accompanied with mar-
ginal remarks.

1t would be the intention of the Secretary
that the duty on wines should be collected up-
on precisely the same plan with that on import-
ed spirits.

But with regard to teas and coffee, the Secre-
tary is inclined to think that it will be expe-
dient, ill experience shall evince the propriety
of going further, to exclude the ordinary right
of the officers to visit and inspect the places in
which those articles may be kept. The other
precautions, without this, will afford, though
not complete, considerable security.,

It will not escape the observation- of the
House that the Secretary, in the plan submitted,
has taken the most scrupulous care that those
citizens upon whom it is immediately to ope-
rate, be secured from every species of injury by
the misconduct of the officers to be employed.
There are not only strong guards against their
being guilty of abuses of authority; they are
not only punishable criminally for any they may
commit, and_made answerable in damages to
individuals for whatever prejudice thess may
sustain by their acts or neglecis; but even where
seizures are made with probable cause, if there
be an acquittal of the article seized, a compen-
sation to the proprietors for the injury their
property may suffer, and even for is detention,
15 to be made out of the public treasury.

So solicitous indeed has the Secretary been
to obviate every appearance of hardship, that
he has even included a compensation to the
deal for their agency in aid of the revenue.

With all these precautions to manifest a
spirit of moderation and justice on the part of
the Government; and when it is considered
that the object of the proposed system is the
firm establishment of public credit; that on this
depends the character, security, and prosperity
of the nation; that advantages, in every light
important, may be expected to result from it;
that the immediate operation of it will be upon
an enlightened class of citizens, zealously
devoted to good government, and to a liberal
and enlarged policy, and that it is peculiarly
the interest of the virtuous part of them to co-
operate in whatever will restrain_the spiit of
illicit traffic; there will be perceived to exist

the justest gronnd of confidence, that the plan
if eligible in itself, will experience the cheorful
and prompt acquiescence of the community.

The Secretary computes the nett productof the
duties proposed in thisreportat about one million
seven liundred and three thousand four hundred
dollars, which, if near the truth, will, together
with the probable product of the duties on im-
ports and tonnage, complete the sum required,
But it will readily occur that in so unexplored
afield there must be a considerable degeee of
uncertainty in the data. And that, on this ac-
count, it will be_prudent to have an auxiliary
resoufce for the first year, in which the inter.
estwill_become payable, that there may be no
possibility of disappointment to the public cre-
ditors, efe_there may be an opportunity of pro-
viding for any deficiency which the cxperiment
may discover. ‘This will accordingly be at-
fended to. )

The proper appropriation of the funds pro-
vided, and to be provided, seems next to offer
itself for consideration.

On this head the Secretary would propose
that the duties on distilled spirits should be sp.
plied, in the first instance, to the payment of
the interest of the foreign debt.

“That reserving out of the residue of those
duties an annual sum of six hundred thousand.
dollars for the current service of the United
States, the surplus, together with the product
of the_other duties, be applied to the payment
of the interest on the new loan, by an appropri-
alion co-extensive. with the dutation of the

ebt.

And that if_any part of the debt should re-
main_unsubscribed, the excess of the revenue
be divided among 'the creditors of the unsub.
scribed part by a temporary disposition, with a
limitation, however, to four per cent.

It will hardly have been unnoticed, that the
Secretary hasbeen thus far silent on the subject
of the post-office. 'The reason is, that he has
had in view the application of the revenue aris-
ing from that saurce to the purposes of a sinking
fund. 'The postmaster-general gives itas his
opini that the immediate product of it, upon
a proger aniangement, would prabably b not
less than one hundred thousand dollars, And
fromits nature, with good management, it must
be a_growing, and will be likely to become a
considerable fund. The postmaster-general is
now engaged in preparing a_plan which will be
the foundation of a proposition for a new ar-
rangement of the establishment. ‘This, and
some other points relative to the subject refer-
red to the Secretary, he begs leave to reserve for
a future report.

Persuaded as the Secrefary is that the proper
funding of the present debt will render ita na-
tional blessing, yet he is so far from acceding
o the position, in_the latitude in which it is
sometimes laid down, that “ public debts are
public benefitss” a position inviting to prodi-
gality, and liable to' dangerous abuse, that he
ardently wishes to see it incorporated, s a fun-
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damental maxim, in the system of public credit
of the United States, that the creation of debt
should always be accompanied with the means
of extinguishment. This he regards as the true
secret for vendering public_credit immortal.
And he presumes that it is difficult to conceive
2 situation in‘which there may not be an adhe-
rence to the maxim. At least he feels an un-
feigned solicitude that this may be attempted
by the United States, and that they may com-
mence their measures for the esablishment of
credit with the observance of it.

Under this impression, the Secretary propo-
ses, that the nett product of the post-ofiice, to a
sum not exceeding onc million of dollars, be
vested in commissioners, to consist of the Vice
President of the United States or President
of the Senate, the Speaker of the House of Re-
presentatives, the Chiel Justice, Secretary of
the Treasury, and Attorney General of the
United States, for the time being, in trust, to
be applied by them, or any three of them, to
the discharge of the existing public debt,
cither by purchases of stock in the market, or
by peyments on account of the principal, as
shall appear to them most advisable, in con-
formity to the public engagements; to continue
so vested until the whole of the debt shall be
discharged.

As an additional expedient for effecting a
reduction of the debt, and for other purposes
which will be mentioned, the Secretary would
further propose that the same commissioners
be authorized, with the approbation of the Pre-
sident of the United States, to borrow, on their
credit, a sum not_exceeding twelve millions of
dollars, to be applied,

First. To the payment of the interest and
instalments of the foreign debt, to the end of the
present year, which will require $3,491,923 46.

Secondly, "To the payment of any deficiency
which may happen in the product of the funds
grﬂvid\:d for paying the interest of the domestic

ebt.

Thirdly. To the effecting a change in the
form of such part of the foreign debt as bears
an interest of five per cent. It is conceived
that, for this purpose, » new foan ata lower in-
terest may be combined with other expediants.
The remainder of this part of the debt, after
paying the instalments which will accrugin the
course of 1790, will be 3,838,888 81.

Fourthly. To the purchase of the public
debt at the price it shall hear in the market,
while it continues below its (rue value.. This
ineasure, which would be, in the opinion of the
Secretary, highly dishonorable to the Govern-
went, if it were to precede a provision fur fund-
ing the debt, would become altogether unex-
ceptionable nfter that lad been made. —Its
effect would be in favor of the public creditors,
as it would tend to raise the value of stock;
and al} the difference between its true value
and the actual price would be so much clear
gain to the public. The payment of foreign
fhtereston the capital to be borowed for this pur-

pose, should that be a uecessary consequence,
would not, in the judgment of the Secretary,
be a good objection to-the measure. The sav-
ing by the operation would be itself a sufficient
indemnity; and the employment of that capital,
in a country situated like this, would much
more than compensate for it. Besides, il the
Government dues not undertake this operation,
the same inconvenience which the objection in
question supposes would happen in_another
way, with a circumstance of aggravation, As
long, at least, as the debt shall continue below
its proper value, it will be an object of specu-
lation to foreigners, who will not only receive
the interest upon what they purchase, and re-
mit it abroad, as in the case of the loan, but
will reap the additional profit of the difference
in value. By the Government’s entering into
competition with them, it will not only reap a
part of this profit itseif, but will contract the
extent and lessen the extra profit of foreign
purchases. That competition will accelerate
the rise of stock, and whatever greater rate
this obliges foreigners to pay for what they pur-
chase is so much clear saving to the nation. In
the opinion of the Secretary, and confrary to
an idea which is_not without patrons, it ought
{0 be the policy of the Government o raise the
value of stock to its true standard as fast as
possible.- When it arrives o that point, forcign
speculations, (which till then must be deemed
pernicious further than that they serve to bring
1t to that point,) will become beneficial. Their
maoney laid ouf in this country upon our agei-
culture, commerce, and manufactures, will
produce much more o us than the income they
will receive from it.

The Secretary contemplates the application
of this money, through (he medium of a Nation-
al Bank, for which, with the permission of the
House, he will submit a plan in the course of
the session.

The Secretary now proceeds, in e last
place, to offer. to the consideration of the House
hisiideas of the steps which ought at the pre-
sent session to be taken towards the assump-
tion of the State debts.

“These are briefly, that concurrent resolutions
of the two Houses, with the approbation of the
President, be entered into, declaring, in sub-
stance,

"Fhat the United States do assume, and will,
at the first session in the year 1791, provide, on
the_same terms with the present debt of the
United States, for all such part of the debts of
the respective States, or any of them, as shall,
prior to the first day of January in the said year
1791, be subscribed towards a loan to the Unit-
ed States, upon the principle of either of the
plans which shall have been adopted by them
for obtaining a reloan of their present debt.

Provided that the provisiun to be made as
aforesaid shall be susgemled with respect to the
debt of any State, which may have exchanged
the securities of the United States for others
issued by itself, until the whole of the said se-




[image: image17.png]2073

APPENDIX.

2074

Report on Public Credit.

curities shall either be re-exchanged or surren-
dered to the United States.

And provided also, that the interest upon the
debt assumed be computed to the end of the
year 17915 and that the interest to be paid by
the United States commence on the first day
of January, 1792.

That the amount of the debt of each State so
assumed and provided for be charged to such
State in account with the Uniled States, upon
the same principles upon.which it shall be lent
to the United States. .

‘That_subscriptions be opened for receivin;
1oans of the said debts at the same times an

laces, and under the like regulations as shall
ﬁave been prescribed in relation to the debt of
the United States.

The Secretary has now completed the ob-
jects which he proposed to himself to comprise
n the present report. He has, for the most
part, omitted details, as well to avoid fatiguing
the attention of the House, as because more
time would have becn desirable even to digest
the general principles of the plan. If these
should be found righis the particuiar modifica:
tions will readily suggest themselves in the
progress of the work.

he Secretary, in_the views which have di-
rected his pursuit of the subject, has been in-
fluenced, in the first place, by the considera-
tion that his duty, from the very terms of the
resolution of the House, obliged him to propose
what appeared to him an mleauale provision
for the support of the public credit, adapted, at
the same time, to the real circumstances of the
United States; and in the next, by the reflec-
tion that measures which will not bear the test
of future unbiassed examination can neither be
productive of individual reputation, nor (which
is of much greater consequence) public honor
or advantage. K

Deeply impressed, as the Secrelary is, with
a full and deliberate conviction, that the estab-
Tishment of public credit, upon the basis of a
satisfactory provision for the public debt, is,
under the present circumstances o (he couriry,
the true desideratum towards relief from indi-
vidualand national embarrassments; that, with-
out it, these embarrassments will be likely to

ress still more severely upon_the community,
B eanmot but indulge un anxious wish that an
effectual plan for that purpose may, during the
present session, be the result of the united wis-
dom of the Legislature,

He is fully convinced that it is of the greatest
importance that no further delay should attend
the making of the requisite provision; not only
because it will give a better impression of the
good faith of the country, and will bring earlier
relief to the creditors; both which circumstan-
ces are of great moment to public credit; but
because the advantages to the community from
vaising stock as speeﬁﬂy as possible to its natu-
ral value will be incomparably greater than any
that can result from its continuance below that
standard, No profit which could be derived

132

from purchases in the market, on account of
the Government, to auy practicable extent,
would be an equivalent for the loss which
would be sustained by the purchases of foreign-
ers at a low value: not to repeat that Govern-
mental purchases, to be honorable, ought to be
preceded by a provision. Delay, by dissemi-
nating doubt, would sink the price of stock;
and as the femptation {o foreign speculations
fiom the lowness of price would be. oo great to
be neglected, millions wouid probably be lost
to the United States.
AIl which is humbly submitted.
ALEXANDER HAMILTON,
Secretary of the Treusury.

REPORT ON PUBLIC CREDIT.

Taeasuny DEPARTMENT,
December 13, 1790.

In obedience to the order of the House of Re-
presentatives, of the ninth day of August last,
requiring the Secretary of the Treasury to
prepare and report, on this day, such further
provision 2 may, in his opinion, be necessary

for establishing the public credit, the said Se-

cretary respectfully reports:

‘That the object which appears to be most im-
mediately essential to the further support of
public credil, in pursuance of the plan adopt-
ed during the last session of Congress, is, the
establishment of proper and sufficient funds, for
paying the interest which will begin to accrue
after ﬁ\e year one thousand seven hundred and
ninety-one, on the amount of the debts of the
several States, assumed by the United States;
having regard, at the same time, to the probable
or estimated deficiency in those alteady estab-
lished, as they respect the original debt of the
Union. i -

In order to this, it is necessary, in the first
place, to take a view of the sums requisite for
those purposes.

Dolls.  Cts.
‘The amount which has been assumed

of the State debts, is - 21,500,000 00
The sum ofannual interest upon that
argount, which, according to the
terms of the proposed Jon, wil
begin to accrue after the year one
thousand seven hundred and nine-

one, is - - . 788,313 33
The estimated deficiency, in the
funds already established, as they
vespect the original debt of the
United States, is - - 38,291 40
Making together 826,624 73

For the procuring of which sum, the reiterat.
ed reflections of the Secretary have suggested
nothing so eligible and unexceptionable, in his
judgment, as a further dufy on foreign distilled
spirits, and a duty on spiris distifled within
the Uniited States, to be collected in the mode
delineated in the plan of a bill which forms a
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part of his Report to the House of Representa-
tives, of the ninth day of January last.

Under this impression, he begs leave, with all
deference, to propose to the consideration of the
House—

That the following additions be made to the
duties on spirits imported from foreign coun-
tries, which are specified in the act making fur-
ther provision for the payment of the debts of
the United States, namely,

On those of the first class of proof therein
mentioned, per gallon, eight cents. X

On those of the second class, per gallon, eight
and ahalf cents.

On those of the third class, per gallon, nine
cents.

On those of the fourth class, per gallon, ten
cents.

On those of the fifth class, per gallon, ten
cents. X

On those of the sixth class, per gallon, fifteen
cents.

And that the following duties be laid on spi-
rits distilled within the United States, namely:

If from molasses, sugar, or other foreign ma-
terials, and of the said first class of proof, per
gallon, eleven cents.

Of the said sccond
twelve cents.

OF the said third class of proof, per gallon,
thirteen cents.

OF {he said fourth class of proof, per gallon,
fifteen cents,

OF the said fifth class of proof, per gallon,
twenty cents.

Of the said sixth class of proof, per gallon,
thicty cents.

I frgm materials of the growtl ox productiun
of the United States, distilled within any city,
town, or village, and of the said first class of
proof, per gallon, nine cents.

Of 'the said second class of proof, per gallon,
ten cents.

Of the said third class of proof, per gallon,
eleven cents.

OF the said fourth class of proof, per gatlon,
thirteen cents.

Of the said fifth class of proof, per gallon,
seventeen cents.

OF the said sixth class of proof, per gallon,
twenty cents.

And upon each still employed in distilling
spirits from the like materials in any other place
than a city, town, or village, in liew of the rates
above mentioned, the yearly sum of sixty cents
for every éallon Enﬁhsh wine measure of the
capacity of such still including its head; ex-
empting, nevertheless, all such stills, within a
certain defined dimension, as are used essen-
tially for domestic purposes of their respective
proprietor:

he product of these several duties (which
correspond in their rates with those proposed in
the Report above referred to, of the ninth of
January last) may, upo: good groundsas the
Tatreof the cass Wil admit, prior to an expe.

class of proof, per gallon,

riment, be computed at eight hundred and se-
venty-seven thousand and five hundred dollars;
the particalars of which computation are con-
tained in the statement which accompanies this
Report. )

‘This computed product exceeds the sum
which has been stated as nccessary to be
vided, by fifty thousand cight hundred and se-
venty-five dollars and twenty-seven cents; an
excess, which, if it should be realized by the
actual product, may be beneficially applied to-
wards increasing the sinking fand.

The Secretary has been encouraged to renew
the proposition of these duties, in the same form
in_which they were before submitted, from a
belief, founded on circumstances which ap-
peared in the different discussions on the sub-
Ject, that collateral considerations, which were
afterwards obviated, rather than objections to”
{he measure itself, prevented its adoption dur-
ing the last session; from the impracticability
Which he conceives to exist, of devising any
substitute equally conducive to the ease and ini-
terest of the community; and from an opinion
that the extension of the plan of collection,
which it contemplates {o the duties already im-
posed on wines and distilled spirits, is necessa-
1y to a well grounded reliance on their efficacy
and productiveness. N

The expediency of improving the resource of
distilled spirits, s an article of revenue, to the
greatest practicable extent, had been noticed
Gipon another occasion. Various considerations
might be added (o those, then adduced, to evince
it.  But they are too obvious to justify the de-
tail. There is scarcely an attitude in which the
object can present itself, which does not invite,
by all the inducements of sound policy and
pnrnhhc good, (o take a strong and effectual hold
of it.

The manner of doing it, or in other words,
the mode of collection, appears to be the only
nt about which a difficulty or question can

ise. If that suggested be liable to just objec-
Lions, the united information and wisdom of the
Legislative body cnsure the substitution of a
more perfect plan.

The Secretary, however, begs leave to re-
mirk, that there appears to him two leading
principles; one or the other of which must ne-
cessarily characterize whatever plan may be
adopted. One of them wakes the security of
the revenue to depend chiefly on the vigilance
of the public officers; the other rests it, cssen-
tially, on the integrity of the individuals, intec-
ested to avoid the payment of it.

‘The first is the basis of a plan submitted by
the Secretary; the last_has pervaded most, if
not all the systems which have been hitherto
practised upon in different parts of the United
States. The oaths of the dealers have been al-
most the only security for their compliance with
the laws.

It cannot be too much lamented, that these
have been found an inadequate dependence.

But experience has, on every trial, manilested
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them to be such. Taxes or duties, relying for
their collection on that security, wholly, or al-
most wholly, are uniformly unproductive. And
they cannot fail to be uncqual, as long as men
continue to be discriminated by unequal por-
Tions of rectitudc. The most conscientious
will pay mosts the least conscientious, least.

The mpulse of interest, always sufficiently

veat,acts with peculiar force in matters of this
iiml; in respect {0 which a loose mode of think-
ing is too apt to prevail. The want of a habit
of appreciating propetly the nature of the pub-
Tic rights, renders that impulse, in such cases,
too frequently an overmatch for the sense of ob-
ligation; and the cvasions, which ave perceived
or suspecied to be practised by some, prompt
others to imitation, by the powerful motive of
self-defence. They iufer, that they must fol-
Tow the example, ot be utable to mamtain an
advantageous competition in the businesss an
alternative very perplexing to all but men of
exact probity, who are thereby rendered, in a
great measure, victims to a principle of legisla-
tion, which does not sufficientlyaccord with the
bias of human nature. And thus the Jaws be-
come sources of discouragement and loss to
honest industry, and of profit and advantage to
perjury and fraud

Ttis a truth that cannot be kept too constant-
ly in view, that all revenue laws, which are so
constructed as to involve a lax and defective
execution, are instruments of oppression to the
most weiilorious part of those on whom they
immedialely operate, and of additional burthens
on the community at large.

“The last effect is produced in two ways. ‘The
deficiencies in the funds (which, in the main,
afford only partial exemptions) must be sup-
plied from other tases. And the charges of
collection, which, in most cases, are nearly the
same, whether a tax or duty yield much o lit-
tle, occasion an,_ accumulation of the ultimate
expense of furnishing a given sum to the Trea-
sury.

Rnother, and a very serious evil, chargeable
on the system opposite to that proposed, is, that
it leads to frequent and familiar violations of
oaths; which by loosening one of the strongest
bands of society, and weakening one of the prin-
cipal securities to life and property, offends not
Tessagainst the maxims of good government and
sound policy, than against those of religion and
morality.

Tt may not be improper further {o remark,
thatthe two great objections to the class of du-
fies denominated_excises, are_inapplicable to
the plan suggested.” These objections are:

Flrst, ‘The summary jurisdiction confided to
the officers of excise; in derogation from the
course of the common law, and the right of trial
by jury.

And, secondly, ‘The general power vested in
the same officers of visiting and searching in-
discriminately the houses, stores, and other
buildings of the dealers in excised articles.
But by the plan proposed, the officers to be em-

ployed are to be clothed with nosuch summaty
Jurisdiction, and their discretionary power of
Visiting and searching is to be restricted to
thase places, which the dealers themselves shall
designate by public insignia or marks, as the
depositories of the articles on which the duties
are to be laid. Hence it is one of the recom-
mendations of the plan, that it is not liable to
those objections.

Duties of the kind proposed are not novel in
the United States; as has been intimated in
another place. They have existed to a consi-
derable extent, under several of the State Go-
vernments, paticularly in Massachusetts, Con-
necticut, and Pennsylvania. In Connecticut,
a State exemplary for its attachment to popular
principles, not only all ardent spirits, but fo-
veign articles of consumption, generally, have
been the subjects of an excise, ov inland duty.

If the suppusition, that duties of this kind
are altended with greater expense in the col-
lection than taxes on land, should seem an ar-
gument for preferring the latter, it may be ob-
Zerved, that the fac ought not too readily o be
taken for granted. ‘The state of things in Eng-
land is sometimes refecred to as an example on
this point, But there the smallness of the ex-
pense in the collection of the fand tax is to be
ascribed to the peculiar modification of it;
which proceeding without new assessments, ac-
cordingto a fixed standard long since adjust-
cd, totally disregards the comparative value of
Jands and the variations in their value. The
consequence of this is an inequality, so pelpa-
ble and extreme, as would: be likely to be ill re
lished by the landholders of the United States.
If in pursuit of greater equalily, accurate pe-
riodical valuations or assessments are to afford
a rule, it may well be doubted whether the ex-
pense of a land-tax will not always exceed that
of the kiud of duties proposed.

"Che ingenious but fallacious hypothesis, that
all taxes on consumption fall finally, with acou-
wulated weight on_land, is now too generally
and too satisfactorily exploded, to require to be
combated here. 1t has become an acknowledg-
ed truth, that i the operation of those taxes,
every species of capital and industry contribute
their propurtion_to the revenue; and conse-
quently, that as far as they can be made substi-
Uites for taxes on lands, they serve to exempt
them from an undue shave of the public bur-
then.

Among other substantial reasons which re-
commend, as a ﬁuuvlsmn for the public debt,
duties upon articles of consumption, in prefer-
ence to taxes on housesand Jands, is this: Itis
very desirable, if practicable, to reserve the
Iatfer fund for objects and occasions, which
will more immediately interest the sensihil'llfy
of the whole community, and more divectly af-
fect the public safety. It will be a con-
solatory geflection, that so capital a resource
remains ‘untouched by that provision, which,
while it will_have a very material influence in

favor of public credit, will be also conducive to
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the tranquillity of the public mind in respect Lo
external danger, and_ will really operate as a
powerful guarantee of peace. 1n proportion as
the estimation of our resources is exalted in the
eyes of f(\reiﬁn nations, the respect for us must
increase, and this must beget a proportionable
caution neither to insult nor injure us with levi-
ty; while, on the contrary, the appearance of
exhausted resources (which would perhaps be
4 consequence of morigaging the revenue to be
derived from land, for the interest of the public
debt) might tend to invite both insult and in-
jury, by inspiring an opinion, that our efforts to
Tesent or repel them were little to be dreaded.

It may not be unworthy of reflection, that
while the idea of residuary resources, in so
striking u particular, cannot fail to have many
beneficial consequences, the suspension of taxes
on real estates can as little fail to be pleasing to
the mass of the community; and it may rea-
sonably be presumed, that so provident a for-
bearance on the part of the Government will
insure a more cheerful acquiescence on that
part of the class of the community immediately
1o be affected, whenever experierice and the ex-
igency of conjunctures shall dictate a resort to
that species of revenue.

But in order {o be at liberty to pursue this
salutary course, it is indispensable that an effi-
cacious use should be made of those arficles of
consumption which are the most proper and
the most productives to which class distilled
spirts very evidently belung; and a_prudent
energy will be requisite, as well in relation to
g;e ‘mode of collection, as to the quantum of the

uty.

1t need scarcely be observed, that (he duties
on the great mass of imported articles have
reached a point which it would not be expe-
dient to exceed. Theie is, at least, satisfactory
evidence, that they cannof be extended farther,

ithout contravening the sense of the body of
the merchants; and though it is not to be ad-
mitted as a general rule, that this circumstance
onght to conclude against the expediency of a
public measure, yet when due regard ishad (9
the disposition which that enlightened_class of
citizens has manifested towards the National
Government; to the alacrity with which they
have hitherto seconded its operation; to the nc-
commodating temper with which they look f
ward to those additional impositions on the ob-
jects of trade, which are to commence with the
ensuing year, and to_the greatuess of the inno-
vation which, in this particular, has already
taken place io the former state of things, there
will be perceived to exist the most solid rea-
sons against lightly passing the bounds which
coingide with their impressions of what is rea-
sonable and_proper. It would be, in every
view, inauspicious {o give occasion for a suppo-
sition, that trade alone is destined to feel the
immedliate weight of the hand of Government,
in every new emergency of the Treasury.

However true, as a general position, that the
consumer pays (he duty, yet it will not follow,

that de may not be essentially distressed
and injured, by carrying duties on imporlation
toa height which is dieproportianate o the mer-
cantile capital of the country. 1t may notonly
be the cause of diverting too large a share of it
from the exigencies of business, but as the
quisite advances {o salisfy the duties will, in
many, if not 1n most cases, precede the receipts,
from the sale of the articies on which they are
laid, the consequence will often be sacrifices
which the merchant cannot afford to make.

“The inconvenience of exceeding the proper
Timit, in this rospect, which will be felt every
where, will fall with particolar severity on
those places which have net the advantage of
public banks, and which abound least in_pect
niary resources. Appearances do mot justify
such an estimate of the extent of the mercantile
capital of the United States, as to encourage to
walerial accumulation on the already consi-
derable rates of the duties on the mass of fo-
reign importation. .

“Another motive for caution on this point
arises from the reflection, that the effect of an
important augmentation, made by law of the
Jast session, iS hitherto a mere maiter of specu-
lative calculation, and has not yet even begun
to be tried.

It is presumable, too, that a stll further ang-
mentation would have an inflyence the reverse
of favorable to the public credit. The opera-
tion would be apt to be regarded as artificial;
as destitule of solidity; as presenting a nume-
rical increase, but involying an actual diminu-
tion of revenue. The distyust of the efficacy of
the present provision might also be accompa-
nied with a doubt of a better substitute here-
after. "The inference would not be unnatural,
that a defect of other means, or an inability to
command them, could alone have given birth
fo so unpromising an effort to draw all from one
source. X .

A diversification of the nature of the funds is
desirable on other accounts. It is clear that
less dependence can be placed on one species
of funds, and that, too, liable to the vicissitudes
of the continuance, or interruption of foreign
intercourse, than upon a variety of different
funds formed by the union of internal with ex-
ternal objects.

"The inference, from these various and im-
portant considerations, seems to be, that to at-
tempt to extract wholly from duties on import-
ed articles the sum necessary to a_complete
provision for the public debt, would probably
be both deceptive and peruicious; incompatible
with the interests, not less of revenue than of
commerce; that resources of a different kind
must of necessity be explored; and that the se-
Tection of the most fit objects is the only thing
which ought to occupy inquiry.

Besides the establishment of supplementary
funds, it is requisite to the support of the public
credit that those established should stand upon
a footing which will give all reasonable assu-
vance of their effectual collection.
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Amaong the articles enumerated in the act
‘making {urther provision for the payment of the
public debt of the United States, there are two,
wines and teas, in regard to which some other
regulations than have yet been adopted seem
necessary for the secutity of the revenue, and
desirable for the accommodation of the mer-
chant. o

With these views it is submitted, that the
term for the payment of the duties on wines be
enlarged, as it respects Madeira wines, to eigh-
teen months, and as it respects other wines, to
nine months; and that they be collected on a
plan similar to that proposed iw relation to it~
ported distilled spirits

And that a third option (two being allowed
by the present law) be given to the importers
of teas, which shall be, to give bond without
Surety for the amount of duty in each case,
payable in two years, upon the following terms:

he teas to be deposited at the expense and
visk of the importer in storehouses to be agreed
upon between him and the proper officer of the
revenucs cach storchouse having two locks, the
key of one of which to be in the custody of the
importer or his agent, and the key of the other
of ‘which to be in the custody of an officer,
whose duty it shall be made to attend, at all
reasonable times, for the gurpnse of deliveries.

These deliveries, whether for home sale, or
for exportation to a foreign country, to be war-
ranted by permits from the chief officer of in-
spection of the place.

If for home sale, the permits to be granted
after the duties shall have been paid, or secured
10 be paid.

When the amount of the duties shall not ex-
<ceed one hundred dollars, four months to beal-
lowed for payment, When it shall exceed one
hundred dollars, and not exceed five hundred
dollars, the term of payment to be eight months;
and twelve months whenever (he amount shall
exceed five hundred dollars: Provided, That
the credit shall in no case extend beyond the
period of two years originally allowed for the
entire sum. If the duties on the whole quan-
1ity deposited shall not have been paid, or se-
cured to be paid, before the expiration of that
time, it shall be fawful for the proper officer to
causeé a sale to be made of so much as shall be
sufficient to discharge wliat shall remain unsa-
tisfied. In every case, it shall be at the option
of the party applying for the permit, either to
e the amount of the duties on the quantity to

e delivered, or to give bond for it, with one or
ies, to the satisfaction of the officer
whose province it shatl be to grant the permit.

If the deliveries are to be made for exporta-
tion, the permits to be granted upon bond being
entered info to secure and ascerlain the expor-
tation. ’Chis way require some alterations of
form, in the maner of proceeding, relatively (o
the exportation of this article.

All teas to be landed under the care of the
inspectors of the revenue, the chestsand other
packages containing them to be marked, and

certificates which shall accompany them to be
granted, as in the case of distilled spirits.

To these more direct expedients for the sup-
port of public credit, the nstitution of a Na-
tional Bank presents iiself as a necessary auxi-
liary. This, the Secretary regards as an indis-

ensable engine in the administralion of the

nances. To present this important object ina
more distinct and more comprehensive light, he
has concluded to make it the subject of a sepa-
rate Report, which he begs leave herewith to
submit.

All which is humbly submitted,
ALEXANDER HAMILTON,
Secrelary of the Treasury.

Estimate of the probable product of the Funds, pro-
posed in the anneed Report.

4,000,000 gallons of distilled spirits im-
ported from foreign countries, at eight

centspergallon - - - - - . $320,000
3,500,000 gallons of spirits, distilled in
the United States from foreign mate-
vials, at eleven cents per gallon 385,000
3,000,000 gallons distilled from materials
of the United States, at nine cents per
gallon - - - ... 270,000
Total - - §$975,000
Deduct for drawbacks, and expense of
collection, 10 per cent. - - . 97,500
Netproduct - $877,500

REPORT ON A NATIONAL BANK.

Communicated to the House of Representatives,
December 14, 1790,

TrEASURY DEPARTMENT,
December 13, 1790.
In obedience fo the order of the House of Re-
presentatives, of the ninth day of August last,
requiring the Secretary of the Treasury to
prepare and report, on this day, such further
provision as may, in his opinion, be necessary
for esinbhshmf the public credit, the said
Secretary further respectfully reports:

That, from a conviction (as suggested in his
Report now presented) that a National Bank
18 an institution of primary importance to the
prosperous administration of the finances, and
would be of the greatest utility in_the opera-
tions connected with the support of the public
credit, his attention has been drawn to devising
the plan of such an institution, upon a scale
which will entitle it to the confidence, and be
likely to render it equal fo the exigencies of the

ublic.

P Breviously to entering upon the detail of ihis
plan, he entreats the indulgence of the House
towards some preliminary reflections naturall

arising out of the subject, which he hopes will
be deemed neither useless nor out of place.
Public_opinion being the ultimate arbifer of
every measure of Government, it can scarcely
appear improper, in deference to that, teaccom-




