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a substitute for money; or whether, by being
{eft as it is, or 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 drain of our cash
from the channels of prodactive industry.

The effect which the funding of the public
debt, on right principles, would have on land-
ed property, is ene of the circumstances attend-
ing such an arrangement which has been least
adverted to, though it deserves the most parti-
cular attention. 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 Revelution from
twenty-five to thirty per cent. In those further
South the decrease is still more considerable.
Indeed, if the representations continuallfr re-
ceived from that quarter may be credited, lands
there will command no price which may not
be deemed an almost total sacrifice.

This decrease in the value of lands ought,
in a great measure, lo be attributed to the scar-
city of money; consequently whatever produces
an augmentation of the moneyed capital of the
country wmust have a proportionable effect in
raising that value. The beneficial tendency
of afunded debtin this respect has been mani-
fested by the most decisive experience in Great
Britain. ]

"The proprietors of lands 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 believe
that such of them as are indebted would be
able through that resource to satisfy their more
urgent creditors.

1t ought not, however, to be expected that the
advantages, described as likely to result from
funding the public debt, would be instanta-
peous. It might require some time to bring the
value of stock toits natural level, and to attach
to it that fixed confidence which is necessary
to its quality as money. - Yetthe late rapid rise of
the public securities encourages an expectation
that the progress of stock to the desirable point
will be much more expeditious 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 ouglit 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 observed one which has, more than
once, made its appearance in the public prints,
and which is occasionally to be met with in
conversation. It involves this question, whe-
ther a discrimination ought not to be made be-
tween original 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
latter 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 prunitive possessor.

In tavor of this scheme it is alleged that it
would be unreasonable to 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 wmisfortune of
the first owner, who, probably through necessi-
iy, parted with his property at so great a loss,
by obliging him to contribute 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.

It 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 pay“the 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 to 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 in 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 purchase,
and in conformity to the original agreement
and intention of Government, his claim cannot
be 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
in it, 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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their concurrence in such modifications of their
claims as any real 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 greater authority. There are arguments
for it which rest on the immutable principles of
moral obligation; and in proportion as the mind
is 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 reflection derives additional strength
from the nature of the debt of the United States.
It was the price of liberty. 'The faith of Ame-
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 nol 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 eontinued 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 creditby do-
ing justice to the creditors of 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 a foriner Government, the institution
of a new one, clothed with powers competent
to calling forth the resources of the community,
has excited correspondent expectations. A ge-
neral belief accordingly prevails that the credit
of the United States will quickly be establish-
ed on the firin foundation of an effectual provi-
sion for the existing debt. The influence which
this has had at honme is witnessed by the rapid
increase that hastaken 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
Eave risen fifty per cent. more; and the intelli-
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.

To justify and preserve their confidence; to
promote the increasing respectability of the
American hame; to answer the calls of justice;
to restore landed property to its due value; to
furnish new resources both to agriculture and
commerce; to cement more closely the union
of the States; to add to their security against
foreign attack; to establish public order on the
basis of an upright and liberal policy—these

-are the great and invaluable ends to be secured
by a proper and adequate provision at the pre-
sent pertod for the support of public credit.

‘T'o this provision we are invited, not only by
the general considerations which have been no-
ticed, but by others of a more particular na-
ture. It will procure to every class of the
community some important advantages, and
remove some no less important disadvantages,

The advantage to the public creditors trons
the increased value of that pact of their pro-
perty which constitutes the public debt, needs
no explanation.

But there is a consequence of this, less ob-
vious though not less true, in which every other
citizen is interested. It is a well-known fact,
that in coumntries where the nationai 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 current 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
1s 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, whenr
he has a 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-
terprise.

Thirdly. 'T'he inlerest of money will be low-
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 en 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 being well fund-
ed, it has acquired an adequate and stable va-
lue. Till then it has rather a contrary tendency.
The fluctuation and iusecurity incident to it in
an anfunded state render it a mere commodity,
and a precarious one. As such, being only an
object of oceasional and particular speculation,
all the woney applied to it is so much diverted
from the more useful channels of eirculation,
for which the thing itself affords no substitutes
so that, in fact, one serious inconvenience of an
unfunded debt i1s that it contributes to the
scarcity of money. )

This distinction, which has been Iittle if at all
attended to, 1s of "ihe greatest moment, It in-
volves a question immediately interesting 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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REPORTS AND OTHER DOCUMENTS.

REPORT OF THE SECRETARY OF THE
TREASURY,

With his Plan fur supporting Public Gredit.

‘The Secretary of the Treasury, in obedience
{o the resclution of the House of Representa-
tives, of the twenty-first day of September last,
has, during the recess of Congress, applied
himself to the consideration of a proper plan for
the support of the public credit, 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
00 small degree, the anxieties which naturally
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
- mowentous nature of the truth contained in the
vesolution under which his investigation has
Been conducted: ** That an adequate provi-
sion for the support of the public credit i1s a
matter of high unportance to the honor and
prosperity of the United States.”

With an ardent desire that his well-mceant
endeavors may be conducive to the real advan-
tage of the nation, and with the utmost defer-
ence to the superior judgment of the House, he
now respectiully submits the vesultof his inqui-
yies and reflections fo their indulgent construc-
{ton.

In the opinlon of the Secrctary, the wisdom
of the [Touse in giving their explicit sanction to
the proposition which has been siated cannot
but be applauded by all who will seriously con-
sider and (race through (heir obvious conse-
quences (hese plain and undeniable truths.

That exigencies ave to be expected to eccur
in the affairs of nations, in which there will be
a necesgity for borrowing,

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

And thatina country, which, like this, is pos-
sessed of little aclive wealth, or, in other words,
fittle mouneyed capital, the necessity for that
resource must, in such emergencies, be propor-
tiopably urgent.

And as on the one hand, the necessily for
borrowing, in particular eiergencies, cannot be
doubted, so on the other it is equally evident
that to be able to borrow, upon good terms, it
is essential that the credit of a nation should be
well established.

For when the credit of a country is in any
degree questionable, it never fails to give an
extravagant premium, in one shape or another,
upon all the loans it has occasion to make. Nor
does the evil~end here; the same disadvantage
must be sustained upon whatever is to be
bought on terms of future 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 a neglect of
the maxims that uphold public credit, and jus-
tify 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.

If the maintenance of public credit, then, be
truly so important, the next inquiry which sug-
gests itself is, by what means is it to be effect-
ed? The ready answer to which question is,
by good faith, by a puactual performance of
contracts. States, like iandividuals, whe ob-
serve their engagements, are respected amd
trusted: while the reverse is the fale of those
who pursue an opposile conduct.

Every breach of the public engagements,
whether {rom choice or necessity, is n differ-
ent degress hurtful to public credit. -When
such a necessity does 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. [t is therefore highly important, when
an appearance of necessity seems to press upon
the public councils, that they should ezamine
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 may not exist, in which viola-
tions of the public faith, in this respect, are in-
evitable, yet therc is great reason (o believe that
they exist far less frequently than precedents
indicate; and are oftenest either pretended
through levity or want of firmness, or supposed
through want of knowledge. Expedients might
often have been devised to effect, consistently
with good taith, 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 examn-
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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The annuities of those who die to be equally
divided among the survivors, until four-fifths
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 survivorship on the death of four-fifths of the
annuitants will be no inconsiderable addition.

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

It 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 last 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-
ney, 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 ol compensation to
be made to them. Six per cent. per annum,

aid in this mode, will truly be worth six dol-
ars,and onehundred and thirty-five thousandth
parts of a dollar, computing the market interest
at the same rate.

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, Lhat the
debt should, with the consent of the creditors,
be remoulded into such shape as will bring
the expenditure of the nation to a level with its
income. Till this shall be accomplished, the
finances of the United States will never.-wear
a proper countenance. Arrears of interest,
continually accraing, will be as continual a
monument either of inability or of ill faith,
and will not cease to have an evil influence on
public credit. In nothing are appearances of

reater moment than in whatever regards cre-
dit. Opinion is the sou! of it, and this is affect-
ed by appearances as well as realities. By
oftering an option to the creditors, between a
number of plans, the change meditated will be
more likely to be accomplished. Different
tempers will be governed by different 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
remain, after satisfying the interest of the new
loans, and the demand for the current service,
ought to be divided among those creditors, it
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 success of
the propositions to be made, on the goodness of
the reasons upon which they rest; on the fair-
ness of the equivalent to be offered in each case;
on the discerninent of the creditors of their true
interest; and on their disposition to facilitate
the arrangements of the Government, and to
render them satisfactory to the community.

The remaining part of the task to be perform-
ed is, to take a view of the means of providing
for the debt, according to the modification of it
which is proposed. .

On this point the Secretary premises that, in
his opinion, the funds to be established ought,
for the present, to be confined to the existing
debt of the United States; as well becanse 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 obtaining of that
consent may be inferred with- great assurance
from their obvious interest to give it, yet till
it shall be obtained, 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 done respecting it
is to put the watter in an effectual train for a
future provision. For which purpose the Secre-
tary will, in the course of this report, submit
such propositions as appear to him advisable.

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

It has been stated that the debt of the United
States consists of

The foreigndebt, amounting, with

arrears of interest, to - - -

And the domestic debt, amount-

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

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

The annual interest of the foreign

debt has beenstated at - - - § 542,599 66
And the interest of the domestic
debt, at four per eent., would
amountto - - - - - - -

. Making together, -

$11,710,378 62

1,698,563 43

$2,239,163 09






[image: image4.png]2065

APPENDIX.

- 2066

Report on Public Credit.

Thus, to pay the interest of the foreign debt,
and to pay four per cent. 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 ptl'an 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 for reducing the debt by pur-
chases may be advantageously pursued, and as
the payment of the de%erred 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 Secretary,
ought to be paid by new loans abroad. Could
funds be conveniently 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
for_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 obfained 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
Kolicy 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 would 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 thew, ‘'in reality, luxuries, the greatest part
of them foreign luxuries; some of them, in the
excess in which they are used, pernicious luxu-
ries. And there is, perhaps, none of them 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 (louEt
very much en 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 promote a
more favorable balance of trade. As far as this
decreage might be applicable to distilled spirits,
it would encourage the substitution of cider
and malt liquors, benefit agriculture, and open
a new and productive source of revenye.

It is not, however, probable that this decrease
would be in a degree which would frustrate the
expecled 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 con-
ﬁlrmed by habit, are not easily alienated from
them.

The same fact affords.a security to the mer-
chant that he is not likely to be prejudiced by
considerable duties on such articles. They
will usually command a proportional price. The
chief things in this view to be attended to are,
that the terms of payment be so regulated as
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, to be very productive. and are amongst
the most difficult objects of illicit introduétion.

Invited 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 to 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 duty, the precautious for the collec-
tion of which should terminate with the land-
ing of the goods, 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 were, on a single risk. To land
the goods in defiance of the vigilance of the
officers of the customs is alinost the sole diffi-
culty. No future pursuit is materially tv 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 utmost rigor of penal laws
has proved, as often as it has been tried, an in-
effectual gnard. ] )

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 .

By pursuing the article from its importation
into tEe hands of the dealers in it, the risk of

-





[image: image5.png]2067

APPENDIX.

2068

-

Report on Public Credit.

_ﬂ——————_—?————_——

detection is so greatly enhanced that few, in
comparison, will venture to incur it. Indeed,
every dealer, who is not himself the frandulent
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
opinion of the Secretary, essential to the effi-
cacy of every attempt to render the revenues
of the United States equal to their exigencies,
their safety, their prosperity, their honor.

Nar 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
ghare 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
him; or he sells at the increased price occasion-
ed Dy the duty, and defrauds every man who
buys of him of his share of what the public
ought tv 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 Stae:. -

The Secretary 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 objections of any that has occurred
of equal efficacy. He acknowledges, too, that
it is susceptible of improvement by other pre-
caulions in favor of the revenue, which he did
not think it expedient to add. The chief out-
lines 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 duties heretofore laid upon wines,
distilled spirits, 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, thirty-five cents.

Upon every gallon of other Madeira wine,
thirty cents. -

Upon every gallon of Sheny, twenty-five
cents. . .

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

Upon every gallon of distilled spirits, more
than ten 'per cent. below proof, according to
Dicag’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 not more than five per cent. below proof,
according to the same hydrometer, twenty-two
cents.

Upon every gallon of those spirits above proof,
but not ezceeding twenty per cent. according

to the same hydrometer, twenty-five cents,

Upon every gallon of those spirits more than
twenty, and not more than forty per cent.above
protgf, 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.

Uﬁon every pound of souchoug 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 otlrer fareign
materials, there be paid,

Upon every gallon of those spirils 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 hydromeier, fifteen cents.

Upon every gallon of those 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 hydrometer, 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 spirits 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,

Ubpon 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 hydrometer, seven-
teen cents.

Upon every gallon of those spirits 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, town, or village, there be paid the

early sum of sixty cents for every gailon,
nglish wine measure, of the capacity of each
still, including its head. )
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The Secretary does not distribute the duties
on teas into different classes, as has been done
in the impost act of thie last session; because
this distribution depends on considerations of
commercial policy, nol 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 Secretary, conceiving that he could not
convey an accurate idea of the plan contemplat-
ed by him for the collectiun of these duties in
any mode so effectnal 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. ] )

It 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, till 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 speciesof 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 these may
sustain by their acts or neglects; but even where
seizures ace 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 its detention,
1s 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
dealers 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 spirit of
illicit traffic; there will he perceived to exist

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

The Secretary computes the nett product of the
duties proposed in thisreportat about one million
seven hundred 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 oceur that in so unexplored
a field there must be a considerable degree of
uncertainty in the data. And that, on this ac-
count, it will be prudent to have an auxiliary
resource for the first year, in which the inter-
est will become payable, that there may be no
possibility of disappointment to the public cre-
ditors, ere there may be an opportunity of pro-
viding for any deficiency which the experiment
may discover. This will accordingly be at-
tended 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 ap-
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-
?ltit()m co-extensive with the duration 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 thatsource to the purposes of a sinking
fund. The postmaster-general gives it as his
opinion, that the imniediate product of it, upon
a proper arrangement, would probably be not
less than one hundred thousand dollars. And
from its nature, with good management, it must
be a growing, and will be likeTy 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 Secretary is that the proper
funding of the present debt will render it a na-
tional blessing, yet he is so far from acceding
to the position, in the latitude in which it is
sometimes laid down, that “ public debts are
public benefits;”” a position inviting to prodi-
gality, and liable to dangerous abuse, that he
ardently wishes to see it incorporated, as a fun-





[image: image7.png]APPENDIX. o

Report on Public Credit.

ﬁ

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 rendering public credit immortal.
And he presumes that 1t 1s difficult to conceive
a 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 one 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 Chief Justice, Secrefary of
the Treasury, and Attorney General of the
United States, for the time being, in irust, to
be applied by them, or any three of them, to
the discharge of the existing public debt,
either by purchases of stock in the market, or
by payments on account of the principal, as
shail 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, 2 sum not exceeding twelve millions of
dollars, to be applied,

* First. To the paymeunt 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
provided for paying the interest of the domestic

debt. °

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, a new loan at a lower in-
terest may be combined with other expedisnts.
The remainder of this part o the debt, after
paying the instalments which will accrue in the
course of 1790, will be $3,888,888 81.

Fourthly. To the purchase of the public
debt at the price it shall bear in the market,
while it continues below its (rue value.. This
measure, which would be, in the opinion of the
Secretary, highly dishonorable to ihe Govern-
ment, if it were to precede a provision for fund-
ing the debt, would become altogether unex-
ceptionable after that had been made. ~Iis
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
Tntereston the capital to beborrowed for thispur-

pose, should that be a necessary consequence,
would not, in the judgment of the Secretary,
be a good objection tothe measure. The sav-
ing by the operation would be itself a sufficient

in?iemnity; and the employment of that capital,

in a country situated like this, would muc
more than compensate for it. Besides, il the
Government does 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 itself, 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 contrary to
an idea which is not without patrons, it ought
{0 be the policy of the Government to raise the
value of stock to its true standard as fast as
possible.- When it arrives to that pont, foreign
speculations, (which till then must be deemed
pernicious further than that they serve to bring
it to that point,) will become beneficial. Their
money laid out in this country upon our agri-
culture, commerce, and manufactures, will
produce much more to us than the income they-
will receive from It

The Secretary contemplates the application
of this money, through the 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_the 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,

‘That 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, ov 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 ihat the provisiun to be made as
aforesaid shall be suspended 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-
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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 17913 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
foans of the sald debts at the same times an

laces, and under the like regulations as shall
ave 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
in 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 been desirable even to digest
the general principles of the plan. If these
shou%d be found right, the particular modifica-
tions will readily suggest themselves in the
progress of the work.

The Secretary, in the views which have di-
rected his pursuit of the subject, has been in-
fluenced, i 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 adequate 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 net bear the test
of future unbiassed examination can neither be
productive of individual reputation, nor (which
15 of much greater consequence) public honor
or advantage.

Decply impressed, as the Secrelary is, with
a full and deliberate conviction, that the estab-
lishment of public credit, upon the basis of a
satisfactory provision for the public debt, is,
under the present circumstances of the country,
the true desideratum towards relief from ind}iy-
vidual and national embarrassments; that, with-
out it, these embarrassments will be likely to

ress still more severely upon the community,
Ee cannot but indulge an 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. o

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 creditorss both which circumstan-
ces are of great moment to public credit; but
becaunse the advantaﬁes to the community from
raising stock as speedily 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 any fpracticable 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 henorable, ought to be
preceded by a provision. Delay, by dissemi-
nating doubt, would sink the price of stock;
and as the temptation to foreign speculations
from the lowness of price would be too great to
be neglected, millions wouid probably be lost
to the United States.
All which is humbly submitted.
ALEXANDER HAMILTON,
Secretary of the Treasury.

"REPORT ON PUBLIC CREDIT.

Treasury 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 as may, in his opinion, be necessary
for establishing the public credit, the said Se-
cretary respectfully reports:

That the object which appears to be mest im-
mediately essential to the further support of
public credil, in pursuance of the plan adopt-
ed during the last session of Congress, 1s, the
establishment of proper and sufficient funds, for
paying the interest which will begin to accrue
after the 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 already estab-
lished, as they respect the original debt of the
Union. '

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 of annual interest upon that
amgount, which, according to the
terms of the proposed loan, will
begin to accrue after the year one
thousand seven hundred and nine-

one, is - - - 788,333 33
The estimated deficiency, in the
funds already established, as they
respect 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 duty on foreign distilled
spirits, and a duty on spirits distilled within
the United States, to be collected in the mode
delineated in the plan of a bill which forms a





