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CHAPTER I  

INTRODUCTION

I n  t h e s e  d ay s  when American p o l i t i c a l  p a r t i e s  a r e  so 

l o u d l y  p r o c l a im in g  th e  i d e a l  and p r i n c i p l e s  o f  H amilton  

and J e f f e r s o n *  w i th  t h e  f a m i l i a r  c ry  of “b a c k  t o  t h e  con

s t i t u t i o n ” s t i l l  r i n g i n g  i n  our  e a r s ,  i t  i s  w e l l  t o  con

s i d e r  t h e  economic and p o l i t i c a l  f o u n d a t i o n s  o f  our 

American  n a t i o n .  No l o n g e r  do we f i n d  our  s t a t e s m e n  

t a l k i n g  of a s t r i c t  o r  l i b e r a l  i n t e r p r e t a t i o n  o f  t h e  

c o n s t i t u t i o n .  The y e a r s  have b r o u g h t  amendments, new 

s t a t u t e s  and j u d i c i a l  d e c i s i o n s ,  w hich  have changed t h e  

s p i r i t  o f  t h e  w r i t t e n  word i n  p o l i t i c a l  p r a c t i c e .  The 

most complete  r e v o l u t i o n  i n  our p o l i t i c a l  sy s tem ,  however^ 

has  n o t  been b r o u g h t  ab o u t  by amendments o r  j u d i c i a l  

d e c i s i o n s ,  b u t  by  t h e  customs o f  p o l i t i c a l  p a r t i e s  in  

o p e r a t i n g  t h e  m ach ine ry  o f  governm ent .  Much h as  been  

w r i t t e n  about  “ t h e  momentum of an e a r l y  s t a r t ’’ , and as  

c e r t a i n  p o l i t i c a l  p r a c t i c e s  of  t h e  y e a r s  have become t h e  

accustom ed h a b i t s  of  t h e  n a t i o n ,  so have some economic 

i n s t i t u t i o n s  become t h e  a c c e p te d  s t a n d a r d s  f o r  a l l  ages  

o f  s o c i e t y .

Each s t a g e  of  c i v i l i z a t i o n  c o n t a i n s  so many e lem e n ts  

from t h e  p r e c e d i n g  age t h a t  t h e  p r e s e n t  i s  in c o m p re h e n s ib le  

w i th o u t  a knowledge of  e a r l i e r  a g e s .  I t  i s  t h e r e f o r e  w e l l  

t o  c o n s i d e r  t h e  economic and p o l i t i c a l  f o u n d a t i o n s  o f  t h e  

n a t i o n  in  o r d e r  t h a t  we may g a in  an a p p r e c i a t i o n  of t h e
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e v o l u t i o n a r y  c h a r a c t e r  o f  o u r  n a t i o n a l  i n s t i t u t i o n s .  As

H am il ton  has w e l l  s a i d ,  "I. h o ld  w i t h  M ontesqu ieu ,  t h a t  a

government must be  f i t t e d  t o  a n a t i o n  as  much a s  a  c o a t

t o  t h e  i n d i v i d u a l ;  and c o n s e q u e n t l y ,  t h a t  what may b e  good

a t  P h i l a d e l n h i a  may b e  b a d  a t  P a r i s ,  and r i d i c u l o u s  a t  
1

P e t e r s b u r g h . * H a t io n s  grow as i n d i v i d u a l s  grow, and 

t h e  c o a t  t h a t  may f i t  t h e  boy w i l l  n o t ,  p e r h a p s ,  b e s t  

f i t  t h e  man. P o l i t i c a l  and  economic i n s t i t u t i o n s  change 

w i t h  t h e  s p i r i t  o f  t h e  t i m e s ;  y e t  t h e  p r e s e n t  c o n t a in s  

so much of t h e  p a s t  t h a t  a  com ple te  u n d e r s t a n d i n g  i s  

i m p o s s ib l e  w i th o u t  an e x a m in a t io n  and c r i t i q u e  o f  t h e  f a c t s  

and h a b i t s  o f  t h e  y e a r s  gone by .

T h is  e s s a y  i s  no t  c h i e f l y  co n ce rn ed  w i t h  b i o g r a p h i c a l  

d e t a i l  and g e n e r a l  h i s t o r y .  V a lu a b le  works on t h e  l i f e  and 

t im e  o f  H am il ton  a l r e a d y  e x i s t *  I t  i s  r a t h e r  a  s y s t e m a t i c  

e x a m in a t io n  o f  H a m i l to n ’ s economic p r i n c i p l e s  and o f  t h e  

p a r t  p lay ed  by h i s  program i n  t h e  f o u n d a t i o n  o f  our n a t i o n a l  

economy. A d i s c u s s i o n  o f  t h e  e x t e n t  t o  which such p r i n c i p l e s  

r e f l e c t e d  t h e  c o n d i t i o n s  o f  t h e  t im e  and t h e  i n f l u e n c e  of  

t h e  th o u g h t  o f  o t h e r s  w i l l  n a t u r a l l y  a l s o  b e  In v o lv e d .  The 

p u r p o s e  o f  t h i s  e s say  i s  t o  s t a t e  and a n a ly z e  he s o c i o 

economic t h e o r i e s  and t o  r e v e a l  t h e  p h i l o s o p h i c  b a s e s  o f  

h i s  p u b l i c  a c t s  and w r i t i n g s .

I t  i s  o b v io u s  t h a t  t h e  i n t e r r e l a t i o n s  o f  s o c i a l  

phenomena can n o t  b e  i g n o r e d .  A s tu d y  of  any one a s p e c t  

c a n n o t  b e  e x p e c te d  t o  y i e l d  more t h a n  ap p ro x im a te  r e s u l t s .

1
H am il to n ,  Works. X, 337,  F e d e r a l  E d i t i o n .



www.manaraa.com

John  b t u a r t  M i l l  has w e l l  s a i d ,  “Whatever a f f e c t s ,  i n  an 

a p p r e c i a b l e  d e g r e e ,  any one e lem ent  of  t h e  s o c i a l  s t a t e ,

a f f e c t s  th r o u g h  i t  a l l  t h e  o t h e r  e l e m e n t s ............... We can n e v e r

e i t h e r  u n d e r s t a n d  in  t h e o r y  or  command i n  p r a c t i c e  t h e  con

d i t i o n s  i n  a l l  o t h e r  r e s p e c t s .  T h e re  i s  no s o c i a l  phenom

enon whieh i s  n o t  more o r  l e s s  I n f l u e n c e d  by eve ry  o t h e r  

p a r t  of  t h e  c o n d i t i o n  o f  t h e  same s o c i e t y ,  and ,  t h e r e f o r e ,

by ev e ry  cau se  which i s  i n f l u e n c i n g  any o t h e r  o f  t h e
1

contem poraneous s o c i a l  phenomena.** The e f f e c t s  of 

c e r t a i n  economic cau ses  a r e  p a r t i a l l y  d ep e n d e n t  upon non

economic c i r c u m s ta n c e s .  T h i s  s t u d y ,  a l t h o u g h  p r i m a r i l y  

co n c e rn ed  w i th  t h e  economic a s p e c t s  o f  Hamilton* d o c t r i n e s ,  

must o f  n e c e s s i t y  c o n s i d e r  th e  p o l i t i c a l ,  e t h i c a l  and 

s o c i a l  phases  a s  w e l l .

The method o f  p r e s e n t a t i o n  i s  p r i m a r i l y  t o p i c a l .  I n  

t h i s  way Hamilton* s i d e a s  can be  d i s c u s s e d  i n  a more thorough  

a n d u n i t a r y  manner,  and more in  r e l a t i o n  t o  t h e  contem porary  

economic c o n d i t i o n s  t h a t  gave r i s e  t o  them. D e s p i t e  t h e  

p r a c t i c a l  a d v a n ta g e s  of  t h i s  method, t h e r e  i s  a  te n d en cy  

t o  f o r c e  upon t h e  w r i t i n g s  of  t h e  t im e  a  c o n fo rm i ty  t o  

t h e  c o n c e p ts  of  modern economy.

1
M i l l ,  John  b t u a r t ,  L o g i c . 488.
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CHAPTER I I  

BIOGRAPHICAL SKETCH OF HAMILTON

• A lexander  H am il ton  was b o rn  J a n u a r y  11, 1757, on t h e  

i s l e  of N ev is  i n  t h e  p i c t u r e s q u e  A n t i l l e s .  His m other ,
V.

R a ch e l  F a w c e t t ,  was t h e  d a u g h te r  of Dr, Jo h n  F a w c e t t ,  a 

Huguenot,  e x i l e d  a f t e r  t h e  R e v o c a t io n  of t h e  E d i c t  of  

N a n t e s . She was b o rn  on t h e  i s l e  of  N ev is ,  and when b a r e l y  

s i x t e e n  was f o r c e d  i n t o  a m a r r ia g e  w i t h  a r i c h  D anish  Jew, 

John  M ichae l  L e v in e .  The m a r r ia g e  was e v i d e n t l y  one o f  

g r e a t  u n h a p p i n e s s ,  f o r  s h e  r e t u r n e d  t o  h e r  m o the r  i n  1756. 

About a  y e a r  a f t e r  l e a v i n g  L ev ine ,  she met James H am il ton  

on t h e  i s l a n d .  Due t o  t h e  g r e a t  i n f l u e n c e  of  h e r  husband ,  

she was p o w e r le s s  i n  h e r  a t t e m p t  t o  o b t a i n  a  d i v o r c e .  F o r  

t h a t  t im e ,  d i v o r c e  was extremely ra re  even i n  t h e  c o l o n ie s . ,  

and i n  t h e  crown p r o v i n c e s  i t  in v o lv e d  a  l o n g ,  d i f f i c u l t  

and e x p e n s iv e  p r o c e e d in g  of th e  g r e a t e s t  p u b l i c i t y .  R a t h e r  

t h a n  s a c r i f i c e  t h e  f u t u r e ,  t h e  two d e c id e d  t o  rem ain  on t h e  

i s l a n d  as  husband  and common law w i f e .

James H am il ton  was a S co tch  m erch an t .  He does  n o t  

a p p e a r  t o  have been  s u c c e s s f u l  i n  any p u r s u i t .  By h i s  

n e i g h b o r s ,  he was c o n s id e r e d  a  s t u d e n t  and a d ream er .  H is  

c h i e f  h a p p in e s s  seemed t o  b e  i n  t h e  s o c i e t y  of  h i s  b e a u t i f u l  

and t a l e n t e d  w i f e ,  who was in  every  way h i s  i n t e l l e c t u a l  

s u p e r i o r .  The two rem a in ed  a t  N ev is  u n t i l  M rs .  H a m i l to n ' s  

d e a t h  i n  1 7 6 8 .

Alexander was born a year a f t e r  James Hamilton and

R achel Faw cett began t h e i r  l i f e  to g e th e r .  At e le v e n , he
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f o r c e d  by t h e  s t a t e  of h i s  f a . t h e r 1 s a f f a i r s  "to work a s  a 

c l e r k  i n  t h e  o f f i c e  of  an e x p o r t e r .  At s i x t e e n  he came t o  

New York and e n t e r e d  t h e  C o l leg e  o f  New York ,  now Columbia 

U n i v e r s i t y .  He was p r e p a r i n g  h i m s e l f  f o r  t h e  p r o f e s s i o n  

of  law and would have r e c e i v e d  h i s  d e g re e  a t  t h e  age o f  

n i n e t e e n ,  b u t  t h e  ‘American R e v o l u t i o n  i n t e r v e n e d .  He 

e n t e r e d  the  army as a c a p t a i n  of  t h e  a r t i l l e r y ,  b u t  s h o r t l y  

a f t e r ,  by i n v i t a t i o n ,  became a id e -d e -ca m p  t o  G-eneral Wash

i n g t o n .  His r e c o r d  as  a s o l d i e r  i s  one of  g r e a t  e x e c u t i v e  

a b i l i t y  and e x t r a o r d i n a r y  v a l o r .

At th e  c o n c l u s i o n  o f  t h e  war,  he became a member of  

C ongress  by t h e  a p p o in tm en t  o f  t h e  New York l e g i s l a t u r e .  

L a t e r  he s e t t l e d  i n  t h e  c i t y  of New York t o  p r a c t i c e  law, 

b u t  t h e  derangem ent o f  p u b l i c  a f f a i r s  and t h e  f e e b l e n e s s  

of  t h e  C o n f e d e ra t io n  drew him i n t o  p u b l i c  l i f e .  His un

u s u a l  z e a l  and h i s  a b i l i t y  t o . d i s c u s s  p u b l i c  m a t t e r s  a r e  

w e l l  known from h i s  many w r i t i n g s ,  e s p e c i a l l y  th o s e  of  

The F e d e r a l i s t . He was a member o f  t h e  C o n s t i t u t i o n a l  

C onven t ion .  His work was o u t s t a n d i n g  in  t h e  development 

of  t h e  new governm ent.  Under P r e s i d e n t  W ashington ,  he b e 

came t h e  f i r s t  S e c r e t a r y  o f  t h e  T r e a s u r y .

In  1780 he m a r r i e d  t h e  second  d a u g h t e r  o f  G en e ra l  

S c h u y le r ,  a g en t lem an  o f  one of t h e  b e s t  f a m i l i e s  in  t h e  

c o u n t r y ,  of l a r g e  f o r t u n e ,  and of  no l e s s  p e r s o n a l  and 

p o l i t i c a l  co n sequence .  H am il ton  had f i v e  c h i l d r e n ,  f o u r  

sons  and a d a u g h t e r .
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As a  r e s u l t  of  a  p u b l i c  c o n f l i c t  in  t h e  l e a d i n g  p a p e r s

of t h e  t im e ,  H am il ton  was c h a l l e n g e d  t o  a d u e l  by  Aaron

B u r r ,  d y ing  on J u l y  11, 1804, as  a r e s u l t  of  t h e  wounds

re c e iv e d *  A l th o u g h  H am il ton  c o n t i n u a l l y  i n s i s t e d  t h a t

d u e l l i n g  was a g a i n s t  h i s  p r i n c i p l e s  and r e l i g i o n ,  he

f e l t  i t  n e c e s s a r y  t o  expose  t h e  c o r r u p t  p r a c t i c e s  and

t h e  manner in  which he th o u g h t  B u r r  was s w in d l i n g  h i s

c l i e n t s .  They were n a t u r a l  p o l i t i c a l  enem ies ;  th u s  h i s

d e a t h  was t h e  r e s u l t  o f  s t r i c t  a l l e g i a n c e  t o  c o n d i t i o n s

which  he c o n s id e r e d  o f  g r e a t e r  moment th a n  h i s  l i f e .

H am ilton  was n o t  a  r i c h  man. H is  s t u d i o u s  t a s t e s  and

h a b i t s  drew f o r t h  t h e  famous comment of T a l l e y r a n d ,  who

p a s s e d  H am i l to n ’ s window one n i g h t  and found  him a t  work,

” 1 have  seen  a man who made th e  f o r t u n e  o f  a  n a t i o n ,
1

l a b o r i n g  a l l  n i g h t  t o  s u p p o r t  h i s  fam ily . '*  H am il ton ,  him

s e l f ,  w ro te  t h a t ,  " th o u g h  I  have b e e n  to o  much i n  p u b l i c  

l i f e  t o  be  w e a l th y ,  my s i t u a t i o n  i s  ex t re m e ly  c o m fo r t a b l e ,  

and l e a v e s  me n o t h in g  t o  w ish  b u t  a c o n t in u a n c e  o f  h e a l t h .  

With t h i s  b l e s s i n g ,  t h e  p r o f i t s  o f  my p r o f e s s i o n  and o t h e r  

p r o s p e c t s  a u t h o r i z e  an e x p e c t a t i o n  o f  such a d d i t i o n  t o  my

r e s o u r c e s  as  w i l l  r e n d e r  t h e  eve o f  l i f e  ea sy  and a g r e e -
2

a b l e ,  as  f a r  as  may depend on t h i s  c o n s i d e r a t i o n . ”

He was a con tem pora ry  of  F r e d e r i c k  t h e  G-reat, . t h e  P i t t s

1
Ham ilton, A. fit., The In tim a te  L i f e  of A lexander Hami l t o n .  75,

2
Works. VI, 243
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Fox, Burke ,  Adam Smith ,  T u rg o t  and N apoleon .  In  h i s  l i b r a r y

a t  h i s  d e a th ,  were found  su c h .b o o k s  a s  Hume’ s E s s a y s , The

L e t t e r s  of  P l i n y , T r a i t e  G-enerale du Commerce, H i s t o l r e

du T u re n n e .E n c y c lo p e d ie  H e th o d iq u e . J o u r n a l  des  E t a t s  G-eneraux.

P l u t a r c h s  L i v e s , Lord C h e s t e r f i e l d ’ s L e t t e r s . V o l t a i r e ,

Winn’ s H i s to r y  o f  A m er ica . C i c e r o ’ s Morals., B a co n ’ s E s s a y s ,

R a l t * s D i c t i o n a r y  o f  T ra d e  and Commerce. The O r a t io n s  o f

D em os thenes . Hobbes’ D i a l o g u e s . E n t i c l e ’ s H i s t o r y  o r  t h e

L a t e  War. The L e t t e r s  of  S o c r a t e s , and S m i th ’ s Wealth  o f

N a t i o n s .  A n g e l i c l a  Church,  i n  w r i t i n g  t o  h e r  s i s t e r

E l i z a b e t h  H am i l ton ,  s ay s  from London on F e b r u a r y  4,  1790,

" I  s h a l l  send by t h e  f i r s t  s h ip s  e v e ry  w e l l - w r i t  t e n  book

t h a t  I  can p r o c u r e  on t h e  s u b j e c t  o f  f i n a n c e ,  I cannot

h e l p  b e i n g  d i v e r t e d  by t h e  a v i d i t y  I  e x p re s s  t o  w h a tev e r
1

r e l a t e s  to  t h i s  s u b j e c t , 4* She s e n t  him s m i t h ’ s W ealth  

of N a t i o n s .

I n  w r i t i n g  of H a m i l to n ’ s p r i n c i p l e s ,  Lodge,  one o f  

h i s  g r e a t  b i o g r a p h e r s , s t a t e s ,  "he was f a m i l i a r  w i th  t h e
y

s c i e n c e  of p o l i t i c a l  economy, t h e n  In  i t s  i n f a n c y ,  and 

t h e  w r i t i n g s  o f  Adam S m ith ,  t h e  f o u n d e r  of  t h a t  s c i e n c e ,  

whom he admired and quoted,  b u t  whom he d id  n o t  f o l l o w . . .

He t a k e s  t h e  same ground a s  M i l l  i n  h i s  P o l i t i c a l  Econ- 

omy t h a t  p r o t e c t i o n  in  s t a r t i n g  i s  w ise  and p r o p e r . 11

1 '

H am il ton ,  A.M.,  The I n t i m a t e  L i f e  o f  A le x a n d e r  H a m i l to n . 75.
2
Lodge, Henry Cabot, A lexander H am ilton. 108, 110.
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I n  t h e  L i b r a r y  o f  Congress  t h e r e  a r e  t h r e e  more or lo S s  

com ple te  d r a f t s  and. t h e  f i n a l  d r a f t  of  H am il ton  s R e p o r t  

on M a n u f a c tu r e s . D r a f t s  one ,  two and f i n a l  a r e  in  h i s  

own h a n d w r i t i n g ;  t h e  t h i r d  was c o p ie d  by a c l e r k .  H am il ton  

w ro te  t h i s  r e p o r t  d u r in g  v e ry  busy  t im e s  as  S e c r e t a r y  o f  

t h e  T re a s u r y ,  and f o r  t h i s  r e a s o n  even t h e  f i n a l  d r a f t  

i s  somewhat d i s c o n n e c t e d  and r a m b l in g ;  b u t  t h e  m a n u s c r ip t s  

show many r e v i s i o n s  and a d d i t i o n s .  I t  i s  c l e a r  from t h e  

t e x t  i t s e l f  t h a t  he had b e f o r e  him a  copy of  Adam Sm ith*s  

W ealth  of N a t i o n s * His summary of  t h e  a rgum en ts  f o r  i n 

d i v i d u a l  * f reedom  o f  a c t i o n  and h i s  s t a t e m e n t  o f  t h e  ad

v a n t a g e s  o f  t h e  d i v i s i o n  o f  l a b o r  a r e  c l e a r l y  t a k e n  from 

Smith* s work. C o n c lu s iv e  ev id e n ce  t h a t  he had t h e  i?ork 

b e f o r e  him a t  t h e  t im e  o f  w r i t i n g  i s  found i n  a r e f e r e n c e ,  

“S m ith ,  W. of  N a t i o n s ,  v o l .  1, p .  219,*  w hich  a p p e a r s  on 

an e a r l y  r e p o r t  b u t  which was s u b s e q u e n t l y  s c r a t c h e d  o u t .

The l i f e  of  s o l d i e r ,  lawyer  and s t a t e s m a n  d id  n o t  g iv e  

him a s p e c i a l  t r a i n i n g  as  an ec o n o m is t .  I t  was h i s  s t u d i o u s  

a t t i t u d e ,  h i s  i n s i g h t  and d e t e r m i n a t i o n  w hich  e n a b le d  him 

t o  s e e  and draw o u t t h e  s t i l l  l a t e n t  s t r e n g t h  of  t h e  new 

c o u n t r y .  His r e a d i n g  gave him t h e  n e c e s s a r y  power f o r  

b r i n g i n g  t o g e t h e r  th e  b e s t  of  t r i e d  e x p e d i e n t s ,  and t h e  

b isad th  o f  c o n c e p t i o n  r e q u i r e d  f o r  s h a p in g  a sys tem  which  

s h o u ld  make g ro w th  r a p i d  and b u rd en s  l i g h t e r .  He d id  n o t  

l a y  c la im  t o  o r i g i n a l i t y .  He w ro t e ,  “The c h i e f  o u t l i n e s  

of  t h e  p i  an (R ep o r t  on P u b l i c  C r e d i t )  a r e  n o t  o r i g i n a l ;  

b u t  i t  i s  no i l l  recommendation o f  i t ,  t h a t  i t  has b e e n
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1
t r i e d  w i th  success.** Dunbar sums up Hamilton* s c a p a c i t i e s  

as  f o l l o w s :

When H am il ton  t o o k  up th e  problem of c r e a t i n g  
p u b l i c  c r e d i t  w i t h  a l l  t h a t  such  c r e a t i o n  
im p l ie d ,  he was b a r e l y  t h i r t y - t w o  y e a r s  o ld .
He c a n n o t  be  s a i d  t o  have had  any s p e c i a l  
t r a i n i n g  f o r  f i n a n c e .  He had  t a k e n  some s h a re  
i n  f i n a n c i a l  d i s c u s s i o n ,  and had u n d e rg o n e  t h e  
r a p i d  e d u c a t i o n a l  p r o c e s s  t o  which p r a c t i c a l  
p o l i t i c s  always s u b j e c t s  t h e  s t a t e s m a n .  In  
h i s  c a s e ,  h i s  marked n a t u r a l  c a p a c i t y  and h i s  
good equipm ent o f  l e a r n i n g ,  t h i s  p r o c e s s  no 
doubt had c a r r i e d  him f a r ,  b u t  h i s  e x p e r i e n c e  
had n e v e r  r e a c h e d  t h e  a c t u a l  management of 
a f f a i r s  on a l a r g e  s c a l e ,  a s  a c a l e s  were  
measured i n  t h o s e  d a y s ,  n o r  w i t h  s h a p in g  of 
im p o r ta n t  f i n a n e i a , !  l e g i & a t i o n .  He to o k  up 
h i s  p rob lem ,  t h e n  as  a p u b l i c  man o f t e n  must ,  
r e l y i n g  upon h i s  g e n e r a l ' t r a i n i n g ,  o b s e r v a t i o n ,  
and judgment t o  l e a d  hira t o  a s a f e  c o n c l u s i o n .  .
I t  a p p e a r s  c e r t a i n  t h a t  he r e l i e d  upon no a d v ic e  
b e t t e r  v e r s e d  t h a n  h im s e l f  i n  p r a c t i c a l  a f f a i r s .
He a p p e a r s  t o  have made a few i n q u i r i e s  of  a 
g e n e r a l  k i n d , ^ n o t  s u g g e s t i v e  o f  h i s  own pu r 
p o se s ;  b u t  t h e r e . i s  a  s t r o n g  p r o b a b i l i t y  t h a t  h i s  
own mind was made '*,up early- a s  to  some l e a d i n g  
f e a t u r e  of  h i s  scfcfeme, and t h a t  f r i e n d s  f i n a l l y  
ta k e n  i n t o  h i s  c o n f id e n c e  were n o t  inv i ted^  t o  1
sh a re  t h e  r e s p o n s i b i l i t y  of  d e v i s i n g  and d e c i d i n g .

There  i s  l i t t l e  o f  t h e  e f f o r t  t o  in v e n t  o r  t o  work 

ou t  t h e o r i e s  l e a d i n g  t o  some n o v e l  e x p e d ie n t  i n  t h e  a c t s  

and w r i t i n g s  o f  H am il ton .  He seldom shows a  d i s p o s i t i o n  

t o  go beyond t h e  ran g e  of  a l r e a d y  t r i e d  e x p e d i e n t s ,  ex

c e p t  when he was r e q u i r e d  t o  do so by t h e  c o n d i t i o n s  o f  

h i s  t a s k .

1
Dunbar,  "Some P r e c e n d e n t s  Fo l low ed  by Hamilton**. 

Q u a r t e r l y  J o u r n a l  o f  Econom ics . I l l ,  3 4 .
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CHAPTER I I I
✓

GENERAL CHARACTERISTICS OF HAMILTON’S VIEWS AND OUTLOOK

The one g r e a t  d o c t r i n e  t h a t  i n f l u e n c e d  H a m i l to n ’ s

i d e a l s ,  p r i n c i p l e s  and a c t i o n s  was t h a t  of  n a t i o n a l i s m .

As opposed t o  J e f f e r s o n ’ s i d e a s  o f  democracy, H amilton

was a p o l i t i c a l  and economic a r i s t o c r a t .  I n  h i s  R e p o r t

on M & n u fa c tu re re s , he was com pelled  t o  f o r s a k e  t h e  p o p u l a r

i n d i v i d u a l i s m  of  t h e  t im e  f o r  t h e  s a k e  of m i l i t a r y  s e c u r i t y ,

and n a t i o n a l  dev e lo p m en t .  '*Every n a t i o n ,  w i t h  view t o  t h o s e

g r e a t  o b j e c t s ,  ought  t o  endeavor  t o  p o s s e s s  w i t h i n  i t s e l f

a l l  t h e  e s s e n t i a l s  o f  n a t i o n a l  s u p p ly ,  he w r o t e .  "These

co m p r ise  th e  means of s u b s i s t e n c e ,  h a b i t a t i o n ,  c l o t h i n g

and d e f e n s e .  The p o s s e s s i o n  o f  t h e s e  i s  n e e e s s a r y  t o  t h e

p e r f e c t i o n  of t h e  body p o l i t i c ;  t o  t h e  s a f e t y  a s  w e l l  a s
1

t o  t h e  w e l f a r e  o f  s o c i e t y . "  I t  was from t h i s  p rem ise  

t h a t  he a rgued  t h e  e s s e n t i a M y o f  m a n u fa c tu r e s  a s  w e l l  a s  

a g r i c u l t u r e ,  a t t e m p t i n g  to' e x p l a i n  t h e i r  in t e r d e p e n d e n c e  

and r e c i p r o c a l  i n t e r e s t .  He b e l i e v e d  in  t h e  independence  

of  t h e  n a t i o n  i n  a  n a t i o n a l  u n i t y .  F o r  t h e  American 

p e o p l e ,  i t  was a  n a t i o n a l i s m  as opp’osed  t o  t h e  dominance 

of E ng land ;  f o r  t h e  s t a t e s  i t  was t h e  f o r m a t i o n  of one 

in d e p en d e n t  n a t i o n ,  a co m b in a t io n  I n t o  n a t i o n a l  u n i t y .

In  a l l  h i s  works t h e  advancement of  t h e  u n io n  i s

1 “
V an d erb e rg ,  A r t h u r  H . , The G r e a t e s t  American, A lex a n d e r  

H am i l to n . 197.
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h i s  paramount concern# His  f i r s t  T re a s u ry  r e p o r t ,  t h a t  

upon t h e  s u b j e c t  of  p u b l i c  c r e d i t ,  emphasized as  h i s  b a s i c  

p u rp o s e  th e  a t t e m p t  t o  s o l v e  t h e  new g overnm en t’ s f i n a n c i a l  

p rob lem  as  a s  " b e s t  t o  cement more c l o s e l y  t h e  Union o f  

S t a t e s . M H is  n a t i o n a l  b a n k  was i n t e n d e d  t o  t y p i f y  and 

e s t a b l i s h  t h e  c e n t r a l  f e d e r a l i z e d  a u t h o r i t y  of  th e  U nion .  

H a m i l to n ’ s a rgument f o r  p r o t e c t i o n  h as  been  summarized by 

C u l b e r t s o n  as  fo l lo w s*  " N a t io n a l  d i v e r s i f i c a t i o n  of  i n 

d u s t r y  i n c r e a s e s  t h e  power and w e a l t h  o f  t h e  n a t i o n ;  such

m e a su re s ,  t h e r e f o r e ,  as  w i l l  e f f e c t  t h i s  o b j e c t  s h o u ld  b e
1

ad o p ted  and p u r s u e d . ”

" H am i l to n ’ s id e a  o f  s t a t e s m a n s h i p , “ a n o t h e r  e s s a y i s t

s t a t e s ,  "was t h e  f a i t h f u l  s t e w a r d s h ip  of t h e  e s t a t e .  H is

d u ty  was t o  g u a rd  t h e  e s t a t e ,  and a t  t h e  same t im e ,

d e v e lo p  i t s  r e s o u r c e s .  He viewed mankind and r i c h e s  a s

m a t e r i a l  t o  b e  u s e d  w i t h  th e  g r e a t e s t  p o s s i b l e  energy

and t h e  l e a s t  p o s s i b l e  w a s t e ,  f o r  t h e  a t t a i n m e n t  of

national independence,. power and permanency, a  means
t o  t h i s  end was c e r t a i n l y  t h e  p r o s p e r i t y  o f  t h e  p e o p le ,

b u t  t h e  end was t h e  e x i s t e n c e  of  a n a t i o n . . . . . .  One o f  t h e

d u t i e s  o f  t h e  s t a t e  was the w e l l - b e i n g  of i t s  c i t i z e n s ,

•but t h e  duty  of  eve ry  c i t i z e n  was t h e  w e l l - b e i n g  of t h e  
2

s t a t e .  **

1
C u l b e r t s o n ,  w i l l i a m  S . ,  A lexander  H am il ton ,  an e s s a y . 134.

2
O liv e r ,  A lexander Ham ilton, an essa y  on American U nion. 450.
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H a m i l to n 1 a n a t i o n a l i s m ,  t h e r e f o r e ,  c o n t a i n s  two 

fu n d a m e n ta l  c o n c e p t i o n s ,  f i r s t  t h a t  th e  w e l f a r e  of t h e  

n a t i o n  i s  n o t  t h e  same t h i n g  as  t h e  w e i r a r e  o f  t h e  i n 

d i v i d u a l s  which  compose t h e  n a t i o n ;  and s e c o n d ly ,  t h a t  

t h e  i n t e r e s t s  of  d i f f e r e n t  n a t i o n s  a r e  n o t  harmonious 

h u t  a n t a g o n i s t i c .  The n a t i o n a l i s t  b e l i e v e d  t h a t  d e e p e r  

t h a n  man’ s s e l f - i n t e r e s t ,  d ee p e r  t h a n  h i s  l o y a l t y  t o  h i s  

c l a s s  i s  h i s  l o y a l t y  t o  h i s  n a t i o n  and t o  t h e  n a t i o n a l  

i d e a l s  under  which  he l i v e s .  4iI n d i v i d u a l s  and c l a s s e s  

a r e  l e d  by w ise  s t a t e s m a n s h i p  t o  c o o p e ra te  w i t h i n  t h e  

n a t i o n  i n  o r d e r  t o  make t h e i r  g roup  pow erfu l  a g a i n s t  

o t h e r  g roups ;  and t h e  w e l f a r e  of  p a r t i c u l a r  i n t e r e s t s  

i s  t h e r e b y  made s u b s e r v i e n t  t o  t h e  s t r e n g t h  and p r o s p e r i t y  

of  t h e  whole.  I f  a n a t i o n  b e c a u s e  o f  i t s  u n d ev e lo p ed  

economic o r g a n i z a t i o n  n e e d s  p r o t e c t i o n ,  th e  n a t i o n a l i s t  

t h i n k s  t h a t  i t  i s  th e  d u ty  o f  . the  government by means

o f  t a r i f f s ,  p r o h i b i t i o n s  and even war ,  t o  e q u a l i z e  c o n d i t i o n s
1

and s t i m u l a t e  t h e  deve lopm ent  of economic l i f e . ”

The R e l a t i o n  o f  Hami l t o n ’ s Views t o  Those o f  Adam Smith  

The age of  m e r c a n t i l i s m  was an age i n  w h ich  th e  i n t e r e s t s  

of  t h e  l e a d i n g  n a t i o n s  were a n t a g o n i s t i c ;  i t  was an age  of 

t h e  f o r c e  of  government a g a i n s t  r i v a l  g ro u p s .  By th e  t im e  

of  H am il ton ,  however,  i n d i v i d u a l i s m  had become th e  p o p u l a r  

c r e e d .  I t  had ap p e a red  an p o l i t i c s  i n  t h e  D e c l a r a t i o n  o f  

Independence  and t h e  F r e n c h  R e v o l u t i o n .  I t  had  ap p e a red  in  

economics i n  t h e  Wealth  o f  N a t i o n s . H amilton  r e g a r d e d  t h e

1 “
Emery, '*The New P r o t e c t i o n i s m ” Y a le  Alumni Weekly. XLLI, 52.
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d o c t r i n e  of  Adam Smith a s  c o n t a i n i n g  much t r u t h ,  h u t  

h i s  n a t i o n a l i s t i c  t e n d e n c i e s  l e d  him, none t h e  l e s s ,  t o  

r e j e c t  i n d i v i d u a l i s m  b e c a u s e  he b e l i e v e d  i t  t o  he i n 

c o n s i s t e n t  w i t h  t h e  deve lopm ent of  t h e  n a t i o n .  In  h i s  

R e p o r t  of  M a n u f a c tu r e s , we f i n d  him commenting as  f o l l o w s :

T h is  t h e o r y  has so much t r u t h  i n  i t  t h a t  i t s  
p r i n c i p l e s  ought n e v e r  t o  h e  ou t  of t h e  view 
of l e g i s l a t o r s  of  t h i s  c o u n t r y ,  and w h i le  i t s  
ex t rem es  ought t o  he  q u a l i f i e d  in  p r a c t i c e  by 
th e  e x c e p t i o n s  t o  which ev e ry  g e n e r a l  th e o r y  
i s  s u b j e c t ,  i t s  maxims ought t o s e r v e  as  c a u t i o n s  
a g a i n s t  a l l  ex t re m es  of any o t h e r  h i n d .  I f  t h e y  
do n o t  p e r su a d e  t h a t  a l l  l e g i s l a t o r s  and  l e g i s 
l a t i v e  coun ten an c e  ought t o  he  w i th h e l d  from 
p a r t i c u l a r  b r a n c h e s  of i n d u s t r y  which a p p e a r  
t o  s t a n d  in  need o f  i t ,  th e y  ought a t  l e a s t  
to  i n c u l c a t e  t h a t  i t  shou ld  he  a f f o r d e d  w i th  
m o d e ra t io n  and m e a s u r e , t h a t  t h e  r e a l  a p t i t u d e s  
i n  t h e  s t a t e  of  t h i n g s  f o r  p a r t i c u l a r  improve
ments and a m e l i o r l a t i o n s  sh o u ld  be c a r e f u l l y  
c o n s u l t e d ,  and t h a t  they  sh o u ld  be d ev e lo p ed  
by g r a d u a l ,  s y s t e m a t i c  and p r o g r e s s i v e  e f f o r t s  
r a t h e r  t h a n  by f o r c e  i n t o  m a t u r i t y  by v i o l e n t  
and d i s p r o p o r t i o n e d  e x e r t i o n s .

I t  was H a m i l t o n ' s  c o n t e n t i o n  t h a t  t h e  d o c t r i n e  o f  

Adam hm ith  m igh t  work i n  a world  w i th o u t  n a t i o n a l  bound

a r i e s ,  n a t i o n a l  t r a d i t i o n s  and n a t i o n a l  d e s i r e s ,  h u t  was 

i n a p p l i c a b l e  where n a t i o n s  a l r e a d y  e x i s t e d .  An ex trem e 

f e e l i n g  f o r  n a t i o n a l  u n i t y  l e d  H am il ton  t o  r e c o g n i z e  t h e  

p r a c t i c e s  of  n a t i o n s  and t o  ho ld  n a t i o n a l  u n i t y  as  a

p r i n c i p l e  t o  b e  c h e r i s h e d .  / T h e  f o l l o w i n g  i n d i c a t e s  t h e
2

n a t u r e  of  h i s  o b s e r v a t i o n s  • c o n c e rn in g  l a i s s e z - f a i r e 1:

1
H am il ton ,  ‘̂ Report on S !anu fac tu res"  The Weeklv R e g i s t e r .  V. 154.2  —  ------------

The f o l l o w i n g  s t a t e m e n t  s u g g e s t s  t h a t  H am il ton  was somewhat 
f a m i l i a r  w i th  t h e  p r i n c i p l e  o f  c o m p a ra t iv e  a d v a n ta g e .  His 
d e s i r e  to  d e v e lo p  a l l  p o s s i b l e  i n d u s t r i e s  w i t h i n  t h e  n a t i o n  
l e d  him t o  r e j e c t  th e  p r i n c i p l e ,  a t  l e a s t  u n t i l  such t im e  as  
t h e  m a j o r i t y  o f  i n f a n t  i n d u s t r i e s  were e s t a b l i s h e d .
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If* a. sy s tem  of  p e r f e c t  l i b e r t y  t o  i n d u s t r y  and 
commerce were t h e  p r e v a i l i n g  sys tem  o f  n a t i o n s ,  
t h e  a rgum en ts  w h ich  d i s s u a d e  a c o u n t r y ,  i n  t h e  
p re d ic a m e n t  of  t h e  U n i te d  b t a t e s ,  I rom t h e  
z e a lo u s  p u r s u i t  of  m a n u f a c tu r e s ,  would d o u b t l e s s  
have g r e a t  fo rce*  I t  w i l l  n o t  be  a f i i r m e d ,  t h a t  
th e y  m igh t  n o t  b e  p e r m i t t e d ,  w i t h  few e x c e p t i o n ,  
t o  s e r v e  a s  a r u l e  o f  n a t i o n a l  conduct* I n  
such  a s t a t e  of t h i n g s ,  e ach  coun t ry  would have 
t h e  f u l l  b e n e f i t  o f  i t s  p e c u l i a r  a d v a n ta g e s ,  t o  
compensate  f o r  i t s  d e f i c i e n c i e s  o r  d i s a d v a n t a g e s .
I f  one n a t i o n  were i n  t h e  c o n d i t i o n  t o  supply  
m a n u fa c tu red  a r t i c l e s  on b e t t e r  t e rm s ,  t h a n  
a n o t h e r ,  t  h a t  one m igh t  f i n d  an abundan t  
i n d e m n i f i c a t i o n  i n  a s u p e r i o r  c a p a c i t y  t o  f u r n i s h  
t h e  p ro d u ce  of t h e  s o i l .  And' a  f r e e  exchange ,  
m u tu a l ly  b e n e f i c i a l ,  o f  t h e  com modit ies  which e a c h  
was a b l e  t o  su p p ly ,  on t h e  b e s t  t e rm s ,  might  b e  
c a r r i e d  on be tw een  them, s u p p o r t i n g  in  f u l l  v i g o r  
t h e  i n d u s t r y  of  e a c h .  And th o u g h  t h e  c i r c u m s ta n c e s  
which have been  m e n t io n e d ,  and o t h e r s ,  which have 
b ee n  u n f o ld e d  h e r e a f t e r ,  r e n d e r  i t  p r o b a b l e ,  t h a t  
n a t i o n s  m ere ly  a g r i c u l t u r a l ,  would n o t  en joy  t h e  
same d e g r e e  of  o p u le n c e ,  i n  p r o p o r t i o n  t o  t h e i r  
numbers ,  a s  t h o s e  w hich  u n i t e d  m a n u fa c tu r e s  w i th  
a g r i c u l t u r e ;  y e t  t h e  p r o g r e s s i v e  improvement o f  
t h e  l a n d s  of t h e  fo rm e r ,  m ig h t ,  i n  t h e  end ,  a t o n e  f o r
an i n f e r i o r  d e g re e  o f  o p u le n c e ,  i n  t h e  mean t im e ;
and i n  a  e a s e ,  i n  w h ich  o p p o s i t e  c o n s i d e r a t i o n s  
a r e  p r e t t y  e q u a l ly  b a l a n c e d ,  t h e  o p in io n  ought 
p e rh ap s  a lw ays  t o  b e ,  i n  f a v o r  of  l e a v i n g  i n d u s t r y  
t o  i t s  own d i r e c t i o n .

But t h e  system , which  has  b e e n  m e n t io n e d ,  i s  f a r  
from c h a r a c t e r i s i n g  t h e  g e n e r a l  p o l i c y  o£ n a t i o n s ,
The p r e v a l e n t  one has  b een  r e g u l a t e d  by an o p p o s i t e  
s p i r i t .  The consequence  o f  i t  i s ,  t h a t  t h e  U n i t e d
b t a t e s  a r e ,  t o  a  c e r t a i n  e x t e n t  i n  t h e  s i t u a t i o n
of a c o u n t ry  p r e c l u d e d  from f o r e i g n  commerce. They 
can,  in d e e d ,  w i th o u t  d i f f i c u l t y ,  o b t a i n  from 
ab ro ad  m a n u fa c tu red  s u p p l i e d ,  of  which th e y  a r e  
i n  want;  b u t  th e y  e x p e r i e n c e  numerous and v e ry  
i n j u r i o u s  impediments  t o  t h e  e m is s io n  and v e n t  o f  
t h e i r  own com m odit ies .  Nor i s  t h i s  t h e  ca se  i n  
r e f e r e n c e  t o  a s i n g l e  f o r e i g n  n a t i o n  o n l y .  The 
r e g u l a t i o n s  o f  s e v e r a l  c o u n t r i e s ,  w i th  which  we 
have t h e  most e x t e n s i v e  i n t e r c o u r s e ,  th ro w  s e r i o u s  
o b s t r u c t i o n s  in  t h e  way of t h e  p r i n c i p a l  s t a p l e s  
o f  t h e  U n i t e d  S t a t e s . 1

1
Hamilton, “Report on M anufactures*, The Weekly

R e g i s t e r * V, 1 5 9 -1 6 0 .
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H am il ton  o b j e c t e d  t h a t  t h e  l a i s s e z - r a i r e  p r i n c i p l e  

would, b e c a u s e  o f  a l a t e  s t a r t ,  s u b j e c t  t h e  U n i t e d  s t a t e s  

t o  c o n d i t i o n s  o f  u n eq u a l  exchange w i t h  t h e  p r i n c i p l e  

n a t i o n s  of  E u ro p e .  The want of  r e c i p r o c i t y  would make 

t h i s  c o u n t ry  c o n f i n e  i t s  i n d u s t r y  t o  a g r i c u l t u r e ,  and 

would d i s c o u r a g e  m a n u f a c tu r e s .  A c o n s t a n t  demand f o r  

m an u fac tu red  a r t i c l e s  o f  Europe w i t h  a v a r y i n g  demand 

f o r  t h e  p r o d u c t s  of  th e  U n i t e d  S t a t e s  would expose  t h i s  

co u n t ry  t o  a s t a t e  of  im pover i shm en t ,  i n  s h a r p  c o n t r a s t
n

t o  t h e  opu lence  to  which t h e i r  n a t u r a l ,  p o l i t i c a l  and * 

economic a d v a n ta g e s  a u t h o r i z e d  them t o  a s p i r e .  He s t r o n g 

ly  o b j e c t e d  to  t h e  r e s u l t s  o f  E n g l i s h  com m ercia l  law .

He i n s i s t e d  t h a t  “t h e s e  rem arks  a r e  n o t  made i n  a 

s p i r i t  o f  c o m p la in t .  1 T i s  f o r  t h e  n a t i o n s ,  whose r e g u 

l a t i o n s  a r e  a l l u d e d  t o ,  t o  judge f o r  th e m s e lv e s ,  w he the r  

by a im in g  a t  to o  much, t h e y  do n o t  l o s e  more t h a n  th e y  

g a i n .  fT i s  f o r  t h e  U n i t e d  S t a t e s  t o  c o n s i d e r  by what

means t h e y ' c a n  r e n d e r  th e m s e lv e s  l e a s t  dep en d en t  on t h e
1

co m b in a t io n s ,  r i g h t  o r  wrong, o f  f o r e i g n  p o l i c y . 4* He 

m a in t a in e d  t h a t . t h e  bes t -  d e f e n s e  a g a i n s t  E n g l i s h  commercial  

law was t h e  developm ent of  t h e  horne-market.  T h i s  would 

be  p o s s i b l e  by t h e  developm ent  o f  m a n u f a c tu r e s .

H am il ton  b e l i e v e d  t h a t  m a n u fa c tu r in g  n o t  o n ly  adds 

t o  t h e  t o t a l  p ro d u ce  and re v e n u e  of  s o c i e t y ,  b u t  a l s o  has

1
Ham ilton, “Report on M anufactures4*, The Weekly R e g i s t e r . V, 160.
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d i s t i n c t  a d v a n ta g e s  i n  i t s e l f *  T h e se ,  he h e l d ,  were t h e  

d i v i s i o n  o f  l a b o r ,  and e x t e n s i v e  u s e  of m ach in e ry ,  an 

a d d i t i o n a l  employment o f  l a b o r ,  t h e  p rom otion  o f  immigra

t i o n ,  a  g r e a t e r  scope o f  d i v e r s i f i c a t i o n  f o r  t h e  t a l e n t s  

o f  men, t h e  a f f o r d i n g  o f  a more ample and v a r i o u s  f i e l d  

f o r  e n t e r p r i s e ,  and t h e  c r e a t i n g  and s e c u r i n g  o f  a  s t e a d y  

demand f o r  t h e  s u r p l u s  p ro d u c e  of  t h e  s o i l .

I t  was t h e  e m b ar ra ssm en ts  which  o b s t r u c t e d  t h e  p r o g r e s s

o f  e x t e r n a l  t r a d e  t o  which  H am ilton  s t r o n g l y  o b je c te d *  ‘"The

r e s t r i c t i v e  l e g i s l a t i o n s ,  which on f o r e i g n  m a rk e t s  a b r i d g e

th e  v e n t  of  t h e  i n c r e a s i n g  s u r p l u s  o r  our a g r i c u l t u r a l

p ro d u c e ,  s e rv e  t o  b e g e t  an e a r n e s t  d e s i r e ,  t h a t  a  more

e x t e n s i v e  demand f o r  t h a t  s u r p l u s  may be  c r e a t e d  a t  home. .*

T h is  i d e a  of an e x t e n s i v e  d o m es t ic  m arke t  f o r  t h e  p ro d u ce
1

of o u r  s o i l ,  i s  o f  f i r s t  c o n s e q u e n c e .M

H am il ton*s  o b j e c t i o n s  t o  th e  o b s t r u c t i o n  o f  t r a d e  a r e  

c h i e f l y  t h e  r e s u l t  of  E n g l i s h  com mercia l  l e g i s l a t i o n  of  

t h e  c o l o n i a l  p e r i o d .  The d e c i s i o n  o f  t h e  B r i t i s h  g o v e rn 

ment t o  e n f o r c e  t h e  Corn Laws, t h e  M olasses  A c t ,  t h e  b u g a r  

Act and t h e  Townshend A c ts  m a t e r i a l l y  a f f e c t e d  American 

economic l i f e .  These  laws gave E n g l i s h  s h i p p e r s  s monopoly 

on c o l o n i a l  commerce t o  E ng land .  C e r t a i n  m a n u fa c tu r e s  

were f o r b i d d e n  t o  be  e x p o r t e d  from t h e  c o l o n i e s .  H igher  

p r i c e s  r e s u l t e d  from i n c r e a s e d  t r a n s p o r t a t i o n  c o s t s  o f  

p r o d u c t s  m a n u fa c tu red  i n  England  and s o ld  i n  American 

m a r k e t s .  Many goods p a s s e d  th r o u g h  t h e  hands o f  E n g l i s h

I
H am i l to n ,  ‘"Report  on Manuf a c t u r e s ,  rtThe Weekly R e g i s t e r * r v, 1 5 3 .
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middlemen “b e f o r e  r e a c h i n g  American consumers ,  r e s u l t i n g  in  

added cos ts*  Such l e g i s l a t i o n  weakened th e  demand f o r  c e r t a i n

American  p ro d u c ts*

At t h e  same t im e ,  t h e  r e s u l t s  o f  t h e  I n d u s t r i a l  Rev

o l u t i o n  r e f l e c t e d  E n g l i s h  c o n d i t i o n  i n  t h e  American 

m a r k e t s .  The economic d e p r e s s i o n  im m ed ia te ly  f o l l o w i n g  

t h e  a d o p t io n  o f  many l a b o r - s a v i n g  d e v i c e s  by E n g l i s h  

p r o d u c e r s  r e s u l t e d  i n  a d e c r e a s e  i n  t h e  demand f o r  Amer

i c a n  p ro d u c ts*  The w id e s p re a d  p o v e r ty  o f  E ng land  r e s u l t e d  

i n  a  d e c r e a s e d  consum ption  of a l l  com m odit ies .  American 

i n d u s t r i e s  s u f f e r e d  from t h e  d e c l i n e  o f  t h e i r  p r i n c i p a l  

m a rk e t .  I t  was such  c o n d i t i o n s  t h a t  H amilton  wished t o  

a v o id  by  d e v e lo p in g  t h e  home market*

He was aware o f  c e r t a i n  d e f e c t s  i n  th e  sys tem or  

l a i s s e z - f a i r e *  He p o i n t e d  ou t  t h a t  t h e  t h e o r y  m s  b a s e d ,  

i n  p a r t ,  upon t h e  a s su m p t io n  of t h e  m o b i l i t y  of c a p i t a l  

and l a b o r ,  an a s su m p t io n  which  he i n s i s t e d  r a n  c o n t r a r y  

to  c e r t a i n  a s p e c t s  of  human n a t u r e .  " E x p e r ie n c e  t e a c h e s  

t h a t  men a r e  o f t e n  so much governed  by what t h e y  a re  

accus tom ed  t o  s e e  and p r a c t i c e ,  t h a t  t h e  s i m p l e s t  and 

most obv ious  im provem ents ,  i n  t h e  most o r d i n a r y  o c c u p a t i o n s ,  

a r e  a d o p ted  w i t h  h e s i t a t i o n ,  r e l u c t a n c e ,  and by slow

g r a d u a t i o n s . . . .The a p p r e h e n s io n  o f  f a i l i n g  i n  new a t t e m p t s
1

i s ,  p e r h a p s ,  a  more s e r i o u s  im ped im en t ."

1
Works. IV, 104-105 .
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I t  i s  d o u b t f u l  i f  S m ith  would have a g r e e d  w i th

H am il ton  i n  r e g a r d  t o  t h e  scope  of  g o v e rn m e n ta l  r e g u l a t i o n

of t r a d e .  In  t h e  n o t a b l e  l e t t e r  t o  James Duane (Septem ber

3> 1 7 8 0 ) ,  he gave an a c c o u n t  of  what he c o n s i d e r e d  th e

d u t i e s  and powers of  C o n g res s .

Congress  sh o u ld  have  com ple te  s o v e r e i g n t y  i n  a l l  
t h a t  r e l a t e s  t o  w ar ,  pe.ace, t r a d e ,  f i n a n c e ,  and 
t o  t h e  management o f  f o r e i g n  a f f a i r s ;  t h e  r i g h t  
of d e c l a r i n g  war, of  r a i s i n g  a rm ie s ,  o f f i c e r i n g ,  
p ay in g  them, d i r e c t i n g  t h e i r  m otions  i n  every  
r e s p e c t ;  o f  e q u ip p in g  f l e e t s ,  and d o in g  t h e  same 
w i th  them; of  b u i l d i n g  f o r t i f i c a t i o n s ,  a r s e n a l s ,  
m ag az in es ,  e t c . ;  of making p ea ce  on s u c h  con
d i t i o n s  a s  th e y  t h i n k  p r o p e r ;  o f  r e g u l a t i n g  
t r a d e ,  d e t e r m i n i n g  w i th  what c o u n t r i e s  i t  s h a l l  
b e  c a r r i e d  on; g r a n t i n g  i n d u lg e n c e s ;  l a y i n g  p r o 
h i b i t i o n s  on a l l  a r t i c l e s  o f  e x p o r t  o r  im por t ;  
imposing d u t i e s ,  g r a n t i n g  b o u n t i e s  and premiums 
f o r  r a i s i n g ,  e x p o r t i n g  o r  im p o r t in g ;  and a p p l y in g  
t o  t h e i r  own u s e  t h e  p ro d u c t  o f  t h e s e  d u t i e s ,  
only  g i v i n g  c r e d i t  t o  t h o s e  s t a t e s  on whom th ey  
a r e  r a i s e d  in  t h e  g e n e r a l  a c c o u n t  o f  r e v e n u e s  and 
expense ;  i n s t i t u t i n g  a d m i r a l i t y  c o u r t s ,  e t c . ;  of  
c o i n in g  money, e s t a b l i s h i n g  banks  on such  te rm s ,  
and w i th  such  p r i v i l e g e s ,  a s  th e y  t h i n k  p r o p e r ;  
a p p r o p r i a t i n g  f u n d s ,  and d o in g  w h a tev er  e l s e  
r e l a t e s  t o  t h e  o p e r a t i o n s  o f  f i n a n c e ;  t r a n s a c t i n g  
e v e r y t h i n g  w i t h  f o r e i g n  n a t i o n s ;  making a l l i a n c e s ,  1 
o f f e n s i v e  and d e f e n s i v e ,  t r e a t i e s  o f  commerce, e t c .

I t  was h i s  o p in io n  t h a t  a  p l a n  o f  t h i s  k i n d  would have  

in c o n c e i v a b l e  u t i l i t y  f o r  t h e  n a t i o n .  I t  would a l s o  g iv e  

new l i f e  and en e rg y  t o  t h e  o p e r a t i o n s  o f  governm ent .  Bus

i n e s s  would b e  conduc ted  w i t h  d i s p a t c h  method and system#

The R e l a t i o n  o f  H a m i l to n 1 s Vlev/s t o  Those of  t h e  P h y s i o c r a t s  

Of T u rg o t  and t h e  P h y s i o c r a t s ,  i t  can be  s a i d t h a t  H am il ton  

h e ld  l i t t l e  i n  common. The F re n ch  program would n o t  b e  con

s i s t e n t  w i th  t h e  deve lopm ent  o f  n a t i o n a l  s e l f - s u f f i c i e n c y  o r

1
Ham ilton, '‘The Report on M anufactures” , The weekly R e g i s t e r . V, 153 .
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t h e  d i v e r s i f i c a t i o n  of I n d u s t r y .  In  h i s  R e p o r t  on Manu

f a c t u r e s . he w ro te  t h a t  t h e r e  were s t i l l  r e s p e c t a b l e  

p a t r o n s  of  o p i n i o n s  f r i e n d l y  t o  a g r i c u l t u r e  and u n f r i e n d l y  

t o  t h e  deve lopm ent of  m a n u f a c t u r e s .  He summarized t h e i r  

a rgum en ts  and gave h i s  own c o n c l u s i o n s .

I n  eve ry  c o u n t ry  ( s ay  th o s e  who d e fe n d  them) 
a g r i c u l t u r e  i s  t h e  most b e n e f i c e n t  and p r o d u c t i v e  
o b j e c t  of  human i n d u s t r y . . .N o th in g  can a f f o r d  so 
ad v a n tag e o u s  employment o f  l a b o r  and c a p i t a l a s  t h e  
t h e  c o n v e r s io n  o f  t h i s  e x t e n s i v e  w i l d e r n e s s  i n t o  
c u l t i v a t e d  f a rm s .  N o th in g  e q u a l l y  w i t h  t h i s  can 
c o n t r i b u t e  t o  tike p o p u l a t i o n ,  s t r e n g t h  and r e a l  
r i c h e s  o f  t h i s  c o u n t r y ..........

T h is  p o l i c y  i s  n o t  on ly  recommended t o  t h e  ,
U n i t e d , S t a t e s  by c o n s i d e r a t i o n s  which a f f e c t  a l l  
s e c t i o n s ;  i t  i s ,  i n  a  l i k e  manner d i c t a t e d  t o  
them by t h e  im p e r io u s  f o r c e  of  a  v e ry  p e c u l i a r  
s i t u a t i o n .  The s m a l ln e s s  o f  t h e i r  p o p u l a t i o n  
compared w i th  t h e i r  t e r r i t o r y - - t h e  c o n s t a n t  
a l l u r e m e n t s  of e m ig r a n t io n  f rom  t h e  s e t t l e d  t o  
t h e  u n s e t t l e d  p a r t s - - t h e  f a c i l i t y  w i th  which 
t h e  l e s s  in d e p en d e n t  c o n d i t i o n  of  an a r t i s a n  
can be  exchanged f o r  t h e  more in d e p e n d e n t  c o n d i t i o n  
of  th e  f a r m e r — t h e s e  and s i m i l a r  c a u s e s ,  c o n s p i r e  
t o  p ro d u ce ,  and, f o r  a  l e n g t h  o f  t im e ,  must con
t i n u e  t o  o c c a s io n ,  a s c a r c i t y  of  hands f o r  manu
f a c t u r i n g  o c c u p a t i o n s ,  and d e a r n e s s  o f  l a b o r  In  
g e n e r a l .  To t h e s e  d i s a d v a n t a g e s  f o r  t h e  p r o s e c u t i o n  
o f  m a n u fa c tu r e s ,  a  d e f i c i e n c y  i n  p e c u n ia r y  c a p i t a l  
b e i g n  added ,  t h e  p r o s p e c t  o f  s u c c e s s f u l  c o m p e t i t i o n  
w i th  t h e  m a n u fa c tu r e s  of  E u rope ,  must b e  r e g a r d e d  
as  l i t t l e  l e s s  t h a n  d e s p e r a t e .  E x t e n s i v e  m a n u fa c tu r e s  
can o n ly  be t h e  o f f s p r i n g  o f  a r e d u n d a n t ,  a t  l e a s t  a  
f u l l  p o p u l a t i o n .  T i l l  t h e  l a t t e r  s h a l l  c h a r a c t e r i z e  
t h e  c o u n t r y ,  * t i s  v a i n  t o  hope f o r  t h e  f o r m e r . 1

H am ilton  d id  n o t  h e s i t a t e  t o  answer t h e s e  s t a t e m e n t s

i n  d e f e n s e  o f  h i s  own p o s i t i o n .

I t  ough t  t o  be  r e a d i l y  conceded,  t h a t  t h e  c u l t i v a 
t o r  o f  t h e  e a r t h ,  a s  t h e  p r im a ry  and most  c e r t a i n  
s o u rc e  o f  n a t i o n a l  s u p p l y - - a s  t h e  im m edia te  and c h i e f

1
Hamilton, "'Beport on M anufactures", The Weekly R e g i s t e r . V, 153,
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s o u rce  o f  s u b s i s t e n c e  t o  m a n - -a s  t h e  p r i n c i p a l  
s o u rc e  o f  t h o s e  m a t e r i a l s  w hich  c o n s t i t u t e  t h e  
n u t r i m e n t  of o t h e r  k in d s  o f  l a b o r — a s  i n c l u d i n g  
a  s t a t e  most f a v o r a b l e  t o  t h e  freedom and in 
dependence  of  human mind— on, p e rh a p s ,  most 
conduc ive  t o  th e  m u l t i p l i c a t i o n  of t h e  human 
s p e c i e s ,  has  i n t r i n s i c a l l y  a  s t r o n g  c l a im  to  
p re -em in e n ce  over  e v e ry  k in d  o f  i n d u s t r y .

But i t  has  t i t l e  t o  a n y t h i n g  l i k e  an e x c l u s i v e  
p r e d i l e c t i o n ,  i n  any c o u n t ry ,  ought t o  be  a d m i t t e d  
w i th  g r e a t  c a u t i o n .  T hat  i t  i s  more p r o d u c t i v e  t h a n  
every  b r a n c h  of  i n d u s t r y ,  r e q u i r e s  more ev id en ce  
th a n  has  y e t  been  g iv e n  in  s u p p o r t  o f  t h e  c o n d i t i o n . !

He d id  n o t  b e l i e v e  t h e  l a b o r  of  a r t i f i c e r s  u n p ro 

d u c t i v e .  H is  o b j e c t i o n s  t o  th e  e x c l u s i v e  p r o d u c t i v e 

n e s s  o f  a g r i c u l t u r e  may b e  summarized as  f o l l o w s :

1.  Though t h e  in c re m e n t  o f  v a l u e  p ro d u ced  by 
c l a s s e s  o f  a r t i f i c e r s  sh o u ld  a t  no t im e  exceed 
t h e  v a lu e ,  of  t h e  p roduce  of  t h e  l a n d  consumed 
by them, y e t  t h e r e  would b e ,  a t  eve ry  moment,
in  consequence  of  t h e i r  l a b o r ,  a g r e a t e r  v a lu e  of  
goods i n  t h e  m ark e t  th a n  would e x i s t  in d e p en d en t  
o f  i t *

2 . T ha t  t h e  a u g m e n ta t io n  o f  t h e  w e a l t h  o r  c a p i t a l  
of  a  community ( e x c e p t  i n  some i n s t a n c e s  o f  e s t r a -  
o r d i n a r y  d e x e r i t y  o r  s k i l l )  can on ly  p ro cee d  from 
th e  s a v in g s  of t h e  more t h r i f t y  and p a r s im o n io u s .

3.  That  t h e  an n u a l  p roduce  o f  t h e  l a n d  and l a b o r  
o f  t h e  c o u n t ry  c o u ld  be- i n c r e a s e d  i n  two ways; by  
some 'improvement i n  t h e  p r o d u c t i v e  powers o f  t h e  
u s e f u l  l a b o r ,  o r  by some i n c r e a s e  i n  t h e  q u a n t i t y  
o f  su c h  lab o r*  Because  t h e  l a b o r  o f  a r t i f i c e r s  
i s  c a p a b le  of  g r e a t e r  s u b d i v i s i o n  and improvement 
of  p r o d u c t i v e  pow ers ,  t h e  l a b o r  employed in  t h e  
c u l t i v a t i o n  of t h e  l a n d  c o u ld  p r e t e n d  no a d v a n ta g e  
over  t h a t  of  m a n u fa c tu r e s .  The i n c r e a s e  in  t h e  
q u a n t i t y  o f  each  i s  d ep e n d en t  upon an i n c r e a s e  i n  
t h e  c a p i t a l  of  t h e  n a t i o n .

While H am il ton  u s e d  th e  words " u s e f u l  l a b o r "  he 

g i v e s  no i n d i c a t i o n  o f  t h a t  which he would n o t  c o n s i d e r

T ~ --------------------
H am il ton ,  "R ep o r t  on M a n u fa c tu r e s " ,  The Weekly R e g i s t e r . V, 1 5 4 .
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n o t  u s e f u l .  He b e l i e v e d  t h a t  he had r e f u t e d  t h e  e x c l u s 

i v e  p r o d u c t i v e n e s s  o f  a g r i c u l t u r a l  l a b o r ,  b u t  n e v e r t h e l e s  

he conceded t h e  s u p e r i o r i t y  or  i t s  p r o d u c t i v e n e s s .  The 

i d e a  of Sm ith  t h a t  i n  a g r i c u l t u r e  man l a b o r e d  w i th  

n a t u r e  as  w e l l  as  w i th  man, and t h a t  even th o u g h  no 

l a b o r  c o s t s  were i n v o lv e d ,  t h e  p roduce  of  n a t u r e  had 

a v a l u e  s i m i l a r  t o  t h a t  of  th e  most e x p e n s iv e  workman, 

H am i l to n  t h o u g h t  b o t h  rtq u a in t  and s u p e r f i c i a l .* He 

m a in t a in e d  t h a t :

T h is  i s  f a r  f rom b e i n g  a n e c e s s a r y  i n f e r e n c e .
I t  i s  v e r y  c o n c e i v a b l e ,  t h a t  t h e  l a b o r  of  man a l o n e  
l a i d  o u t  upon a  work,  r e q u i r i n g  g r e a t  s k i l l  and a r t  
t o  b r i n g  i t  t o  p e r f e c t i o n ,  may be  more p r o d u c t i v e ,  
in  v a l u e ,  th a n  t h e  l a b o r  o f  n a t u r e  and man com
b in e d ,  when d i r e c t e d  tow ards  more s im p le  o p e r a t i o n s  
and o b j e c t s :  and when i t  i s  r e c o l l e c t e d  t o  what an 
e x t e n t  t h e  agency of  n a t u r e ,  i n  t h e  a p p l i c a t i o n  
o f  some o f  t h e  m e c h a n ic a l  powers ,  i s  made a u x i l i a r y  
t o  t h e  p r o s e c u t i o n  o f  m a n u fa c tu r e s ,  t h e  s u g g e s t i o n  
which has  been  n o t i c e d ,  l o s e s  even t h e  ap p e a ra n c e  
o f  p l a u s i b i l i t y . 1

H am il ton  a g ree d  t h a t  th e  f a r m e r  m ig h t ,  from t h e  

p e c u l i a r  f e r t i l i t y  of  h i s  s o i l  o r  some o t h e r  f a v o r a b l e  

c i r c u m s ta n c e ,  o b t a i n  a  l i v e l i h o o d  w i th  c o n s i d e r a b l e  

c a r e l e s s n e s s  i n  c u l t i v a t i o n ,  b u t  he a l s o  h e l d  t h a t  an 

a r t i s a n  co u ld  e f f e c t  t h e  same o b j e c t  w i th o u t  e x e r t i n g  

h i m s e l f  beyond  t h e  o t h e r s  in  t h e  same p u r s u i t .  He 

b e l i e v e d  t h a t  m a n u fa c tu r e s  opened a  w ider  f i e l d  of 

endeavo r  and t h e r e f o r e  employed l a b o r  i n  a more con

s t a n t  and u n i fo rm  m anner .  Such a d i s c u s s i o n ,  however,

1
Hamilton, “Report o f  M anufactures’*, The Weekly R e g i s t e r .
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he deemed o f  l i t t e  im por tance ,  a s  he s t a t e s ,  " C i r 

cum stances  so  vague and g e n e r a l ,  as  w e l l  a s  so a b s t r a c t ,
1

can a f f o r d  l i t t l e  i n s t r u c t i o n  i n  a m a t t e r  of  t h i s  k ind. '*

The R e l a t i o n  of  L i s t a  N a t i o n a l  System t o  H a m i l to n 1 Views .

H am il ton*s  p o l i c i e s ,  and e s p e c i a l l y  t h o s e  as  advo

c a t e d  i n  t h e  R e p o r t  on M a n u fa c tu r e s  a r e  many t im e s  

a s s e r t e d  t o  have b ee n  an i n s p i r a t i o n  t o  L i s t * s  N a t i o n a l  

S ys tem . I t  was no t  u n t i l  L i s t  v i s i t e d  t h e  U n i te d  S t a t e s  

t h a t  he r e a l l y  became con f i rm ed  i n  h i s  o p p o s i t i o n  t o  t h e  

p r i n c i p l e s  o f  l a i s s e z - f a i r e *  W hile  i n  t h i s  c o u n t ry ,  he 

became c o n n e c te d  w i th  t h e  P e n n s y lv a n i a  s o c i e t y  f o r  

t h e  P rom ot ion  o f  M a n u fa c tu re s  and M e ch an ica l  A r t s ,  a 

s o c i e t y  fo u n d ed  by H am i l to n  f o r  t h e  encouragement of  

n a t i o n a l  i n d u s t r y .  Im m edia te ly  a f t e r  L i s t ' s  a r r i v a l  

i n  America, t h e  s o c i e t y  i n a u g u r a t e d  an a c t i v e  campaign 

f o r  a  r e v i s i o n  of t h e  t a r i f f s .  L i s t ’ s e o n t r i b u t i o n s  

t o  t h e  campaign were p u b l i s h e d  in  a number o f  l e t t e r s ,  

a c t u a l l y  a  resume o f  h i s  N a t i o n a l  Sys tem .

As H am i l to n ,  L i s t  borrowed h i s  examples from 

h i s t o r y  and e x p e r i e n c e .  The f a c t  t h a t  Germany was 

s t i l l  i n  i t s  i n f a n c y ,  t h e  f a c t  t h a t  t h e  c o u n t ry  was 

h a rd  h i t  by t h e  c o m p e t i t i o n  o f  E ng land ,  t h e  long  ex

p e r i e n c e  and t h e  more p e r f e c t e d  economic s t r u c t u r e  

o f  h e r  c o m p e t i t o r s  were t h e  a l l - i m p o r t a n t  c o n s i d e r a t i o n s  

i n  t h e  e l u c i d a t i o n  of h i s  d o c t r i n e .  The s i t u a t i o n  i n

H am il ton ,  R e p o r t  on Manufactures**, The Week ly  R e g i s t e r .

V, 154.
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Germany i n  t h e  t h i r t i e s  was com parab le  t o  t h a t  of  t h e  

U n i t e d  S t a t e s  in  t h e  t im e  o f  H am i l ton ,  I n  b o t h  c a sed ,  

economic in d ependence  was no t  y e t  f u l l y  e s t a b l i s h e d *

I n  t h e  U n i t e d  S t a t e s  n a t u r a l  r e s o u r c e s  were ab u n d a n t ,  

t e r r i t o r y  was v a s t ,  p o p u l a t i o n  s m a l l ,  b u t  i n d u s t r i o u s *

To b o t h  H am il to n  and L i s t  t h e r e  a p p e a red  b u t  one 

remedy f o r  t h e  t y r a n n i c a l  supremacy of t h o s e  n a t i o n s  of 

m o r e  e s t a b l i s h e d  economic and p o l i t i c a l  i n s t i t u t i o n s ,  

t h e  d e fe n s e  o f  p r o t e c t i o n  and t h e  c e n t r a l i z e d  a u t h o r i t y  

o f  t h e  governm ent .

A l th o u g h  L i s t  does  n o t  m e n t io n  H am il ton  in  h i s

w r i t i n g s ,  t h e r e  i s  a s t r i k i n g  s i m i l a r i t y  i n  t h e  p r i n c i p l e s

of  t h e  two. “N ationa l ,  economy/* L i s t  m a i n t a i n s ,  “ t e a c h e s

what means a c e r t a i n  n a t i o n ,  i n  h e r  p a r t i c u l a r  s i t u a t i o n ,

may d i r e c t  and  r e g u l a t e  th e  economy of i n d i v i d u a l s ,  and

r e s t r i c t  t h e  economy of mankind, e i t h e r  t o  p r e v e n t

f o r e i g n  r e s t r i c t i o n s  and f o r e i g n  power, o r  t o  i n c r e a s e
1

t h e  p r o d u c t i v e  powers w i t h i n  h e r s e l f . ” The o b je c t^  

o f  p o l i t i c a l  economy, he t h o u g h t ,  was n o t  t o  g a i n  

m a t t e r  in  ex c h an g in g  m a t t e r  f o r  m a t t e r ,  b u t  t o  g a in  p ro 

d u c t i v e  and p o l i t i c a l  power* In  a d v o c a t i n g  t h a t  ev e ry  

n a t i o n  sh o u ld  endeavor  t o  p o s s e s s  t h e  e s s e n t i a l s  of  

n a t i o n a l  s u p p ly ,  t h e  means o f  s u b s i s t e n c e ,  o f  h a b i t a t i o n ,  

o r  c l o t h i n g ,  and of  d e f e n s e .  L i s t  may w e l l  have fo lbw ed

1
L i s t ,  O u t l i n e  of  t h e  N a t i o n a l  Sys tem , l e t t e r  1.
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H a m i l t o n ' s  i n t e r p r e t a t i o n  of t h e  t e a c h i n g s  o f  p o l i t i c a l  

economy, f o r  t h e  l a t t e r  f e l t  t h a t  t h e  p o s s e s s i o n  ot 

s u c h  e s s e n t i a l s  was n e c e s s a r y  f o r  t h e  p e r f e c t i o n  o f  t h e  

body p o l i t i c ,  and t o  t h e  s a f e t y  and  w e l f a r e  of  th e  

peop le*  I t  was H a m i l t o n ' s  f a m i l i a r i t y  w i th  t h e  weakness  

o f  t h e  C o n f e d e r a t io n  t h a t  l e d  him t o  a d v o c a te  n a t i o n a l  

u n i t y *  I t  was th e  dominance o f  E n g l a n d ' s  t r a d e  and 

t h e  o p p r e s s i o n  o f  Am erican  commerce t h a t  d i r e c t e d  him 

t o  a p o l i c y  o f  s e l f - s u f f i c i e n c y *  He b e l i e v e d  t h a t  t h i s  

was t h e  n e x t  work t o  b e  a c c o m p l i s h e d .

There i s  no doubt t h a t  H am i l to n  b e l i e v e d  i t  w i t h i n  

t h e  scope o f  t h e  government t o  d i r e c t  t h e  g e n e r a l  w e l f a r e  

o f  t h e  n a t i o n .

I t  i s ,  t h e r e f o r e ,  o f . n e c e s s i t y  l e f t  t o  t h e  
d i s c r e t i o n  o f  t h e  n a t i o n a l  l e g i s l a t u r e ,  t o  
p ronounce  upon t h e  o b j e c t s  which  co n c e rn  t h e  
g e n e r a l  w e l f a r e ,  and f o r  w hich  u n d e r  t h a t  
d e s c r i p t i o n  ( a s  g iv e n  in  t h e - C o n s t i t u t i o n ) , 
an a p p r o p r i a t i o n  o f  money i s  r e q u i s i t e  and p r o p e r .  
And t h e r e  seems t o  b e  no room f o r  d o u b t ,  t h a t  
w h a te v e r  co n ce rn s  t h e  g e n e r a l  i n t e r e s t s  o f  l e a r n 
in g ,  o f  a g r i c u l t u r e ,  o f  m a n u f a c tu r e s ,  and o f  , 
commerce, a r e  w i t h i n  t h e  s p h e r e  of  t h e  n a t i o n a l  
c o u n c i l s ,  as  f a r  as  r e g a r d s  an a p p l i c a t i o n  of 
money*

The o n ly  q u a l i f i c a t i o n  of  t h e  g e n e r a l i t y  of  t h e  
p h r a s e  i n  q u e s t i o n ,  which seems t o  be  a d m i s s i b l e ,  
i s  t h i s ,  t h a t  t h e  o b j e c t ,  t o  which an a p p r o p r i 
a t i o n  o f  money i s  t o  be made, be g e n e r a l  and n o t  
l o c a l ;  i t s  o p e r a t i o n ,  e x t e n d in g  i n  f a c t  o r  by 
p o s s i b i l i t y ,  t h r o u g h o u t  t h e  u n io n ,  and  n o t  b e i n g  
c o n f in e d  t o  a p a r t i c u l a r  s p o t .

No o b j e c t i o n  ough t  t o  a r i s e  t o  this o o n s t r u c t i o n ,  
from a s u p p o s i t i o n  t h a t  I t  would imply a power t o  
do w h a te v e r  e l s e  sh o u ld  a p p e a r  t o  C ongress  con
d u c iv e  t o  th e  g e n e r a l  w e l f a r e .  A power t o  a p p r o 
p r i a t e  money, w i th  this l a t i t u d e ,  which  i s  g r a n t e d
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t o o  i n  e x p re s s  t e r m s ,  would n o t  c a r r y  a  power t o  
do any o t h e r  t h i n g ,  n o t  a u t h o r i z e d  i n  t h e  con
s t i t u t i o n ,  e i t h e r  e x p r e s s l y  or  by f a i r  im p l i 
c a t i o n .  3-

The g o a l  o f  H am i l ton*s  economic p o l i c i e s  was n a t i o n 

a l  u n i t y ,  i n c r e a s e d  economic and p o l i t i c a l  s t r e n g t h .  His i&Sa 

was t h a t  t h e  more complex n a t i o n a l  l i f e  i s ,  t h e  more t h e  

p a r t s  of  t h e  n a t i o n  a r e  d ependen t  upon e a ch  o the r#  United 

w i t h  th e  bonds  of m u tu a l  n ee d s ,  a s t r o n g  c o h e re n t  n a t i o n  

i s  d e v e lo p e d .  He b e l i e v e d  t h a t  t h e  p r im a ry  o b j e c t  o f  

n a t i o n s  i s  t o  supp ly  t h e i r  s u b s i s t e n c e  f rom  th e  p r o d u c t s  

o f  t h e i r  s o i l s .  As m a n u f a c tu r in g  d e v e lo p e d ,  m a t e r i a l s  

s h o u ld  be  o b t a in e d  from t h e  same s o u r c e .  T h is  p l a n  

o f  H a m i l to n ’ s i s  s i m i l a r  t o  t h e  a g r i c u l t u r a l - m a n u 

f a c t u r i n g -  commercial  s t a g e  as  advanced  by L i s t .

H am il ton  was most f a m i l i a r  w i t h  t h e  s h o r t - c o m in g s  

o f  t h e  u n i o n  o f  S t a t e s  d u r in g  t h e  R e v o l u t i o n .  He 

p le d g e d  t o  overcome t h o s e  o b s t a c l e s  which k e p t  t h e  

c o u n t ry  f rom  u n i t e d  e f f o r t .  U n i ty ,  i n  co n seq u en ce ,  

became h i s  u l t i m a t e  g o a l .  I t  i s ,  t h e r e f o r e ,  l i t t l e  

wonder t h a t  he a d v o c a te d  t h o s e  p r i n c i p l e s  and m easures  

w h ich  seemed t o  him t o  be t h e  q u i c k e s t  and most e f f e c t 

i v e  means t o  t h i s  end .  He d e s i r e d  t h e  p r o s p e r i t y  o f  

t h e  p e o p le ,  b u t  t h e  e s t a b l i s h m e n t  of  t h e  n a t i o n  was 

fo r e m o s t .  D efense  was of  more im p o r ta n c e  t h a n  opu

l e n c e .  Economic in d ependence  was r e g a r d e d ,  i n  a  m easure

j

Hamilton, “Report on M anufaetures4*, The Weekly R e g i s t e r .

V, 195.
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of more im p o r tan ce  t h a n  i n d i v i d u a l  p r o s p e r i t y .

I t  was he  d e v e lo p in g  m a n u fa c tu r in g ,  hy e n c o u ra g in g  

a g r i c u l t u r e ,  hy f o u n d in g  a  n a t i o n a l  c r e d i t  t h a t  H am i l ton  

w ish ed  t o  d e v e lo p  t h a t  n a t i o n a l  p r o d u c t i v e  power and 

u n i t y  f o r  which  t h e  n a t i o n  was, hy n a t u r e ,  a d a p te d .

The developm ent  of  a l l  r e s o u r c e s  and a l l  p o t e n t i a l  

powers  was t h e  means t o  h i s  o b j e c t i v e .  He d i d  n o t  

b e l i e v e  t h a t  t h e  i n d i v i d u a l  c o u ld ,  i n  p ro m o t in g  h i s  

p r i v a t e  s e c u r i t y ,  p rom ote  t h e  d e f e n s e  o f  t h e  c o u n t ry ,  

t h e  p u b l i c  s e c u r i t y  and t h e  n a t i o n a l  u n i t y .  N a t i o n a l  

in d ependence  and power were a t t a i n e d  t h r o u g h  th e  com

b i n e d  e f f o r t s  of t h e  e n t i r e  n a t i o n  r a t h e r  t h a n  t h e  

s e l f - i n t e r e s t e d  a c t i o n s  of  i n d i v i d u a l s .  He r e a s o n e d  

t h a t  no n a t i o n  i s  an i n d i v i s u a l  and t h a t  no i n d i v i d u a l  

i s  a n a t i o n .  P r i v a t e  i n t e r e s t s  were n o t  a lw ays  h a r 

monious w i t h  n a t i o n a l  s e c u r i t y .  Under t h e  o p p r e s s i v e  

c o m p e t i t i o n  o f  s t r o n g  n a t i o n s ,  a weak n a t i o n  canno t  

d e v e lo p  a l l  p o t e n t i a l  p o s s i b i l i t i e s .  I f  t h e  h 'n g l i s h  

s h u t  out  American c o rn  from t h e i r  m a rk e t s ,  what e l s e  

were th ey  d o in g  th a n  c o m p e l l in g  American a g r i c u l t u r i s t s  

t o  grow so much l e s s  c o rn  th a n  th e y  would have s e n t  ou t  

u n d e r  f reedom  o f  t r a d e .  Such a s i t u a t i o n  shou ld  n o t  

b e  a l low ed  t o  c o n f r o n t  t h e  American f a r m e r ;  t h e  remedy 

was found i n  t h e  deve lopm ent o f  t h e  home m a rk e t ,  manu

f a c t u r e s  and i n t e r n a l  t r a d e .
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To H am i l to n ,  any d o c t r i n e  of  i n d i v i d u a l i s m  l a c k e d  

t h e  m ag n e t ic  f o r c e  n e c e s s a r y  f o r  t h e  a t t a i n m e n t  of  

n a t i o n a l  u n i t y ;  i t  was n o t  in  harmony w i th  n a t i o n a l  

i n t e r e s t s .  The t h e n  e x i s t i n g  i n s t i t u t i o n s  were n o t  

conduc ive  t o  th e  i n c r e a s e  and deve lopm ent  of  n a t i o n a l  

s t r e n g t h  and power. The f i r s t  d u ty  of p o l i t i c a l  and 

economic d o c t r i n e s ,  t h e r e f o r e ,  was t o  g u id e  t h e  i n 

t e r e s t s  o f  i n d i v i d u a l s  so as  t o  promote t h e  w e l l - b e i n g  

o f  th e  s t a t e .

H a m i l to n ’ s own p o l i c i e s  and p r i n c i p l e s  were t h e  

r e s u l t  of t h e  p o l i t i c a l  and economic c o n d i t i o n s  of  

h i s  t im e .  He was somewhat f a m i l i a r  w i th  t h e  l e a d i n g  

a u t h o r i t i e s ,  h u t  i t  i s  d o u b t f u l  w he the r  he u n d e r s to o d  

t h e i r  v i e w p o in t  o r  o b j e c t i v e .  H is  t h o u g h t  was shaped 

by a d e s i r e  f o r  a s t r o n g ,  in d e p en d en t  n a t i o n .  He ad

v o c a te d  means which he c o n s i d e r e d  e f f e c t i v e  t o  t h a t  

end .
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CHAPTER IV

THE STRUCTURE OF HAMILTON’S ECONOMIC PROGRAM

The f o r e g o i n g  d i s c u s s i o n  e s t a b l i s h e d  the g e n e r a l  

c h a r a c t e r 1 s t i c s  o f  H a m i l to n ’ s p r i n c i p l e s ,  and showed 

t h e  r e l a t i o n  of h i s  d o c t r i n e s  t o  t h e  t im e  i n  which t h e y  

were  p r e s e n t e d ,  and t o  t h e  th o u g h t  of o t h e r s .  In  t h e  

b e l i e f  t h a t  t h e y  may b e  b e t t e r  u n d e r s to o d  and more th o ro u g h 

l y  a n a ly z e d ,  h i s  economic d o c t r i n e s  w i l l  be  p r e s e n t e d  

t o p i c a l l y .  H a m i l to n ’ s w r i t i n g s  do n o t p r e s e n t  any 

s y s t e m a t i c  e x p o s i t i o n  o f  h i s  v iew s  on economic s u b j e c t s .

Any c o n c lu s io n s  c o n c e r n in g  p r i n c i p l e s  must t h e r e f o r e  be 

drawn from t h e  mass of  d i s c u s s i o n  r e l a t i n g  t o  v a r i o u s  

s u b j e c t s  of governm ent,  f i n a n c e  and i n d u s t r y • The 

c l a s s i f i c a t i o n  o f  t o p i c s  i s  c o n s e q u e n t ly  made from t h e  

r e l a t i o n s  i n  which H am il to n  d i s c u s s e d  t h e  s u b j e c t s  

r a t h e r  th a n  f rom  an o u t l i n e  of economic p r i n c i p l e s .

V alue

There i s  l i t t l e  i n  H a m i l to n ’ s works t o  show t h a t  

he had  any t h e o r y  of v a l u e .  He b e l i e v e d - I n  t h e  p r o 

d u c t i v e n e s s  o f  m a n u fa c tu r e s ,  p a r t i a l l y  b a s i n g  h i s  b e 

l i e f  upon an i n c r e a s e  i n  v a lu e  of  raw m a t e r i a l s  from 

t h e  p r o c e s s ,  I t  may be  conc luded  t h a t  he was conv inced  

t h a t  some s o r t  o f  u t i l i t y  had b e e n  added t o  t h e  p ro d u c t*

He r e a s o n e d  t h a t  i f  two x was t h e  normal p r o d u c t i o n  f o r  

a g iv e n  p e r i o d  o f  t im e ,  and t h a t  t e n  x was added t o  t h e  

p r o d u c t  by m a n u f a c tu r in g ,  t h e  t o t a l  v a l u e  consumed would
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* 9 .

n o t  be  m ere ly  t e n ,  b u t  tw en ty  x*

He h e l d  t h a t  Mt h e  in c re m en t  o f  v a l u e ,  p roduced  by 

a r t i f i c e r s ,  s h o u ld  a t  no t im e e x c e e d  th e  v a l u e  of t h e  

p ro d u ce  o f  t h e  la n d  - consumed by  them#’* T h i s  s t a t e m e n t  

p l a c e s  an u p p e r  l i m i t  on t h e  v a l u e - g i v i n g  power of  manu

f a c t u r e s .  H a m i l to n ’ s a d m is s io n  o f  t h e  s u p e r i o r i t y  o f  

a g r i c u l t u r a l  l a b o r  would l« a d  him t o  r e f r a i n  from 

g r a n t i n g  a s u p e r i o r  v a l u e  t o  t h e  p r o d u c t s  o f  m a n u fa c tu r e s ;  

y e t  i t  d id  l e a d  him t o  deny t h a t  a r t i f i c e r s  added some 

v a l u e - g i v i n g  power t o  t h e  p r o d u c t .  P e rh a p s  he w ished  t o  

im p res s  upon t h e  a g r i c u l t u r a l  p o p u l a t i o n  t h a t  th e  d e 

ve lopm ent  o f  m a n u f a c tu r in g  was n o t  c o n t r a r y  t o  t h e i r  

i n t e r e s t s .  Such a  s t a t e m e n t  may have been  u se d  as a 

c l o a k  u n d e r  which he c o u ld  h id e  t h e  d i s a d v a n t a g e s  o f  

h i s  program . At l e a s t ,  i t  may be  conc luded  t h a t  he had  

no ad e q u a te  u n d e r s t a n d i n g  o f  t h e  f o r c e s  w hich  d e t e r m in e  

economic v a l u e .

I t  i s  p o s s i b l e  t h a t  Sm ith*s  s t a t e m e n t  t h a t ' t h e  

v a l u e  o f  a  good depended p r i m a r i l y  upon t h e  amount o f  

l a b o r  r e q u i r e d  i n  p r o d u c t i o n  i n f l u e n c e d  H a m i l to n ’ s '  

t h o u g h t .  I n  r e f u t i n g  S m i t h ' s  e x p l a n a t i o n  o f  r e n t  b a s e d  

on t h e  r e a s o n  t h a t  n a t u r e  l a b o r e d  w i th  man, we f i n d  him 

u s i n g  th e  a rgument t h a t  i n  c o n d i t i o n s  where g r e a t  a r t  

and  s k i l l  a r e  r e q u i r e d  t o  p roduce  a commodity, more 

w i l l  b e  p ro d u ced  in  v a l u e  th a n  u n d e r  c o n d i t i o n s  where l a b o r

1 v
H am il ton ,  "R ep o r t  on Manufactures**, The Weekly R e g i s t e r ,

V, 155.
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i s  more s im p l e .

He was somewhat f a m i l i a r  w i t h  t h e  r e l a t i o n  of 

s c a r c i t y  t o  p r i c e .  I n  a d v o c a t i n g  t h e  u s e  of  b o u n t i e s ,  

he r e a s o n e d  t h a t  th e y  t e n d e d  t o  s t i m u l a t e  p r o d u c t i o n ,  i n 

c r e a s e  t h e  q u a n t i t y  o f  p r o d u c t i o n ,  and t h e r e b y  d e c r e a s e  

t h e  p r i c e .  He b e l i e v e d  t h a t  i f  t h e  d o m e s t ic  p r o d u c t i o n  

d id  n o t  i n c r e a s e  i n  i n d u s t r i e s  p r o t e c t e d  by a p r o h i b i t i v e  

t a r i f f ,  t h e  p r i c e  of  t h e  a r t i c l e  would b e  i n  t h e  lo n g  

r u n ,  h ig h e r  f rom a s m a l l e r  o u t p u t .

In  d i s c u s s i n g  t h e  p r i c e  of  l a b o r  we f i n d  him making 

t h e  follow in g  s t a t e m e n t s

L e t  i t  be  supposed ,  t h a t  t h e  d i f f e r e n c e  in  p r i c e ,  
i n  two c o u n t r i e s ,  o f  a  g iv e n  q u a n t i t y  o f  manual 
l a b o r ,  r e q u i s i t e -  t o  t h e  f a b r i c a t i o n  o f  a g iven  
a r t i c l e ,  i s  as  t e n ;  and t h a t  some m echan ic  power 
i s  i n t r o d u c e d  i n t o  b o t h  c o u n t r i e s ,  w h ich ,  p e r 
fo rm ing  h a l f  t h e  n e c e s s a r y  l a b o r ,  l e a v e s  only  
h a l f  t o  be  ob ne by hand, i t  i s  e v i d e n t  t h a t  t h e  
d i f f e r e n c e  in  t h e  c o s t  o f  f a b r i c a t i o n  o f  t h e  a r 
t i c l e  i n  q u e s t i o n ,  i n  t h e  two c o u n t r i e s ,  a s  f a r  
a s  i s  co n n e c te d  w i t h  t h e  p r i c e  of l a b o r ,  w i l l  
be  r e d u c e d  from t e n  t o  f i v e ,  i n  consequence  of  
t h e  i n t r o d u c t i o n  o f  t h a t  p o w e r .1

T h is  r e a s o n i n g  shows a l a c k  of a v a l u e  t h e o r y .

T ru e ,  t h e  in t ro d u c t io n  o f  a machine would d e c r e a s e  t h e  

t h e  imm edia te  need  f o r  a  c e r t a i n  q u a n t i t y  o f  3a b o r ,  b u t  

t h e  machine would a l s o  i n c r e a s e  t h e  o u tp u t  o f  t h e  commod

i t y  and lo w er  p r i c e s  would r e s u l t  from i n c r e a s e d  p r o 

d u c t i o n  a t  lo w er  c o s t s .  I n  t h e  l o n g  ru n ,  l a b o r  would be  

r e d i s t r i b u t e d  in  t h e  p r o d u c t i o n  o f  o t h e r  goods i n c l u d i n g  

t h e  machine t o  make t h e  goods.  H am i l to n ’ s r e a s o n in g

1
Hamilton, “Report on Manufactures’*, The Weekly R e g i s t e r .

V, 162 .
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assum es  th e  p r o d u c t i v i t y  of l a b o r  t o  be e q u a l  in  t h e  

two c o u n t r i e s ,  an i m p l i c a t i o n  t h a t  does n o t  b e a r  exami

n a t io n *  The supp ly  i s  b u t  one f o r c e  in  v a l u e  d e t e r 

m in a t io n *  H am il ton  i s  concerned  on ly  w i th  t h a t  fo rc e *  

His home -m ark e t  argument f o r  p r o t e c t i o n  and h i s  

b e j i e f  in  t h e  s a c r i f i c e  of i n d i v i d u a l  w e l f a r e  t o  t h a t  

o f  t h e  n a t i o n  seems a t  f i r s t  g l a n c e  t o  be  founded  upon 

a  m i s u n d e r s t a n d i n g  of  t h e  n a t u r e  o f  v a l u e  and wealth*

I t  i s  p r o b a b le  t h a t  even  though  he had b e e  a c q u a i n t e d  

w i th  c u r r e n t  c o n c e p t s ,  he would n o t  have b e e n  conv inced  

o f  a  f a l l a c y  i n  h i s  d o c t r i n e *  H is  paramount concern

was t o  i n c r e a s e  t h e  p r o d u c t i v e  powers of  t h e  n a t i o n ,

n o t  i n  t h e  s e n s e  t h a t  L i s t  d ev e lo p ed  h i s  powers  of  

p r o d u c t i o n ,  b u t  in  v iew  of o b t a i n i n g  n a t i o n a l  s e l f -  

s u f f i c i e n c y .

C a p i t a l

H am ilton  speaks  t h r o u g h o u t  h i s  v a r i o u s  r e p o r t s  o f  

" a c t i v e  capita l**  "monied cap i ta l** ,  of  an " a b s o l u t e "  

i n c r e a s e  in  c a p i t a l  and of  " a r t i f i c i a l "  c a p i t a l *

In  t h e  q u e s t i o n  u n d e r  d i s c u s s i o n ,  i t  i s  im p o r ta n t  
t o  d i s t i n g u i s h  b e tw een  an a b s o l u t e  i n c r e a s e  of
c a p i t a l ,  o r  an a c c e s s i o n  o f  r e a l  w e a l t h  and an
a r t i f i c i a l  i n c r e a s e  of  c a p i t a l ,  as  an en g in e  o f  
b u s i n e s s ,  o r  as  an in s t ru m e n t  of  i n d u s t r y  and 
commerce. I n  t h e  f i r s t  s e n s e ,  a fu n d ed  deb t  has  
no p r e t e n s i o n s  t o  b e i n g  deemed an i n c r e a s e  of  
c a p i t a l ;  i n  t h e  l a s t *  i t  has  p r e t e n s i o n s  which 
a r e  n o t  easy  t o  b e  c o n t r o v e r t e d  -  Of a s i m i l a r  
n a t u r e  i s  bank c r e d i t ,  and ,  In  an i n f e r i o r  d e g r e e ,  
every  s p e c i e s  of  p r i v a t e  c r e d i t . !

H a m i l to n 1s a c t i v e  o r  monied c a p i t a l  was s i m i l a r

t o  S m i th ’ s c a p i t a l  s t o c k .  A c t u a l l y  he d i s t i n g u i s h e d

lHam ilton ,  "Report on Manufactures,  The Weekly R e g i s t e r ,
V, 189.
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s o c i a l  from i n d i v i d u a l  w e a l th .  He h e ld  t h a t  a  funded  

d e b t  and o t h e r  forms o f  c r e d i t  d i d  n o t  i n c r e a s e  th e  

s t o c k  of  r e a l  c a p i t a l  o r  w e a l th ,  b u t  s e r v e d  as  a new 

power i n  t h e  o p e r a t i o n s  o f  i n d u s t r y .  To H am il ton ,  

su c h  c a p i t a l  f a c i l i t a t e d  exchange and q u ic k en ed  t h e  op

e r a t i o n s  o f  b u s i n e s s *  I t  had, however,  a t en d en cy  

w i t h i n  c e r t a i n  bounds t o  i n c r e a s e  t h e  r e a l  w e a l th  

o f  t h e  c o u n t ry  in  a l i k e  manner a s  money borrow ed  by 

a  t h r i f t y  f a r m e r ,  t o  b e  l a i d  ou t  i n  improvements  of  

h i s  fa rm ,  may, in  t h e  end ,  add t o  h i s  s t o c k  of r e a l  

w ea l th *

C a p i t a l  o r  r e a l  w e a l t h  c o u ld  on ly  p r o c e e d ,  e x c e p t  

i n  c a s e s  o f  ex t rem e  d e x t e r i t y  and s k i l l ,  fo rm  t h e  

s a v i n g s  of t h e  t h r i f t y .  H am il ton  h e ld ,  a s  Smith ,  

t h a t  th e  i n d u s t r y  of  a  s o c i e t y  can  i n c r e a s e  only  i n  

p r o p o r t i o n  t o  t h e  i n c r e a s e  i n  c a p i t a l .  Any i n c r e a s e  

of  i n d u s t r y  i s  dependen t  upon t h e  s a v in g  of  t h e  p e o p l e .  

H a m i l to n ’ s program f o r  t h e  deve lopm ent o f  m a n u fa c tu r in g ,  

t h e r e f o r e ,  was based  upon h i s  b e l i e f  In  t h e  i n c r e a s e  

of  c a p i t a l  w i t h i n  t h e  n a t io n *  He was q u ic k  t o  p o i n t  

o u t  th e  im p o r ta n ce  o f  s a v in g  and o f  o b t a i n i n g  f o r e i g n  

l o a n s  f o r  t h e  deve lopm ent  of  Am erican  i n d u s t r y .  His  

p l a n  f o r  t h e  e s t a b l i s h m e n t  of  t h e  c r e d i t  of  t h e  U n i t e d  

S t a t e s  was i n  p a r t  b a s e d  on t h e  l a c k  of  a  f l u i d  medium 

of exchange, which,  he c la im ed ,  s lowed t h e  t r a n s a c t i o n s  

of  b u s i n e s s  and was n o t  conduc ive  t o  t h e  deve lopm ent
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of i n d u s t r y .

I t  i s  d i f f i c u l t  t o  p ronounce  a n y t h i n g  p r e c i s e  
c o n c e rn in g  th e  r e a l  e x t e n t  o f  monied c a p i t a l  of 
a c o u n t r y ,  and s t i l l  more c o n c e rn in g  t h e  p ro 
p o r t i o n  which i t  b e a r s  t o  t h e  o b j e c t s  t h a t  i n v i t e  
t h e  employment o f  c a p i t a l .  I t  i s  n o t  l e s s  d i f f i c u l t  
t o  p ronounce  how f a r  t h e  e f f e c t  of  a  g iv e n  q u a n t i t y  
o f  money, as  c a p i t a l ,  o r ,  i n  o t h e r  w ords ,  as  a 
medium f o r  c i r c u l a t i n g  t h e  i n d u s t r y  and  p r o p e r t y  
of a  n a t i o n ,  may b e  i n c r e a s e d  by t h e  v e ry  c i r 
cum stances  of  t h e  a d d i t i o n ,  which I s  g iv e n  t o  i f  
by new o b j e c t s  o f  employment.  That  e f f e c t ,  l i k e  
t h e  momentum of  d e s c e n d in g  b o d i e s ,  may n o t  improp
e r l y  be  r e p r e s e n t e d ,  as  i n  a compound r a t i o  t o  
mass and v e l o c i t y .  I t  seems p r e t t y  c e r t a i n  t h a t  
a g iv e n  sum of money, in  a s i t u a t i o n ,  i n  which 
t h e  q u i c k  im pu lses  of commercia l  a c t i v i t y  were 
l i t t l e  f e l t ,  would ap p e a r  i n a d e q u a te  t o  t h e  c i r 
c u l a t i n g  of  a s  g r e a t  a q u a n t i t y  of  i n d u s t r y  and 
p r o p e r t y ,  a s  one ,  in* which t h e i r  f u l l  i n f l u e n c e  
was e x p e r i e n c e d . 1

I t  i s  f a i r l y  c l e a r  t h a t  H a m i l to n ’ s p r i n c i p l e  would 

o p e r a t e  i n  c u m u la t iv e  f a s h i o n .  In  o t h e r  w ords ,  he ad 

v o c a t e d  t h e  e s t a b l i s h m e n t  of  m a n u f a c tu r e s ,  t h e  d e v e lo p 

ment of  a g r i c u l t u r e  and t h e  i n c r e a s e  o f  i n d u s t r y  by t h e  

f o u n d in g  of  p u b l i c  c r e d i t ,  by f o r e i g n  l o a n s ,  a  n a t i o n a l  

b a n k ,  and by s a v in g .  Once i n d u s t r y  was f i r m l y  e s t a b l i s h e d ,  

s a v i n g  would become e a s i e r ;  as  s a v in g  became e a s i e r ,  

c a p i t a l  would grow; a s  c a p i t a l  grew, t h e  i n d u s t r i e s  of  

t h e  n a t i o n  would grow " l i k e  t h e  momentum of d e s c e n d in g  

b o d i e s  in  a compound r a t i o  t o  t h e  mass and v e l o c i t y . "

I t  i s  n o t  s t r a n g e  t h a t  H am i l to n  would a t t a c h  t h i s  

im p o r ta n ce  t o  c a p i t a l  i n  th e  deve lopm ent  o f  t h e  n a t i o n .  

Land was t h e  only  ab u n d an t  f a c t o r  a t  t h a t  t i m e .  P u b l i c  

c r e d i t  was i n  a p i t i f u l  s t a t e  and f o r e i g n  l o a n s  were

1
Hamilton, "Report on Manufactures", The Weekly R e g i s t e r .

V, 162.
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were hard  t o  o b t a i n .  L ik ew ise  Adam Smith  h e l d  t h a t  cap

i t a l  was a s o u r c e  o f  economic l i f e ,  and that* t h e  amount 

o f  c a p i t a l  i n  e x i s t e n c e  a s  w e l l  a s  t h e  e x t e n t  of  t h e  

m ark e t  s e t  t h e  upperm ost  l i m i t  i n  i n d u s t r y .  I t  can 

h a r d l y  be  s a i d ,  however,  t h a t  H am i l to n  would have 

s t r e s s e d  t h e  im p o r ta n c e  of  c a p i t a l  a s  d i a  S m i th .  He 

r e c o g n i z e d  th e  n e c e s s i t y  o f  l a b o r ,  a d v o c a te d  means 

t h a t  would make e m i g r a t i o n  t o  t h e  U n i te d  b t a t e s  p o p u l a r ,  

and de fended  t h e  p o s i t i o n  t h a t  d e a r  l a b o r  was n o t  a s  

h a rm fu l  t o  t h e  deve lopm ent  of  m a n u fa c tu r e s  a s  was 

g e n e r a l l y  su p posed .  I n  d e f e n s e  o f  h i s  p l a n  f o r  t h e  

p ro m o t io n  o f  i n d u s t r y ,  he a d v o c a te d  th e  r e s t r i c t i o n  o f  

p u b l i c  l a n d s  i n  o r d e r  t h a t  a g r i c u l t u r e  m igh t  n o t  b e  

i n f i n i t e l y  more a t t r a c t i v e  t h a n  m a n u f a c t u r e s .

I t  i s  p o s s i b l e  t h a t  H am il ton  s u g g e s te d  t h e  o p e r a t i o n  

of  t h e  q u a n t i t y  t h e o r y  of money i n  h i s  s t a t e m e n t  c o n c e r n 

in g  t h e  e x t e n t  of  monied c a p i t a l .  He d id  n o t  w ish  t o

i n c r e a s e  t h e  c i r c u l a t i n g  medium beyond a p o i n t  where
*

com mercia l  a c t i v i t y  would become i n f l a t e d .  He w ished 

t h e  amount of  money i n  t h e  c o u n t ry  t o  b e  p r o p o r t i o n a t e  

t o  t h e  c i r c u l a t i o n  o f  i n d u s t r y  and p r o p e r t y .  I t  I s  

p r o b a b l e  t h a t  he had r e a d  Hume's e s say  i n  which t h e  

l a t t e r  u s e d  t h e  q u a n t i t y  t h e o r y  t o  r e f u t e  m e r c a n t i l i s m .

He was f a m i l i a r  w i th  t h e  d e p r e c i a t e d  c u r r e n c y  of t h e  

C o n f e d e r a t i o n .  He knew t h e  consequences  of  f i a t  money#

He d i r e c t e d  h i s  p o l i c i e s  i n  a manner t h a t  would a v o i d  t h e
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t h e  m is t a k e s  o f  an o v e r - i s s u e  of c u r r e n c y .

He v iew ed  t h e  i n t r o d u c t i o n  o f  f o r e i g n  c a p i t a l  i n t o  

t h e  co u n t ry  a s  a v a l u a b l e  a u x i l i a r y  t o  t h e  deve lopm ent 

o f  i n d u s t r y .  He co n ten d ed  t h a t  su c h  in v e s tm e n t s  would 

make p o s s i b l e  t h e  u s e  o f  a g r e a t e r  q u a n t i t y  o f  l a b o r  and 

t h e r e b y  i n c r e a s e  t h e  p r o d u c t i v e  powers o f  t h e  c o u n t r y .

He b e l i e v e d  t h a t  much f o r e i g n  c a p i t a l  was a t t r a c t e d  

f o r  s p e c u l a t i v e  p u r p o s e s ,  b u t  h e l d  t h a t  i t  co u ld  be  

r e t a i n e d  and r e n d e r e d  s u b s e r v i e n t  t o  t h e  i n t e r e s t s  of  

commerce, a g r i c u l t u r e  and  m a n u fa c tu r e s  by off r e r i n g  a 

w id e r  d i v e r s i f i c a t i o n  o f  o p p o r t u n i t i e s .  While t h e r e  

a r e  c i r c u m s ta n c e s  s u f f i c i e n t l y  s t r o n g  t o  a u t h o r i z e  a 

c o n s i d e r a b l e  d e g re e  o f  r e l i a n c e  upon t h e  f o r e i g n  

c a p i t a l ,  e v e ry  e f f o r t  sh o u ld  b e  made t o  i n c r e a s e  do

m e s t i c  r e s o u r c e s  and fu n d s  of w e a l t h . ^ .

There was, a t  t h a t  t im e ,  a c u r r e n t  t h e o r y  t h a t  

monied c a p i t a l  i n  t h e  fo rm  o i  a c i r c u l a t i n g  deb t  

d e s t r o y e d  a fu n d  of an e q u a l  amount of  r e a l  c a p i t a l .  

N o te s  were i s s u e d  i n  t h e  form o f  c i r c u l a t i n g  d e b t .

These  p ro m ise s  t o  pay were ex ch an g eab le  f o r  v a r io u s  

fo rm s  of w ea l th*  I t  was b e l i e v e d  t h a t  am ort iza t ion  and 

i n t e r e s t  paym ents  w i thd rew  from c i r c u l a t i o n  a c e r t a i n  

p e r c e n t a g e  of t h e  d e b t .  T h is  w i th d ra w a l  l e f t  a  s m a l l e r

amount of p e r s o n a l  w e a l t h  in  t h e  hands of t h e  p e o p le
!

a t  l a r g e ,  c o n c e n t r a t i n g  I z  i n  t h e  hands o f  a few p u b l i c  

c r e d i t o r s .  I n  t im e t h e  d eb t  would be  c o m p le t e ly  w i t h -
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ax awn from c i r c u l a t i o n .  R e in v es tm e n t  i n  e x t e n s i v e  

e n t e r p r i s e s  was n o t  f r e q u e n t  n o r  e x t e n s iv e *  T h is  form 

* of  w e a l th  was c o n s e q u e n t ly  d e s t r o y e d  so f a r  a s  th e  

m a j o r i t y  was concerned* P r o d u c t i o n  was t h e r e f o r e  

d e c r e a s e d  and  p o t e n t i a l  w e a l th  d e s t ro y e d #

H am il ton ,  however,  con tended  that a man pgb s e s s i n g  

a sum of p u b l i c  fu n d s  o f  a sound and s e t t l e d  s t a t e ,  

c o u ld  embrace any scheme of b u s i n e s s  w i th  a s  much c o n f i 

d en ce  as  i f  he p o s s e s s e d  an e q u a l  sum of a c c e p t a b l e  c o i n .  

He h e l d  t h a t  t h e  an n u a l  rev en u e  a p p l i e d  i n  t h e  payment 

o f  i n t e r e s t  and r e d e m p t io n  of p r i n c i p a l  d i d  n o t  d e s t r o y  

a l i k e  amount o f  c a p i t a l  o r  w i thd raw  from c i r c u l a t i o n ,  

f o r  any p e r i o d  o f  t im e ,  a l i k e  amount of  c o i n .

Let  i t  be supposed  t h a t  t h e  annua l  rev en u e  t o  
b e  a p p l i e d ,  c o r r e s p o n d in g  w i t h  t h e  m o d i f i c a t i o n  
of  t h e  s i x  p e r  c e n t  s to c k  of t h e  U n i t e d  b t a t e s ,  
i s  i n  r a t i o  of e i g h t  upon t h e  hundred ,  t h a t  i s ,  
i n  t h e  f i r s t  i n s t a n c e ,  s i x  on accoun t  of  i n t e r e s t ,  
and two on ac co u n t  of  p r i n c i p a l *

Thus f a r  i t  i s  e v i d e n t  t h a t  t h e  c a p i t a l  d e s t r o y e d ,  
t o  t h e  c a p i t a l  c r e a t e d  would b e a r  no g r e a t e r  p r o 
p o r t i o n  t h a n  e i g h t  t o  one hundred .  T here  would b e  
w ithdraw n from t h e  t o t a l  mass of o t h e r  c a p i t a l s  a  
sum of  e i g h t  d o l l a r s  t o  b e  p a i d  t o  t h e  p u b l i c  
c r e d i t o r ,  wlaile he would b e  s e s s e d  o f  a sum of  
one hundred  d o l l a r s ,  r e a d y  t o  be  a p p l i e d  t o  any 
p u rp o se ,  t o  be  embarked i n  any e n t e r p r i s e ,  which  
might  a p p e a r  t o  him t o  b e  e l i g i b l e ^  h e r e  th e n  t h e  
a u g m e n ta t io n  o f  c a p i t a l ,  o r  t h e  e x c e s s  of  t h a t  
which i s  p ro d u ced ,  beyond t h a t  which i s  d e s t r o y e d ,  
i s  e q u a l  t o  n i n e t y - t w o  d o l l a r s . 1

Ham il ton  d i d  n o t ,  however,  concede t h a t  t h e  m onies  

p a i d  f o r  i n t e r e s t  and a m o t i z a t i o n  of  p r i n c i p a l  were d es 

1
Hamilton, “The Report on Manufactures*, The Weekly R e g i s t e r .
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t r o y e d ,  b u t  m a in t a in e d  t h a t  t h e y  were m e re ly  t e m p o r a r i l y  

t r a n s f e r r e d  from some o t h e r  c a p i t a l  t o  t h e  c r e d i t o r ,  on ly  

t o  b e  a g a in  r e s t o r e d  i n t o  c i r c u l a t i o n *  T h i s  t h e  c r e d i t o r  

d i d  im m ed ia te ly  b e  em ploy ing  c a p i t a l  in  some b r a n c h  of  

i n d u s t r y  o r  by l e n d i n g  i t  t o  some p e r s o n  who would 

employ i t .  C a p i t a l  was n o t  d e s t r o y e d ;  t h e  p r o d u c t i v e  powers 

of  t h e  n a t i o n  were n o t  d ec reased *  As d e b t s  were p a i d ,  

c a p i t a l  would f i n d  i t s  way i n t o  i n d u s t r y  once more; c r e d i t  

would i n c r e a s e  th e  p r o d u c t i v e  powers  and r e a l  w e a l th  o f  

t h e  n a t i o n .

No doub t  H am il ton  was f a m i l i a r ' w i th  Sm ith*s  f i x e d  

and c i r c u l a t i n g  c a p i t a l .  The n a t u r e  of h i s  d i s c u s s i o n  

shows a r e l a t i o n  t o  S m i t h ’ s s t a t e m e n t  t h a t  c a p i t a l  i s  

u s u a l l y  money u se d  i n  b u s i n e s s .  He u s e s  t h e  te rm  r e a l  

w e a l t h  and c a p i t a l  i n t e r c h a n g e a b l y ,  i n d i c a t i n g  t h a t  he  

p r o b a b ly  h e l d  t h a t  r e a l  c a p i t a l  was t h e  means o f  su b 

s i s t e n c e .  A c t i v e  c a p i t a l  o r  form s of c r e d i t  and money, 

t o  H am il ton ,  were c e r t a i n l y  form s o f  w e a l t h ,  f o r  th e y  

gave t h e  i n d i v i d u a l  o r  th e  n a t i o n  a command o v e r  o t h e r  

fo rm s of w e a l t h .

Hamilton* s r e a s o n i n g  t h a t  t h e  in v e s tm e n t  of  c a p i t a l  

i n c r e a s e d  t h e  p r o d u c t i v e  power of  t h e  n a t i o n  is- s i m i l a r  

t o  L i s t ' s  t h e o r y  of  t h e  p r o d u c t i v e  pow ers .  I t  i s ,  

however,  d o u b t f u l  w h e th e r  H am il ton  had i n  mind any su c h  

d e f i n i t e  p r i n c i p l e .  L i s t  h e ld  t h a t  t h e  c a s u e s  of  w e a l t h  

a r e  som eth ing  t o t a l l y  d i f f e r e n t  from w e a l t h  i t s e l f ,  t h a t
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a  p e r s o n  p o s s e s s  wealth. ,  h u t  i f  he does n o t  p roduce  

more th a n  he  consumes, he w i l l  become p o o r e r .  The 

power of  p r o d u c in g  w e a l t h  i s ,  t h e r e f o r e ,  i n f i n i t e l y  more 

im p o r t a n t  t h a n  w e a l th  i t s e l f .

L e t  u s  suppose t h e  ca se  o f  two f a t h e r s  o f  f a m i l i e s ,  
b o t h  b e i n g  la n d ed  p r o p r i e t o r s ,  each  s a v e s  y e a r l y  
1000 t h a l e r s  and h as  f i v e  s o n s .  The one who p u t s  
o u t  h i s  s a v in g s  a t  i n t e r e s t ,  and k eep s  h i s  sons  
a t  common work, w h i l e  t h e  o t h e r  employs h i s  s a v i n g s  
in  e d u c a t i n g  two o f  h i s  sons  as  s k i l f u l  and i n t e l l i 
gen t  la n d o w n e rs ,  and i n  e n a b l i n g  t h e  o t h e r  t h r e e  
t o  l e a r n  a  t r a d e  a f t e r  t h e i r  r e s p e c t i v e  t a s t e s ;  
t h e  fo rm e r  a c t s  a c c o r d i n g  t o  t h e  t h e o r y  o f  v a l u e s ,  
and t h e  l a t t e r  a c c o r d i n g  t o  t h e  t h e o r y  o f  p r o d u c t i v e  
pow ers .  The f i r s t  a t  h i s  d e a t h  may p ro v e  much 
r i c h e r  t h a n  t h e  second  in  e x c h a n g e a b le  v a l u e ,  b u t  
i t  i s  q u i t e  o th e r w i s e  as  r e s p e c t s  p r o d u c t i v e  pow ers .  
The e s t a t e  o f  t h e  l a t t e r  i s  d i v id e d  i n t o  two p a r t s ,  
and e v e ry  p a r t  w i l l  by t h e  a i d  o f  improved manage
ment y i e l d  a s  much p roduce  a s  t h e  whole d id  b e f o r e ;  
w h i le  t h e  r e m a in in g  t h r e e  sons  have by t h e i r  
t a l e n t s  o b t a i n e d  abundan t  menas of m a in te n a n c e .
The l a n d e d  p r o p e r t y  o f  t h e  fo rm er  w i l l  be d i v i d e d  
i n t o  f i v e  p a r t s ,  and ev e ry  p a r t  w i l l  be  worked in  
a s  bad  a  manner a s  t h e  whole was h e r e t o f o r e .
I n  t h e  l a t t e r  f a m i l y  a mass o f  d i f f e r e n t  m en ta l  
f o r c e s  and t a l e n t s  i s  awakened and c u l t i v a t e d ,  
which i n c r e a s e s  f rom g e n e r a t i o n  t o  g e n e r a t i o n ,  
every  s u c c e e d in g  g e n e r a t i o n  pcs s e s s i n g  more power 
of  o b t a i n i n g  m a t e r i a l  w e a l t h  th a n  t h e  p r e c e d in g  
one, w h i l e  t h e  fo rm e r  f a m i l y ,  s t u p i d i t y  and p o v e r t y  
must i n c r e a s e  w i t h  t h e  d i m u n i t i o n  o f  t h e  s h a r e s  
o f  l a n d e d  p r o p e r t y . 1

H am il ton  a rgued  t h a t  i n c r e a s e d  i n d u s t r i e s  w i t h i n  t h e  

n a t i o n  i n c r e a s e d  th e  m a t e r i a l  w e a l t h  and t h e  u l t i m a t e  

p r o s p e r i t y  o f  t h e  p e o p l e ,  b u t  such  a rgum ents  s u b s e r v i e n t  

t o  h i s  p l a n  f o r  t h e  deve lopm ent  o f  n a t i o n a l  i n d u s t r y  i n

1
L i s t ,  The N a t i o n a l  System of  P o l i t i c a l  Economy. 112.
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o r d e r  t o  g a i n  economic in d ependence  and s t r e n g t h *  He 

h e l d  t h a t  economic .power i n c r e a s e d  t h e  i n t e r n a l  demand 

f o r  t h e  p r o d u c t s  o f  "both a g r i c u l t u r e  and m a n u f a c t u r e s ,  

su c h  a demand would h e  c o n t in u o u s  and i n v a r i a b l e ,  

l e s s  s u s c e p t i b l e  t o  f l u c t u a t i o n s  and i n t e r r u p t i o n s ,  caused  

by deve lopm en ts  a b ro a d .  The home m arke t  w i t h  more 

d i v e r s i f i e d  i n d u s t r i e s  would a f f o r d  a g r e a t e r  scope 

t o  m e r c a n t i l e  e n t e r p r i s e ,  o f f e r i n g  a d v a n ta g e s  t o  f o r e i g n  

a s  w e l l  as  d o m e s t ic  commerce* The n a t i o n  which  b r i n g s  

a  wide v a r i e t y  of  a r t i c l e s  t o  t h e  marke t  would n o t  b e  a s  

q u i c k l y  a f f e c t e d  by s t a g n a t i o n s  i n  t h e  demand f o r  c e r t a i n  

commodities* Such a s i t u a t i o n  o f  s e l f - s u f f i c i e n c e y  

would a f f e c t  m a t e r i a l l y  t h e  w e a l t h  and p r o s p e r i t y  of  

t h e  n a t io n *  The independence  and s e c u r i t y  c£ t h e  n a t i o n  

would be s t r e n g th e n e d *  The p l a n  would f o s t e r  t h e  e s s e n 

t i a l s  o f  na t iona l*  supply*.

T h is  program , however,  was n o t  e f f e c t i v e  u n t i l  a f t e r  

t h e  War of 1812* D u r in g  t h e  y e a r  o f  H am il ton*s  R e p o r t  

o f  M a n u fa c tu re s  Europe began  h o s t i l i t i e s  which  l a s t e d  

u n t i l  a f t e r  t h e  b a t t l e  o f  W a te r lo o .  The m a rk e t s  t h a t  

had been  c l o s e d  t o  American t r a d e  were su d d e n ly  th ro w n - 

wide open. The imm edia te  need f o r  a home m ark e t  was 

removed* H a m i l to n ’ s p l a n  t h e r e f o r e  l o s t  p u b l i c  r e c o g 

n i t i o n .

I t  can b e  s a i d  t h a t  Hamilton* s program was b a s e d  on 

a d e f i n i t e  t h e o r y  such  a s  t h a t  advanced by L i s t .  He 

w ish ed  t o  g&in th e  e s s e n t i a l s  o f  n a t i o n a l  s u p p ly .  He
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b e l i e v e d  t h a t  a  n a t i o n  which im p o r te d  more goods and 

s e r v i c e s  t h a n  i t  e x p o r te d  m ust ,  so o n e r  o r  l a t e r ,  a b r i d g e  

i t s  im p o r t s ,  i n c r e a s e  i t s  e x p o r t s ,  or  d i v e r s i f y  i t s  

in d u s t ry *  A n a t i o n ,  i f  i t s  economic f a c t o r s  a r e  c o n t r o l l e d ,  

i s  l i k e  a f a c t o r y ;  t h e r e  i s  a l i m i t  t o  i t s  p r o d u c t i v e n e s s .  

He b e l i e v e d  t h a t  i n d u s t r y  cou ld  n o t  on ly  b e  i n c r e a s e d  

t o  a c e r t a i n  e x t e n t  by  an i n c r e a s e  i n  c a p i t a l ,  b u t  t h a t  

i t  was th e  s t a t e s m a n ’ s d u ty  t o  r e g u l a t e  t h e  d i v i s i o n  

of l a b o r  and t o  en co u rag e  th e  e s t a b l i s h m e n t  o f  i n d u s t r i e s  

i n  o r d e r  t h a t  t h e  maximum p r o d u c t  would b e  fo r th c o m in g .

Land

H am il ton  h e ld  t h a t  l a n d  was, i n  i t s  n a t u r e ,  a 

s t o c k  of c a p i t a l ,  advanced  or  l e n t  by i t s  owner t o  t h e  

o c c u p i e r  o r  t e n a n t .  K e n t ,  he co n ten d ed ,  i s  th e  r e t u r n  

r e c e i v e d  by t h e  owner o f  an o r d i n a r y  s t o c k  i n  l a n d  n o t  

managed by t h e  p r o p r i e t o r  h i m s e l f ,  b u t  by a n o t h e r  t o  

whom he l e n d s  i t ,  and who, on h i s  own i n i t i a t i v e ,  ad v an ces  

a second c a p i t a l  t o  s t o c k  and. improve t h e  l a n d .  The 

c u l t i v a t o r  r e c e i v e s  h i s  rew ard  i n  p r o f i t .

His p o s i t i o n  r e g a r d i n g  t h e  n o n - e x c l u s i v e  p ro 

d u c t i v e n e s s  of  l a n d  i s  e v i d e n t  from h i s  en d eav o r  t o  

r e f u t e  c u r r e n t  o p in io n s  h o ld in g  t h e  c o n t r a r y .  His R e p o r t  

on M a n u fa c tu re s  was p a r t i a l l y  co n c e rn ed  w i t h  a  p l e a  f o r  

t h e  d i v e r s i f i c a t i o n  o f  i n d u s t r y  w i t h i n  t h e  n a t io n *

A though he g r a n t e d  s u p e r i o r i t y  t o  a g r i c u l t u r a l  . lab o r ,  

he was conv inced  t h a t  m a n u f a c tu r in g  i s  p r o d u c t i v e .  How

e v e r  t h e  p r o c e s s  s h o u ld  n o t  consume more in  v a lu e  t h a n
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41 .

i t  p roduces#

The r e n t  of  t h e  l a n d l o r d  and t h e  p r o f i t  of  t h e  
f a rm e r  a r e  t h e r e f o r e  n o t h i n g  more t h a n  t h e  o r d i n a r y  
p r o f i t s  o f  two c a p i t a l s ,  b e l o n g i n g  t o  two d i f f e r e n t  
p e r s o n s ,  and u n i t e d  i n  t h e  c u l t i v a t i o n  of  a  f a rm ;  
a s ,  i n  o t h e r  c a s e s ,  t h e  s u r p l u s  which a r i s e s  upon 
any m a n u fa c to ry ,  a f t e r  r e p l a c i n g  t h e  ex p e n ses  of  
c a r r y i n g  i t  on, answ ers  t o  t h e  o r d i n a r y  p r o f i t s  
of  one o r  more c a p i t a l s  engaged  i n  t h e  p r o s e c u t i o n  
of such  m a n u f a c to r y #1

H am il ton  had no c o n c e p t i o n  o f  r e n t  a s  an u n ea rn e d  

in c r e m e n t .  He saw t h a t  i n  a m a n u fa c to ry  t h e r e  a r e  many 

c a s e s  i n  which  a  p a r t  of  t h e  c a p i t a l  i s  borrowed by t h e  

owner,  and combined w i t h  o t h e r  c a p i t a l  i n  t h e  o p e r a t i o n  

o f  t h e  b u s in e s s #  Out o f  t h e  s u r p l u s ,  a f t e r  t h e  payment 

o f  e x p e n se s ,  an  i n t e r e s t  i s  p a i d  t o  a m o n e y - le n d e r  f o r  

t h e  u s e  o f  c a p i t a l  f u r n i s h e d  by him. T h i s  payment of  

i n t e r e s t  i s  e x a c t l y  a,s t h e  payment of  r e n t  by th e  

c u l t i v a t o r  t o  t h e  l a n d l o r d .  The r e s i d u e  t o  t h e  

m a n u f a c tu r e r  i s  p r o f i t *  a g r e e i n g  i n  n a t u r e  w i t h  t h e  

o r d i n a r y  p r o f i t s  of  t h e  s to c k  of  a f a r m e r .  In  t h e  

c a s e  of m a n u fa c tu r in g ,  i n t e r e s t  and  p r o f i t s  a r e  t h e  

r e t u r n  on two forms o f  c a p i t a l ;  i n  a g r i c u l t u r e ,  t h e  

r e n t  of t h e  l a n d l o r d  and  th e  r e v e n u e  o f  t h e  fa rm er  

compose th e  o r d in a r y  p r o f i t s  of  two c a p i t a l s  employed 

i n  c u l t i v a t i o n .

Ham il ton  d id  n o t  a c c e p t  t h e  d o c t r i n e  t h a t  r e n t  i s  

due t o  th e  b o u n t i e s  o f  n a t u r e ,  t h e  n a t u r a l  outcome of

1
Hamilton, “Report on Manufactures"1, The Weekly R e g i s t e r .

V, 155,
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some s p e c i a l  f e a t u r e  p o s s e s s e d  toy "the e a r t h .  He had no 

c o n c e p t i o n  of  t h e  im p o r ta n c e  o f  l o c a t i o n  i n  d e t e r m in in g  

t h e  r e n t  of  land* He r e c o g n i z e d  t h a t  l a n d  c o n t a i n s  

d i f f e r e n t  d e g r e e s  of  f e r t i l i t y ,  t o u t . s t a t e d  t h a t  t h e r e  

a r e  d i f f e r e n t  d e g re e s  o f  p r o d u c t i v e n e s s  i n  m a n u fa c tu r in g  

a s  well*  B u s i n e s s  men a r e  of d i f f e r e n t  c a p a c i t i e s .  Land, 

la toor  and c a p i t a l  were n e c e s s a r y  t o  H am i l to n ,  w he the r  

p r o d u c t i o n  toe i n  a g r i c u l t u r e  o r  m a n u f a c t u r i n g .

A l th o u g h  H am il ton  r e a d i l y  g r a n t e d  a s u p e r i o r  

p r o d u c t i v e n e s s  t o  a g r i c u l t u r a l  la toor ,  he was u n c e r t a i n  

w h e th e r  t h e  r e n t  of  l a n d  or t h e  p r o f i t s  o f  m a n u fa c tu r e ,  

i n  a compound r a t i o n  of  c a p i t a l  and .latoor, was th e  

g r e a t e r *  The q u e s t i o n  was s t i l l  ©pen t o  d e b a t e .  K ssays  

on t h e  s u b j e c t  were t o o  im p e r f e c t  t o  make p o s s i b l e  a 

d e f i n i t e  c o n c l u s i o n .  They deemed i t  p o s s i b l e  t h a t  

c e r t a i n  b r a n c h e s  of  m a n u fa c tu r e s  exceeded c e r t a i n  t y p e s  

of  a g r i c u l t u r e  i n  p r o f i t s ,  p r o v id e d  t h e r e  was an e q u a l  

investment? o f  latoor and c a p i t a l *  C o n c lu s io n s  on such  a 

c o n t r o v e r s y  showed t h a t  t h e  su p e r i o r  p r o d u c t i v e n e s s  o f  

a g r i c u l t u r e  ough t  n o t  t o  r e n d e r  t h e  encouragem ent  o f  

m a n u fa c tu r e s  u n p r o f i t a b l e .

H am il ton  a d v o c a te d  t h a t  t h e  n a t i o n  a c q u i r e  t e r r i t o r y

in  t h e  w e s t .  ” In  t h e  wide f i e l d  o f  w e s t e r n  t e r r i t o r y , * *

he w ro te ,  "we p e r c e i v e  an ample t h e a t e r  f o r  h o s t i l e

p r e t e n s i o n s ,  w i th o u t  any umpire  o r  judge t o  i n t e r p o s e
1

b e tw e en  c o n t e n d in g  p a r t i e s . ”

1
Hamilton, The F e d e r a l i s t ,  Number 7*
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I n  1794 he w ro te  to  J a y  t h a t  " t h e  p o s s e s s i o n  o f  t h o s e  p a r t s  

hy u s  has  a n  i n t i m a t e  c o n n e c t i o n  w i t h  t h e  p r e s e r v a t i o n  o f  

t h e  u n io n  b e tw een  ou r  w e s t e r n  and A t l a n t i c  t e r r i t o r i e s ;  

and  whoever can  a p p r e c i a t e  th e  immense m i s c h i e f s  o f  a 

d i s u n i o n  w i l l  f e e l  t h e  p r o d i g i o u s  v a l u e  o f  t h e  a c q u i s i t i o n . 5 

He b e l i e v e d  t h a t  c o n t r o l  over  t h e  M i s s i s s i p p i  would b e  

o f  g r e a t  w o r th  t o  t h e  c o u n t ry ,  d e s i r e d  S p a in  t o  cede 

t h e  L o u i s i a n a  t e r r i t o r y  t o  th e  n a t i o n ,  and thought t h a t , 

i f  p o s s i b l e ,  F l o r i d a  s h o u ld  be a c q u i r e d .

His o b j e c t  i n  o b t a i n i n g  w e s t e r n  l a n d s  was n o t  f o r  

mere ow n ersh ip ;  he p ro p o sed  to  u s e  them f o r  n a t i o n a l  

p u r p o s e s .  He d e s i r e d  t h e  c e n t r a l  government t o  c o n t r o l  

t h e  l a n d s .  N a t i o n a l  ow nersh ip  of  l a n d s  would a c c o m p l i s h  

t h r e e  d e s i r e d  r e s u l t s ;  t h e  Union would b e  p r o t e c t e d  

f rom  f o r e i g n  i n f l u e n c e s  and d a n g e r s ,  t h e  s a l e  ox t h e s e  

l a n d s  would h e l p  l i q u i d a t e  th e  n a t i o n a l  d e b t ,  and t h e  

l a n d s  cou ld  be  r e s e r v e d  i n  o r d e r  t o  p r e v e n t  t h e  s h i f t i n g  

of  p o p u l a t i o n  from t h e  s e t t l e d  t e r r i t o r i e s .

H a m i l to n ’ s p o l i c y  would r e s e r v e  th e  f r e e  l a n d s  f o r  

t h e  f u t u r e  u s e  of  t h e  n a t i o n .  T h i s ,  he r e a s o n e d ,  would 

en c o u rag e  t h e  p e o p le  o f  h i s  t im e  t o  d e v e lo p  t h e  r e s o u r c e s  

of  t h e i r  s e t t l e d  p r o p e r t i e s .  I t  would r e l i e v e  t h e  a t t r a c 

t i o n  of  a b u n d a n t  l a n d s ,  th e r e b y  i n c r e a s i n g  t h e  r e l a t i v e  

_

H am il ton ,  Works, V, 127, Jtreaeral E d i t i o n .
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a t t r a c t i o n  t o  m a n u fa c tu r e s .  I n  o r d e r  t o  check  t h e  n a t u r a l  

f lo w  of p o p u l a t i o n  t o  t h e  cheap w e s t e rn  l a n d s ,  he advo

c a t e d  t e a c h i n g  t h e  p e o p l e  o f  t h e  o l d  s t a t e s  improved 

methods of  a g r i c u l t u r e ;  t h e  l a y i n g  of i n d i r e c t . a n d  

e x c i s e  t a x e s  r a t h e r  t h a n  d i r e c t  t a x e s  on l a n d ,  a s su m p t io n  

o f  s t a t e  d e b t s  and g o v e rn m e n ta l  o r  l a r g e  p r i v a t e  owner

s h i p  or t r a c t s  t o  be h e l d  i n  r e s e r v e  u n t i l  needed by 

t h e  e x i g e n c i e s  of  t h e  n a t i o n .

A g r i c u l t u r e  i s  c e r t a i n l y  i n  a ve ry  im p e r f e c t  
s t a t e .  I n  much o f  t h o s e  p a r t s  where t h e r e  have 
been e a r l y  s e t t l e m e n t s ,  t h e  s o i l ,  impoverished 
by an u n s k i l l f u l  t i l l a g e ,  y i e l d s  b u t  a s c a n ty  
rew ard  f o r  t h e  l a b o r  bes tow nd  upon i t ,  and 
l e a v e s  i t s  p o s s e s s o r s  u n d e r  s t r o n g  t e m p t a t i o n  
t o  abandon i t  and e m ig ra te  t o  d i s t a n t  r e g io n s  
more f e r t i l e ,  b e c a u s e  th e y  a r e  newer and have 
n o t  y e t  b ee n  e x h a u s t e d  by an u n s k i l l f u l  u s e .
This  i s  ev e ry  way an e v i l .  The undue d i s l o c a 
t i o n  o f  our  p o p u l a t i o n  from t h i s  c a u s e ' promotes  
n e i t h e r  t h e  s t r e n g t h ,  o p u le n c e ,  n o r  h a p p in e s s  o f  
our c o u n t r y .  I t  s t r o n g l y  admonishes o u r  n a t i o n a l  
c o u n c i l s  t o  a p p ly ,  as  f a r  a s  may b e  p r a c t i c a l  by 
n a t u r a l  and s a l u t a r y  menas, an a d e q u a te  remedy. 
N o th ing  a p p e a r s  t o  be  more u n e x c e p t i o n a b l e  and 
l i k e l y  t o  be more e f f i c a c i o u s ,  th a n  t h e  i n s t i t u t i o n  
of a B oa rd  of A g r i c u l t u r e .  3-

H am ilton  f e a r e d  t h a t  a d i r e c t  t a x  on l a n d  would 

i n c i t e  r a p i d  s e t t l e m e n t  of new l a n d s .  “P a r t i c u l a r  c a u t i o n ,  

he con tended ,  "ought  a t  p r e s e n t  t o  be o b s e rv e d  in  t h i s  

c o u n t ry  n o t  t o  bu rden  t h e  s o i l  i t s e l f  and I t s  p r o d u c t i o n s  

w i t h  heavy i m p o s i t i o n s ,  b e c a u s e  t h e  q u a n t i t y  of un im proved

1
H am il ton ,  Works. V I I I ,  215-216 ,  F e d e r a l  E d i t i o n .
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l a n d  w i l l  i n v i t e  t h e  husbandman t o  abandon o ld  s e t t l e 

m en ts  f o r  new, and th e  d i s p r o p o r t i o n  or ou r  p o p u l a t i o n  

f o r  some t im e  t o  come w i l l  n e c e s s a r i l y  make l a b o r  d e a r ,

t o  r e d u c e  w hich ,  and n o t  t o  i n c r e a s e  i t ,  ought  t o  be
2

a c a p i t a l  o b j e c t  of ou r  p o l i c y * a

I f  t h e  n a t i o n a l  government d i d  n o t  assume th e  s t a t e  

d e b t s ,  new l a n d s  would b e  r a p i d l y  s e t t l e d  and  o ld  l a n d s  

d e s e r t e d .  He a rgued  t h a t  some s t a t e s  had h e a v i e r  d e b t s  

t h a n  o t h e r s ;  t h e r e f o r e ,  i n  o r d e r  t o  pay t h e s e  d e b t s ,  

t h e s e  s t a t e s  would be  r e q u i r e d  t o  le v y  t a s e s  on t h e i r  

c i t i z e n s .  The r e s u l t  would b e  a te n d en cy  t o  m ig r a t e  t o  

t h e  l i g h t l y  t a x e d  s t a t e s  or  t o  t h e  u n s e t t l e d  p a r t s  o f  

t h e  c o u n t ry .  Such a movement of  p o p u l a t i o n  would gen

e r a l l y  r e t a r d  t h e  p r o g r e s s  o f  t h e  s e t t l e d  p a r t s  of  t h e  

c o u n t r y ,  im p a r in g  f o r  a  l e n g t h  of t im e ,  t h e  v i g o r  o f  

t h e  n a t i o n  by s c a t t e r i n g  to o  w id e ly  and s p a r s e l y  t h e  

e l e m e n ts  o f  r e s o u r c e s  and s t r e n g t h .

Ham il ton  recommended t h a t  p u b l i c  l a n d  b e  s o ld  f o r  

t h i r t y  c e n t s  an a c r e ,  t o  be p a i d  e i t h e r  i n  g o ld ,  s i l v e r  

o r  p u b l i c  c r e d i t .  P u r c h a s e s  of  l a n d ,  he h e l d ,  m ight  be  

c o n t e m p la te d  from t h r e e  c l a s s e s ;  monied i n d i v i d u a l s  

ana companies who w i l l  buy t o  s e l l  a g a in ,  p e r s o n s  o r  

a s s o c i a t i o n s  who i n t e n d  t o  s e t t l e ,  p e r s o n s  r e s i d e n t  i n  

t h e  w e s t e r n  t e r r i t o r y  who might  w ish  to  e m ig r a t e  t o  new 

s e t t l e m e n t s .  The f i r s t  two c l a s s e s  would w ish  l a r g e

1
Hamilton, Works, V II I ,  279.
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a r e a s ,  th e  l a s t ,  s m a l l  f a rm s .  The p u b l i c  p o l i c y  s h o u ld ,  

t h e r e f o r e ,  o b t a i n  a l l  t h e  a d v a n ta g e s  from t h e  f i r s t  two 

c l a s s e s  w i t h  due r e g a r d  t o  th e  l a s t  g ro u p .  Land s h o u ld  

b e  s e t  a s i d e  t o  s a t i s f y  s u b s c r i b e r s  t o  t h e  p u b l i c  debt ' ;  

no I n d ia n  l a n d  sh o u ld  b e  s o ld ;  and no c r e d i t  sh o u ld  be  

g r a n t e d  f o r  any q u a n t i t i e s  l e s s  t h a n  a tow nship*

By a l a n d  p o l i c y  H am il ton  hoped t o  r e s e r v e  l a r g e  

t r a c t s  o f  l a n d  on which  e m ig ra n t s  cou ld  n o t  s e t t l e .  T h is  

would en co u ra g e  th e  deve lopm ent  o f  t h o s e  l a n d s  a l r e a d y  

u n d e r  c u l t i v a t i o n ,  a  p l a n  f a v o r a b l e  t o  t h e  i n c r e a s e  of  

m a n u fa c tu r e s  and a  d i v e r s i f i e d  i n d u s t r y *  The p o l i c y  was 

an im p o r ta n t  p a r t  of  h i s  p l a n  f o r  r e f u n d i n g  t h e  p u b l i c  

d e b t ,  f o r  c e r t a i n  a r e a s  were t o  b e  s e t  a s i d e  f o r  t h e  

s a t i s f a c t i o n  01 p u b l i c  c r e d i t o r s .  He h e l d  t h a t  i t  ,4was 

m a n i f e s t l y  an e r r o r  t o  c o n s i d e r  t h e  p r o s p e r i t y  of a g r i c 

u l t u r e  as  i n  p r o p o r t i o n  t o  t h e  q u a n t i t y  of l a n d  o c c u p ie d  

o r  even t o  t h e  number o f  p e r s o n s  who occupy I t ,  o r  b o t h .  

I t  i s  r a t h e r  t o  be, c o n s i d e r e d  as  i n  a  compound r a t i o  t o

th e  q u a n t i t y  o f  la n d  o c c u p ie d  and th e  d e g r e e  of improve- 
1

m e n t ."

I t  i s  e v i d e n t  t h a t  H am il ton  o b se rv e d  t h a t  f r e e  

l a n d s  were n o t  co n d u c iv e  t o  t h e  deve lopm ent  o r  manu

f a c t u r e s .  With  such  a  s i t u a t i o n ,  t h e  t e n d e n c y  would be  

t o  u s e  th e  c h e a p e s t  f a c t o r ,  l a n d .  His p o l i c y  f o r  d i 

v e r s i f i c a t i o n  l e d  him t o  a d v o c a te  t h e  r e s t r i c t i o n  of 

w e s t e r n  l a n d s ,  t h e r e b y  e n c o u ra g in g  t h e  developm ent  or  

t h o s e  l a n d s  a l r e a d y  u n d e r  c u l t i v a t i o n .  H is  measure of

1 Hamilton, “Report oh Manufactures14, The Weekly Regi s t e r , V, 191.



www.manaraa.com

a g r i c u l t u r a l  p r o s p e r i t y  views c o n d i t io n s -  from th e  s t a n d 

p o i n t  of h i s  g o a l  of  d i v e r s i f i c a t i o n  r a t h e r  th a n  f rom t h a t  

o f  i n d i v i d u a l  w e l f a r e .  His a rgum ent  i s  s t r o n g  on h i s  

own a s s u m p t io n s .

Labor

H am il ton  h e l d  t h a t  t h e r e  i s  s c a r c e l y  a n y t h in g  of  

g r e a t e r  moment i n  t h e  economy of a n a t i o n  th a n  th e  p r o p e r  

d i v i s i o n  o f  l a b o r .  The s e p a r a t i o n  of  o c c u p a t i o n s  c a u s e s  

ea ch  t o  be c a r r i e d  on t o  a much g r e a t e r  p e r f e c t i o n  t h a n  

i t  co u ld  p o s s i b l y  a c q u i r e  o t h e r w i s e .

In  h i s  R e p o r t  on M a n u f a c t u r e s . < he e n u m era te s  t h e  

a d v a n ta g e s  of  t h e  d i v i s i o n  of l a b o r ,  p l a i n l y  t h o s e  o f  

Adam Sm ith .  I t  i s  e v i d e n t ,  he r e a s o n e d ,  t h a t  g r e a t e r  

s k i l l  and d e x t e r i t y  a r e  o b t a in e d  i n  p r o p o r t i o n  to  t h e  

s e p a r a t i o n  and s i m p l i f i c a t i o n  o f  l a b o r  a p p l i e d  i n  p r o 

d u c t i o n .  The s t e a d i n e s s  of  a t t e n t i o n  d e v o te d  t o  ea ch  

must  b e  i n  l e s s  p r o p o r t i o n  t o  t h e  c o m p l i c a t io n  of t h e  

o b j e c t s .  T h e re  Is g r e a t  economy in  t im e  due t o  l e s s  

f r e q u e n t  t r a n s i t i o n  b e tw een  o p e r a t i o n s  o f  a d i f f e r e n t  

n a t u r e .  A man o cc u p ied  on a s i n g l e  o b j e c t  w i l l  have i t  

more i n  h i s  power and i n c l i n a t i o n  t o  e x e r t  h i s  im ag in 

a t i o n  in  d e v i s i n g  methods t o  f a c i l i t a t e  l a b o r ,  t h a n  

i f  he  were p e r p l e x e d  w i t h  a number o f  in d e p e n d e n t  and 

d i s s i m i l a r  o p e r a t i o n s .  I n d u s t r y  w i l l  become more 

a d a p t a b l e  t o  t h e  g e n e r a l  u s e  01 m ach ine ry  and o t h e r  * 

im p ro v em en ts .

The mere s e p a r a t i o n  o f  t h e  o c c u p a t i o n  o f  c u l t i v a t o r
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f rom  t h a t  o f  t h e  a r t i f i c e r  has  t h e  e f f e c t  of  augm enting  
t h e  p r o d u c t i v e  powers o f  l a b o r ,  and w i th  them t h e  t o t a l

p ro d u c e  or  r e v e n u e  of s o c i e t y .  I f  an i n d i v i d u a l  was 

b o t h  fa rm e r  and a r t i f i c e r ,  he would be u n d e r  t h e  n e c 

e s s i t y  of d e v o t i n g  p a r t  of h i s  l a b o r  t o  t h e  f a b r i c a t i o n  

o f  c l o t h i n g  and o t h e r  a r t i c l e s ,  and  of  c o u r s e ,  b e  

f o r c e d  t o  d e v o t e  l e s s  l a b o r  t o  a g r i c u l t u r e .  He would,  

t h e r e f o r e ,  p ro d u c e  p r o p o r t i o n a b l y  l e s s  p r o d u c t  from 

h i s  fa rm .  The whole q u a n t i t y  of  p r o d u c t i o n ,  i n  such  

a s t a t e  of  t h i n g s ,  would n o t  exceed  th e  amount ' p ro d u ced  

in  p r o v i s i o n s  and raw m a t e r i a l s  o n ly ,  a s m a l l e r  t o t a l  

p r o d u c t  th a n  would be fo r th c o m in g  u n d e r  c o n d i t i o n s  of

m a n u fa c tu re  a s  d i s t i n c t  from a g r i c u l t u r e .

The p ro d u ce  of t h e  l a b o r  o f  m a n u fa c tu r e s  was d i v i s 

i b l e  i n t o  t h r e e  p a r t s ;  t h a t  w i th  which an i n d i v i d u a l  

p u rch as e d  p r o v i s i o n s  f o r  h i s  s u b s i s t e n c e  and m a t e r i a l s  

f o r  h i s  work, t h a t  w i th  which he s u p p l i e d  h im s e l f  w i t h  

m a n u fa c tu r e d  n e c e s s i t i e s ,  and t h a t  which was a p r o f i t  on

s t o c k  employed in  in n d u s t r y * .

H am il ton  s u g g e s t e d  many e x p e d i e n t s  w h ich  would 

r e l i e v e  t h e  s c a r c i t y  of  l a b o r .  He a d v o c a te d  t h e  employment 

o f  women and c h i l d r e n  a s  an a d d i t i o n  t o  t h e  supp ly  o r  

u s e f u l  l a b o r .  He p o i n t e d  t o  th e  s u b s t i t u t i o n  of  m ach in e ry ,  

t h e  i n c r e a s e d  u s e  of s team power, c o n te n d in g  t h a t  such  

o p e r a t i o n s  l e s s e n e d  t h e  n e c e s s i t y  f o r  manual l a b o r .  He 

encouraged  m easu res  t o  a t t r a c t  e m ig ra n t s  f rom  f o r e i g n  

c o u n t r i e s ,  h o l d i n g  t h a t  t h e  t o t a l  p r o d u c t i v e  power of  t h e
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would "be i n c r e a s e d  w i t h  t h e i r  a d d i t i o n ,  and  t h a t  such  

m easu res  would d e c r e a s e  t h e  r e l a t i v e  a t t r a c t i o n  of 

a g r i c u l t u r e  o v e r  m a n u f a c tu r e s .  The t o t a l  su p p ly  o f  

l a b o r  cou ld  a l s o  be  i n c r e a s e d  by t h e  a d d i t i o n  of a c l s , s s  

o f  a b s e n te e  and l e i s u r e  la n d o w n e rs .

H am il ton  p o in t e d  t o  th e  ch e a p n e ss  o f  m i l l  s i t e s  i n  

t h e  U n i t e d  S t a t e s ,  t o  t h e  g r e a t  amount of  w a te r  power, 

and  t o  o t h e r  c o n d i t i o n s  ¥/hich i n v i t e d  t h e  u s e  o f  m ach ine  

pow er .  He a d v o c a te d  t h a t  t h e  n a t i o n  u s e  a l l  a v a i l a b l e  

means t o  o b t a i n  m achines  from E u ro p e ,  c o n t e n d in g  t h a t  

t h e  p ro p e r  d i v i s i o n  o f  l a b o r ,  t h e  d e x t e r i t y  and t h e  

i n t e l l i g e n c e  o f  t h e  p e o p l e  was f a v o r a b l e  t o  t h e  d e v e lo p 

ment of new methods and new d e v i c e s  w i t h i n  t h e  c o u n t r y .

He r e a s o n e d  t h a t  t h e  i n t r o d u c t i o n  or m ach ine ry  would 

d e c r e a s e  t h e  n e c e s s a r y  l a b o r  f o r  c e r t a i n  m a n u f a c tu r in g

p r o c e s s e s ,  t h e r e b y  i n c r e a s i n g  t h e  t o t a l  s u p p ly  of  l a b o r
1

f d r  a l l  e n t e r p r i s e s .

He r e c o g n i z e d  t h a t  d e a r  l a b o r  i n  t h e  U n i t e d  b t a t e s  

was a  d i s a d v a n t a g e  t o  d o m e s t ic  m a n u f a c tu r e s ,  b u t  co n ten d ed  

t h a t  such a c o n d i t i o n  was n o t ,  a t  t h a t  t im e ,  p r e s e n t  

in  a s  g r e a t  a deg ree  a s  was commonly supposed .  To o f f s e t  

t h i s  d i s a d v a n t a g e ,  he recommended t a r i f f s  and b o u n t i e s  i n  

p r o p o r t i o n  t o  t h e  d i f f e r e n c e  i n  t h e  p r i c e  o f  l a b o r  w i t h

_

H am il ton ,  ’’R e p o r t  on M a n u f a c tu r e s “ , The Weekly R e g i s t e r .
V, 162.
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f o r e i g n  c o u n t r i e s .  His r e a s o n i n g ,  However was ca sed  on 

a wrong c o n c e p t i o n  of t h e  f a c t o r s  which d e t e rm in e  p r i c e  

of  l a b o r .  T here  i s  however,  a s u g g e s t i o n  t h a t  he d e s i r e d  

t o  le v y  t a r i f f s  i n  p r o p o r t i o n  t o  t h e  d i f f e r e n c e s  i n  c o s t s  

o f  p r o d u c t i o n .  He em phas ized  m easu res  w hich  would t e n d  

t o  make l a b o r  l e s s  d e a r  r e l a t i v e  t o  th e  o t h e r  f a c t o r s .

I t  i s  d o u b t f u l  t h a t  H am il ton  r e g a r d e d  l a b o r  a s  t h e  

t r u e  sou rce  o f  a l l  w e a l t h ,  as  d i d  b m i th .  He was g r e a t l y  

concerned  w i t h  t h e  l a c k  of  c a p i t a l  w i t h i n  t h e  o o u n t ry .

H is  p o l i c i e s  a d v o c a te d  means by which  t h e  prob lem  c o u ld  

be  g r e a t l y  d im i n i s h e d .  An i n c r e a s e  of  r e a l  c a p i t a l ,  he 

b e l i e v e d ,  was n e c e s s a r y  in  o r d e r  t o  i n c r e a s e  t h e  q u a n t i t y  

of  u s e f u l  lA bor  in  p r o d u c t i v e  p u r p o s e s .  His la n d  p o l i c y  

was p r i m a r i l y  d i r e c t e d  t o  check t h e  f low  of  p o p u la t  ioi\^bo 

cheap  w e s t e r n  l a n d s .  He r e a s o n e d  t h a t  t h e  r e s o u r c e s  of  

t h e  n a t i o n  and  t h e  i n t e l l i g e n c e  of  t h e  p e o p l e  o f f e r e d  

u n p r e c e d e n te d  o p p o r t u n i t i e s  f o r  t h e  deve lopm ent  of  t h e

p r o d u c t i v e  powers  and t h e  i n c r e a s e  of  m a t e r i a l  w e a l t h .
Money and B a n k in g  

Money, t o  H am il ton ,  was a fo rm  o f  a c t i v e  or 

c i r c u l a t i n g  c a p i t a l .  He c l e a r l y  d i s t i n g u i s h e d  i t  r rom 

r e a l  c a p i t a l .  He was f a m i l i a r  w i t h  th e  f u n c t i o n  o r  

money as a medium of exchange ,  h o l d i n g  t h a t  i t  was a 

medium f o r  c i r c u l a t i n g  t h e  " i n d u s t r y  and p r o p e r t y  o f  t h e  

n a t i o n . ” He f e l t  , however,  t h a t  I t  was d i r f i c u l t  t o  ' 

d i s c e r n  how much money was n e c e s s a r y  f o r  t h e  i n d u s t r y  

and commerce o f  t h e  n a t i o n .  His r e a s o n i n g  s u g g e s t s  t h a t

1
Hamilton, "Report on Manufactures", The Weekly R e g i s t e r .

V, 162.
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he had a vague u n d e r s t a n d i n g  of t h e  q u a n t i t y  th e o ry  o f  

money#
I t  i s  im p o s s ib le  t o  say what p r o p o r t i o n  of  c o i n  

i s . n e c e s s a r y  t o  c a r r y  on t h e  a l i e n a t i o n s  which any 
s p e c i e s  o f  p r o p e r t y  u s u a l l y  undergoes#  But i t  may 
s t i l l ,  w i th o u t  h e s i t a t i o n ,  h e  p ron o u n ced ,  from 
th e  q u ic k n e s s  o f  r o t a t i o n ,  o r  t a t h e r  t h e  t r a n s i t 
io n ,  t h a t  t h e  medium of  c i r c u l a t i o n  a lw ays  b e a r s  
b u t  a  s m a l l  p r o p o r t i o n  t o  t h e  amount o f  th e  p r o p e r t y  
c i r c u l a t e d .  And i t  i s  t h e n c e  s a t i s f a c t o r i l y  d e -  
d u c i b l e ,  t h a t  t h e  c o in  employed i n  the. n e g o t i a t i o n s  
of t h e  f u n d s ,  and which s e r v e s  t o  g iv e  them a c t i v i t y ,  
as  c a p i t a l ,  i s  in co m p arab ly  l e s s  t h a n  t h e  sum of  
th e  d e b t  n e g o t i a t e d  f o r  t h e  p u rp o se  o f  b u s i n e s s . 1

H am il ton  f e l t  t h a t  t h e  sum o f  ' th e  d e b t  i n  c i r c u l a t i o n

i s  c o n t i n u a l l y  a t  t h e  command of u s e f u l  e n t e r p r i s e .  The

c o i n  t h a t  c i r c u l a t e d  w i t h i n  t h e  c o u n t ry  i s  n e v e r  more

t h a n  m om en ta r i ly  suspended  from i t s  f u n c t i o n  as  a medium

of  exchange .  " I t  e x p e r i e n c e s  an i n c e s s a n t  and r a p i d  f l u x

and r e f l u x  t o  and from t h e  ch a n n e l  of i n d u s t r y  t o  t h o s e
2

o f  s p e c u l a t i o n s  in  f u n d s . u

Hamilton* s r e a s o n i n g  i s  b a s e d  on t h e  h i s t o r y  o f  

n a t i o n s .  He p o i n t s  to t h e  f a c t  t h a t  G re a t  B r i t a i n  has  

b ee n  u n a b le  t o  s o lv e  t h e  q u e s t i o n  of an e x a c t  amount f o r  

a  medium or exchange .  He s t a t e s  t h a t  t h e  e s t a b l i s h m e n t  

o f  a sound and s e t t l e d  c u r r e n c y  h a s ,  however,  g iven  

r e a n i m a te d  l i f e  t o  t h e  i n d u s t r y  o f  England# I n  t h e  U n i te d

1
H am il ton ,  "R ep o r t  on M anufactures**,  The Weekly R e g i s t e r .

V, 162.
2

I b i d ,  189.
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S t a t e s ,  he r e a s o n s ,  In  h i s  R e p o r t  on M a n u f a c tu r e s , t h e  

o p e r a t i o n  o f  p u b l i c  f u n d s  as  monied c a p i t a l  has e x te n d e d

t h e  n a t i o n s  commerce*

That H am il ton  d i d  n o t  t r y  t o  work out  o r  in v e n t  a 

t h e o r y  l e a d i n g  t o  some n o v e l  e x p e d ie n t  i s  a  s u b s t a n t i a l  

p r o o f  of  t h e  s o b r i e t y  o f  h i s  judgment* F o r  t h e  most 

p a r t ,  he a d a p te d  h i s  p u r p o s e  and methods t o  t h o s e  t e s t e d  

b e  e x p e r i e n c e ,  a c h a r a c t e r i s t i c  o f  h i s  R e p o r t  oh P u b l i c

C r e d i t *

"P ap e r  c r e d i t , "  he w ro te  t o  Duane,' " n e v e r  was lo n g

s u p p o r t e d  i n  any c o u n t ry ,  on a n a t i o n a l  s c a l e ,  w h e r e - i t

was n o t  fo u n d e d  on t h e  j o i n t  b a s i s  of p u b l i c  and p r i v a t e  
c r e d i t #  An a t t e m p t  t o  e s t a b l i s h  i t  on p u b l i c  c r e d i t

a l o n e ,  i n  F r a n c e ,  u n d e r  t h e  a u s p i c e s  of Mr* Law, n e a r l y  

r u i n e d  t h e  kingdom* We have s e e n  t h e  a f f e c t s  of i t  i n  

Am erica ;  and eve ry  s u c c e s s i v e  ex p e r im en t  p ro v e s  t h e  

f u t i l i t y  of  o u r  a t t e m p t .  Our new money i s  d e p r e c i a t i n g  

a lm o s t  as  f a s t  a s  t h e  o ld ,  t h o u g h  i t  h a s ,  i n  some s t a t e s  

a s  r e a l  f u n d s  a s  p a p e r  money e v e r  had .  The r e a s o n  i s ,  

t h a t  t h e  moneyed men have  n o t  an immediate i n t e r e s t  t o  

u p h o ld  I t s  c r e d i t #  They may even in  many ways f i n d  i t  

t h e i r  i n t e r e s t  t o  u nderm ine  i t #  The only  c e r t a i n  manner

I s  t o  engage t h e  moneyed i n t e r e s t  im m ed ia te ly  in  i t ,  by

m aking  them c o n t r i b u t e  t h e  whole o r  p a r t  of-- t h e  s t o c k
1

and g i v i n g  them t h e  whole  o r  p a r t  o f  th e  p r o f i t s # "

1
A therton ,  A Few o f  Ham ilton’ s L e t t e r s * 103-104 .
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In  h i s  R e p o r t  on t h e  N a t i o n a l  Bank, H am il ton  s t a t e d  

t h a t  t h e  U n i t e d  S t a t e s  government cou ld  a p p r o p r i a t e ,  by 

v a r i o u s  m e thods ,  some s i x  m i l l i o n  d o l l a r s  from t h e  a n n u a l  

r e v e n u e  o f  t h e  n a t i o n .  O p e r a t i o n s  of  t h e  government a t  

t h a t  t im e were e s t i m a t e d  t o  be  i n  need  o f  a p p r o x im a te ly  

t e n  m i l l i o n s .  F ou r  m i l l i o n s  was to o  l a r g e  a sum t o  

b o r ro w  from F r a n c e .  H am il ton  u r g e d  t h e  e s t a b l i s h m e n t  

o f  a b a n k .  He h e l d  t h a t  such  a b a n k  would have f o u r  
d i s t i n c t  a d v a n ta g e s ;  i t  would u n i t e  p u b l i c  a u t h o r i t y  
and f a i t h  w i t h  p r i v a t e  c r e d i t ,  i t  would be  an a u x i l i a r y  

t o  g o v e rn m e n ta l  o p e r a t i o n s ,  i t  would f a c i l i t a t e  t h e  

o p e r a t i o n s  of  t h e  medium of  exchange ,  and i t  would 

g i v e  t h e  government a g r e a t e r  b a r g a i n i n g  power i n  ob

t a i n i n g  f o r e i g n  loans*

The N a t i o n a l  Bank Act was p a s s e d  F e b r u a r y  2 5 ,  1791.

The bank had a c a p i t a l  of  t e n  m i l l i o n  d o l l a r s ,  d i v i d e d  i n t o  

s h a r e s  of  f o u r  hundred  each .  The government o f  t h e  U n i t e d  

S t a t e s  s u b s c r i b e d  two m i l l i o n  do l i a r s  f o r  which i t  gave  

bonds  t o  t h a t  amount.  O n e - f o u r th  o f  t h e  s u b s c r i p t i o n s  of  

i n d i v i d u a l s  was t o  b e  p a i d  i n  s p e c i e s ,  t h e  r e s t  i n  bonds  

o f  t h e  p u b l i c  c r e d i t ,  b u b s c r i p t i o n s  were p a y a b le  i n  f o u r  

s e m i - a n n u a l  i n s t a l m e n t s .  The n o t e s  of  t h e  bank  were 

r e c e i v a b l e  i n  a l l  paym ents  t o  t h e  U n i te d  S t a t e s ,  F i g h t  

b r a n c h e s  were  e s t a b l i s h e d  i n  t h e  p r i n c i p a l  c e n t e r s  o f  

t h e  c o u n t ry ,

H am il ton  was aware t h a t  a  n a t i o n a l  b a n k  cou ld  be  

u s e d  f o r  p r i v a t e  i n t e r e s t s .  The o r i g i n a l  d r a f t  drawn 

up by H am il ton  and adop tedby  t h e  b e n a t e  was f a s h i o n e d
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a f t e r  t h e  Bank of E n g la n d .  A t te m p t  was made t o  p r e v e n t  

a b u s e s  t h a t  would I n j u r e  p u b l i c  c r e d i t #

The s a i d  c o r p o r a t i o n  may s e l l  any p ^ r t  o f  t h e  
p u b l i c  d e b t  w hereo f  i t s  s t o c k  s h a l l  be  composed, 
b u t  s h a l l  n o t  b e  a t  l i b e r t y  t o  p u r c h a s e  any p u b l i c  
d eb t  w h a t s o e v e r ;  n o r  s h a l l  d i r e e t l y  cr i n d i r e c t l y  d e a l  
o r  t r a d e  i n  a n y t h i n g ,  ex c ep t  t h e  s a l e  o f  goods 
r e a l l y  and t r u l y  p le d g e d  f o r  money l e n t  and n o t  
redeemed i n  due t i m e ;  o r  o f  goods w hich  s h a l l  b e  
t h e  p ro d u ce  of  i t s  l a n d s .  N e i t h e r  s h a l l  t h e  
s a id  c o r p o r a t i o n  t a k e  more t h a n  t h e  r a t e  o f  s i x  
p e r  c e n t  p e r  annum, f o r  o r  upon i t s  l o a n s  o r  
d i s c o u n t s . !

I t  i s  c l e a r  t h a t  Hamilton u n d e r s t o o d  t h e  manner i n  

w h ich  banks  h y p o th e c a t e  f o r  s e c u r i t y  t h e  w e a l t h  o f  t h e  

community. **G-old and s i lve r ,**  he h e ld ,  *when th ey  a r e  

employed m e re ly  a s  i n s t r u m e n t s  of  exchange and a l i e n a 

t i o n ,  have n o t  been  im p ro p e r ly  denom ina ted  dead  s t o c k , ;  

b u t ,  when d e p o s i t e d  i n  b a n k s ,  t o  become t h e  b a s i s  of  

p a p e r  c i r c u l a t i o n ,  which  t a k e s  t h e i r  c h a r a c t e r  and p l a c e ,  

a s  t h e  s i g n s  o r  r e p r e s e n t a t i v e s  o f  v a l u e ,  t h e y  th e n

a c q u i r e  l i f e ,  o r ,  i n  o t h e r  words ,  an a c t i v e  and p ro d u c -
2

t i v e  q u a l i t y . ’* He e x p l a i n s  t h i s  by s a y in g  t h a t  money 

i n  a merchant 's  c h e s t  i s  i d l e ,  b u t  in  a b a n k ,  i t  yie lds 

a p r o f i t .

H a m i l to n 1s. n a t i o n a l  bank was p r i m a r i l y  an a g e n t  of  

t h e  governm ent .  He u n d o u b te d ly  d e s i r e d ,  however,  t h a t

1
D unbar , Economic E s s a y s , 92.

2
I b i d .  93.
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t h e  money of  t h e  c o u n t ry  become a v a i l a b l e  f o r  i n v e s t 

ment p u r p o s e s .  One of t h e  r e a s o n s  t h a t  c o l o n i a l  

c u r r e n c y  d e p r e c i a t e d ,  he b e l i e v e d ,  was t h e  l a c k  of i n 

t e r e s t  on t h e  p a r t  o f  t h e  moneyed men. The i n d u s t r y  

o f  t h e  n a t i o n  co u ld  o n ly  i n c r e a s e  w i th  an i n c r e a s e  i n  

c a p i t a l .  I n c r e a s e d  c a p i t a l  came from t h e  s a v in g s  o f  t h e  

p a r s im o n io u s .  I n c r e a s e d  s a v in g s  came from i n c r e a s e d  

p r o d u c t i o n .  They moneyed p eo p le  o f  th e  c o u n t ry  s h o u ld

b e  i n t e r e s t e d ,  t h e r e f o r e ,  in  t h e  i n d u s t r y  of  t h e  c o u n t r y .
*

A l th o u g h  t h e  n a t i o n a l  b an k  was n o t  an i n v e s tm e n t  i n s t i 

t u t i o n ,  i t  r e p r e s e n t e d  a s t e p  i n  t h a t  d i r e c t i o n .  I t  

was a u n io n  be tw een  t h e  p u b l i e  f a i t h  a i d  c r e d i t  and

t h a t  of p r i v a t e  i n d i v i d u a l s .  I t  was t h e  f o u n d a t i o n  f o r

f a i t h  and s e c u r i t y  i n  i n d u s t r i e s  o f  t h e  n a t i o n .

The bank  c l e a r l y  r e f l e c t s  H am il ton*s  d e s i r e s  t o  

i n c r e a s e  t h e  t r a d e  o f  t h e  c o u n t r y .  The bank  cou ld  prom ote  

t h e  i n t e r e s t s  of  .American s h i p p e r s  by d e a l i n g  in  b i l l s  

o f  exchange .  I n  t h i s  manner i t  en co u ra g ed  z h e  d e v e lo p 

ment of  n a t u r a l  r e s o u r c e s ,  t h e  a c t i v i t y  o f  commerce and 

t h e  e n t r e p r i s e  o f  c i t i z e n s .

There  was an i n t i m a t e  r e l a t i o n s h i p  be tw een  t h e

government and t h e  b a n k ,  buch an i n s t i t u t i o n  was 

t h e  f i s c a l  a g e n t  f o r  t h e  governm ent;  i t  would a s s i s t  

t h e  c o u n t ry  i n  n a t i o n a k  em erg en c ie s  by c o n c e n t r a t i n g  

t h e  n a t i o n a l  c r e d i t .  I t  was t h e  c o n n e c t i n g  l i n k  b e tw e en  

n a t i o n a l  and p r i v a t e  c r e d i t ;  i t  e s t a b l i s h e d  a c e n t r a l  

i n t e r e s t  f o r  s t a t e  and n a t i o n a l  f i n a n c i a l  i s s u e s .



www.manaraa.com

56.

P u b l i c  F in a n c e

P r e m is in g  t h a t  t h e  s e c r e t a r y  assumed a s  p r o b a b le

t h a t  t h e  i n t e r e s t  of  money in  t h e  U n i t e d  S t a t e s  would,

i n  f i v e  y e a r s ,  f a l l  t o  f i v e  p e r  c e n t ,  and i n  tw en ty  t o

f o u r ,  H am il ton  p ro p o sed  t o  fund  t h e  h e t e ro g e n e o u s  mass

o f  s e c u r i t i e s  and c l a im s  which made up t h e  d o m e s t ic

d e b t  as  f o l l o w s :

That  f o r  eve ry  hund red  d o l l a r s  s u b s c r i b e d ,  p a y a b l e  
i n  t h e  d e b t  ( a s  w e l l  i n t e r e s t  a s . p r i n c i p a l ) , t h e  
s u b s c r i b e r  s h a l l  be  e n t i t l e d  a t  h i s  o p t i o n  e i t h e r
1. To have t w o - t h i r d s  fu n d e d  a t  ah a n n u i t y  o r
y e a r l y  i n t e r e s t  o f  s i x  p e r  c e n t ,  r ed ee m ab le  a t  t h e
p l e a s u r e  o f  t h e  government by payment o f  p r i n 
c i p a l ,  and t o  r e c e i v e  t h e  o t h e r  t h i r d  i n  l a n d s
of  t h e  vie s t e r n  t e r r i t o r y ,  a t  t h e  r a t e  of  tw en ty  
c e n t s  p e r  a c r e ;  o r ,
2 .  To have t h e  whole sum fu n d ed  a t  an a n n u i ty  o r
y e a r l y  i n t e r e s t  o f  f o u r  p e r  c e n t ,  i r r e d e e m a b l e  by
any payment e x c e e d in g  f i v e  d o l l a r s  p e r  annum, on 
ac co u n t  b o t h  or  p r i n c i p a l  and i n t e r e s t ,  and t o  
r e c e i v e ,  as  a co m pensa t ion  f o r  t h e  r e d u c t i o n
of i n t e r e s t ,  f i f t e e n  d o l l a r s  and e i g h t y  c e n t s ,  
pa.yabie i n  l a n d s ,  as  i n  t h e  p r e c e d i n g  c a s e ;  o r ,
3 .  To have s i x t y - s i x  d o l l a r s  and t w o - t h i r d s  o f  a 
d o l l a r  funded  im m ed ia te ly  a t  an a n n u i t y  o r  y e a r l y  
I n t e r e s t  o f  s i x  p e r  c e n t ,  i r r e d e e m a b l e  by any 
payment e x c e e d in g  f o u r  d o l l a r s  and t w o - t h i r d s  of  
a d o l l a r  p e r  annum, on a c c o u n t  b o t h  o f  p r i n c i p a l  
and i n t e r e s t ,  and t o  have ,  at, t h e  end of  t e n  
y e a r s ,  tw en ty  s i x  d o l l a r s  and e i g h t y - e i g h t  c e n t s  
funded a t  th e  l i k e  i n t e r e s t  and r a t e  of  r e d e m p t io n ;  o r ,  
4-. To have an a n n u i t y ,  f o r  t h e  r e m a in d e r  of  l i f e ,  
upon t h e  c o n t in g e n c y  of l i v i n g  t o  a g iv e n  ag e ,  n o t  
l e s s  d i s t a n t  t h a n  t e n  y e a r s ,  com p u t i n g  i n t e r e s t
a t  f o u r  p e r  c e n t ;  o r ,
5.  To have an a n n u i ty  f o r  t h e  r e m a in d e r  o r  l i f e ,  
upon t h e  c o n t in g e n c y  of t h e  s u r v i v o r s h i p  of  t h e  
younger  of  two p e r s o n s ,  com puting  i n t e r e s t  in  t h i s  
ca se  a t  f o u r  p e r  c e n t .

In  a d d i t i o n  t o  t h e  f o r e g o i n g  lo a n ,  p a y a b le  w h o l ly  
i n  t h e  d e b t ,  t h e  S e c r e t a r y  would p ro p o s e  t h a t  one 
would be opened f o r  t e n  m i l l i o n  d o l l a r s  on t h e  
f o l l o w i n g  p l a n ;
6 .  T ha t  f o r  e v e ry  hundred  d o l l a r s  s u b s c r i b e d ,  
p a y a b le  one h a l f  i n  s p e c i e  and th e  o t h e r  h a l f  i n  
d eb t  ( a s  w e l l  p r i n c i p a l  as  i n t e r e s t ) ,  t h e  sub
s c r i b e r  be  e n t i t l e d  t o  an a n n u i t y  o r  y e a r l y  i n 
t e r e s t  of  f i v e  p e r  c e n t ,  i r r e d e e m a b l e  by any. p a y 
ment e x c e e d in g  s i x  d o l l a r s  p e r  annum, on a c c o u n t

  o £  bot:h p r i n c i p a l  and  i n t e r e s t .  1
1Dunbar,  “borne P r e c e d e n t s  Fo l lw oed  by A le x a n d e r  Ham il ton?  

Q u a r t e r l y  J o u r n a l  o f  .Economics. I l l ,  36 .
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I t  i s  w e l l  t o  remember t h a t  a t  th e  t im e  H am il ton  

p r e s e n t e d  t h e s e  recom m enda t ions ,  p u b l i c  c r e d i t  was 

s t i l l  t o  be c r e a t e d  and t h e  money m arke t  was u n t r i e d *

I t  was t h e r e f o r e  th e  c a u t i o n  o f  g r e a t  r e s p o n s i b i l i t y  

t h a t  l e d  him t o  p ro p o se  a v a r i e t y  o f  m e a s u r e s .  C ongress  

u l t i m a t e l y  a d o p t e d  t h e  t h i r d  p r o p o s i t i o n  o f  h i s  scheme, 

e x t e n d in g  u n i fo rm  p r iv i l e g e s  o f  exchange t o  a l l  c r e d i t o r s .  

The number o r  c l a s s e s  o f  new s e c u r i t i e s  c r e a t e d  was r e d u c 

ed &nd t h e i r  form p roved  s a t i s f a c t o r y  t o  i n v e s t o r s *

The R e p o r t  on P u b l i c  C r e d i t  showed t h e  d e b t  t o  

F r a n c e ,  S p a in  and H o l la n d  t o  be i n  a r r e a r s  o f  i n t e r e s t  

t o  t h e  amount o f  $11, 7 1 0 ,3 7 6 .  Unpaid  c l a im s  on t h e  

d o m e s t ic  d e b t  amounted w i th  i n t e r e s t  a t  s i x  p e r  c e n t  

t o  $4-0,414,085. I t  was e s t i m a t e d  t h a t  an a d d i t i o n a l  

$ 2 5 ,0 0 0 ,0 0 0  would be p r e s e n t e d  f o r  payment,  t o t a l l i n g  

some $ 7 9 ,1 2 4 ,4 6 4 .  The p l a n  proposed t h a t  t h e  n a t i o n a l  

government t a k e  over  t h e  d e b t s  w hich  t h e  s t a t e s  had 

i n c u r r e d  d u r i n g  t h e  R e v o l u t i o n .

The p l a n  f o r  f u n d i n g  t h e  d e b t  c o n t a i n s  t h r e e  

fu n d a m e n ta l  p u r p o s e s ;  t h e  e s t a b l i s h m e n t  o f  n a t i o n a l  

c r e d i t  a t  home and i n  E urope ,  t h e  p r o v i s i o n  f o r  a f i n a n c i a l  

m ach ine ry  t o  meet t h e  n e e d s  of  t h e  governm ent ,  and t o  

cement more c l o s e l y  t h e  u n io n  o f  s t a t e s .  A n a t i o n a l  

b a n k  cou ld  b e  founded  upon n a t i o n a l  c r e d i t ;  exchange 

would be  f a c i l i t a t e d ;  b u s i n e s s  would be q u ic k en ed ;  t h e  

i n d u s t r i o u s  and a m b i t io u s  would b e  en c o u ra g ed ;  a f o u n d a 

t i o n  would be  l a i d  on which  t h e  p r o d u c t i v e  powers of  t h e  

n a t i o n  co u ld  b e  Hpuilt. Commerce, a g r i c u l t u r e  and manu

f a c t u r e s  would be s t i m u l a t e d .
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I t  i s  n o t  s u r p r i s i n g  t o  f i n d  t h a t  s e v e r a l  or  t h e

f e a t u r e s  o r  t h e  p l a n  h e a r  a  r e s e m b la n c e  t o  E n g l i s h  methods 
1

of  t h e  t im e .  F ra n c e  had  d e c l a r e d  h e r  b a n k r u p tc y ;  b p a i n  
had n o t  b een  p a r t i c u l a r l y  s u c c e s s f u l  in  f i n a n c i a l  m e thods .  

R u s s i a  and A u s t r i a  were s t r u g g l i n g  w i th  i n c o n v e r t i b l e  

p a p e r  and f i n a n c i a l  d i s t r e s s .  Germany and I t a l y  were b u t  

g ro u p s  of s m a l l  s t a t e s .  H o l land  and E n g lan d  were,  p e r h a p s ,  

t h e  most s u c c e s s f u l  n a t i o n s  of t h e  w o r ld .  I t  i s  a l s o

t r u e  t h a t  c o n d i t i o n s  i n  t h e  U n i t e d  s t a t e s  were more 

a d a p t a b l e  t o  t h e  p o l i c i e s  of  t h e s e  c o u n t r i e s .  Of t h e

tw o ,  t h o s e  o f  H o l land  were in  most r e s p e c t s  l e s s  l i k e l y  

t o  be  a p p l i c a b l e  t o  t h e  c o n d i t i o n s  in  t h e  U n i t e d  s t a t e s .  

U n le s s  t h e  f i n a n c i a l  o r g a n i z e r  w ished  t o  d i s r e g a r d  t h e  

l e s s o n s  of e x p e r i e n c e ,  he must o f  n e c e s s i t y  draw h i s  

l e s s o n s  c h i e f l y  from E n g l i s h  p r a c t i c e .

The u s e  o f  v a r i e t y  in  t h e  f i r s t  t h r e e  p r o p o s i t i o n s  

i s  c h a r a c t e r i s t i c a l l y  E n g l i s h .  The f i r s t  was a s e c u r i t y  

of  p e r p e t u a l  l i f e  i n  t h e  sense  o f  t h e  E n g l i s h  funded  

d e b t ,  t h a t  i s ,  no f i x e d  m a t u r i t y ,  b u t  r ed ee m ab le  when t h e  

government f i n d s  r e d e m p t io n  c o n v e n i e n t .  The E n g l i s h  

l e g i s l a t i o n  had  a l r e a d y  c r e a t e d  t h r e e  p e r  c e n t  c o n s o l s ,  

r ed eem ab le  a t  p a r  upon a y e a r 1s n o t i c e .  I n s t e a d  of 

s e c u r i n g  t h e  c r e d i t o r  a g a i n s t  payment a t  t h e  co n v e n ie n c e  

of t h e  governm ent ,  H am i l to n  f i x e d  a l i m i t  t o  t h e  r a t e  or 

r e d e m p t io n ,  g u a r a n t e e i n g  him a g a i n s t  payment excep t  

by sm a l l  i n s t a l m e n t s .  The o f f e r  was p r i m a r i l y  made t o  

make th e  s e c u r i t i e s  a t t r a c t i v e  t o  t h e  c r e d i t o r ,  a v o i d i n g

T
Dunbar,  C. F . ,  Theory and H i s t o r y  or B a n k i n g  Chap. I .
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t h e  d i s a d v a n t a g e s  of sudden  r e d e m p t io n .  The fu n d in g  

a c t  of  1790 a s  a d o p ted  by Con g r e s s  o f f e r e d  t h e  c r e d i t o r  

f o r  h i s  p r i n c i p a l ,  t w o - t h i r d s  in  s i x  p e r  c e n t s  b e a r i n g  

i n t e r e s t ,  and o n e - t h i r d  i n  s i x e s  n o t  b e a r i n g  i n t e r e s t  u n t i l  

1801, n e i t h e r  s e r i e s  b e i n g  r ed eem ab le  e x c e p t  by payments  

l im  i t e d  t o  e i g h t  p e r - c e n t  f o r  p r i n c i p a l  and i n t e r e s t  

i n  any one y e a r ;  and f o r  th e  c r e d i t o r ’ s i n t e r e s t ,  t h r e e  

p e r  c e n t s  r ed ee m ab le  a t  p l e a s u r e .

Of t h e  s e c u r i t i e s  r ed ee m ab le  a t  a  l i m i t e d  r a t e ,  
d e s c r i b e d  i n  t h e  second and t h i r d  p r o p o s i t i o n s ,  h i s  

f o u r  p e r  c e n t s ^ h a d  t h e  l o n g e s t  l i f e ;  and t h e s e ,  i f  

redeem ed  by a  s e r i e s  of an n u a l  payments  o r  f i v e  p e r  

c e n t  f o r  p r i n c i p a l  and  i n t e r e s t ,  would 3a s t  f o r  f o r t y -  

one y e a r s  f rom th e  b e g i n n i n g  of t h e  s e r i e s ,  i n t e r e s t  

a t  f o u r  p e r  c e n t  f o r  t h e  whole p e r io d #
The f o u r t h  and f i f t h  methods a r e  p l a i n l y  b a s e d  upon 

t h e  l i f e  a n n u i t y  sy s tem  which t h e  E n g l i s h  government had 

u s e d  s i n c e  t h e  t im e of  W il l iam  I I I .  The D u tch  had u se d  

s i m i l a r  methods s t i l l  e a r l i e r #  I t  i s  p r o b a b l e  t h a t  

H am i l to n  o f f e r e d  t h e s e  schemes f o r  c o n s i d e r a t i o n  r a t h e r  

t h a n  w i th  a n  e x p e c t a t i o n  of t h e i r  a d o p t i o n .  He was, 

a s  y e t  u n f a m i l i a r  w i t h  t h e  o p e r a t i o n s  of  a  money m a rk e t  

i n  t h e  U n i t e d  S t a t e s *  P u b l i c  c r e d i t  was i n  t h e  making .

The n a t i o n  was em erging from a c o l o n i a l  and f r o n t i e r  

l i f e ;  economic and f i n a n c i a l  s t r e n g t h  was s t i l l  t o  b e

1
D a v is ,  Dewey, F i n a n c i a l  H i s t o r y  of t h e  U n i t e d  S t a t e s ,  

C h a p te r s  I - I I I .
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o b t a i n e d • An a n n u i ty  p l a n  would b u rd en  t h e  government 

w i t h  an n u a l  paym ents ;  i t s  c a p a c i t y  t o  h e a r  su ch  a b u r d e n

was s t i l l  t o  be de te rm ined*

T h e  s i x t h  p l a n  o f f e r e d  b y  H a m i l t o n  i s  b a s e d  o n

t h e  E n g l i s h  t o n t i n e  o f  1789, p r e s e n t e d  by P i t t  a  few

m onths  b e f o r e  t h e  R e p o r t  on P u b l i c  C r e d i t , .The a n n u i t i e s  

p ro p o s e d  i n  t h e  p l a n  were somewhat h ig h e r  t h a n  t h o s e  i n

t h e  E n g l i s h  scheme. T h i s  i s  p r o b a b ly  due t o  t h e  f a i l u r e

of  t h e  E n g l i s h  p la n  t o  be  f u l l y  s u b s c r i b e d .

In  1781 H am il ton  had d e c l a r e d  i n  a  l e t t e r  t o  M o r r i s  

t h a t  i t  was h i s  b e l i e f  t h a t  i f  t h e  U n i te d  s t a t e s  s u c c e e d 

ed i n  t h e  w ar ,  t h e  p o p u l a t i o n  would d o u b le  i n  t h i r t y

y e a r s .  Under such  f a v o r a b l e  c o n d i t i o n s ,  t h e  co u n t ry
1

would be  ou t  o f  deb t  i n  tw en ty  y e a r s .  I n  h i s  R e p o r t  

on P u b l i c  C r e d i t , he co n ten d ed  t h a t  no c o u n t ry  would 

b e  a b l e  t o  borrow  from f o r e i g n e r s  on more f a v o r a b l e  

t e r m s  th a n  t h e  U n i te d  b t a t e s  b e c a u s e  no c o u n t ry  co u ld  

a f f o r d  as good s e c u r i t y .  The p l a n s  o f f e r e d  by H am il ton ,  

and e s p e c i a l l y  t h e  one ad o p ted  by  C ongress ,  may b e  s a i d  

t o  b e  founded  on t h e  b e l i e f  t h a t  su c h  schemes were w i t h i n  

t h e  r e s o u r c e s  o f  t h e  n a t i o n ;  t h a t  t h e  r e v i v a l  of i n d u s t r y  

c o u ld  only come w i th  a sound m e r c a n t i l e  c r e d i t ;  t h a t  

t h e r e  was a  b a s i s  f o r  m e r c a n t i l e  c r e d i t  i n  n a t i o n a l  

c r e d i t ;  t h a t  t h e r e  was a d i s t i n c t  ad v a n ta g e  t o  be g a in e d

I
Dunbar,  C . F . ,  “S-ome P r e c e d e n t s  F o l lo w ed  by A lexander  H am i l to n  ̂

Q u a r t e r l y  J o u r n a l  of  Economlds .  I l l ,  3 8 .
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by t h e  n a t i o n  when i n d i v i d u a l s  lo o k e d  upon t h e i r  

g o v e rn m e n ta l  c la im s  as  b e i n g  i n  t h e  m obile  rorm  of 

n e g o t i a b l e  s e c u r i t i e s  h a v in g  a r e c o g n i z e d  m a rk e t ;  and 

t h a t  a d i f f u s e d  d o m e s t ic  deb t  was m a n i f e s t l y  a  bond o f  

u n i o n .

H am il ton  h e l d ,  a s  P i t t ,  t h a t  " t h e  p r o p e r  f u n d i n g  of

t h e  p r e s e n t  d e b t  w i l l  r e n d e r  i t  a n a t i o n a l  b l e s s i n g ,  y e t

he s e c r e t a r y ,  i s  so f a r  f rom a c c e d i n g  t o  t h e  p o s i t i o n ,

i n  t h e  l a t i t u d e  i n  w h ich  i t  i s  some t im e s  l a i d  down, t h a t

p u b l i c  d e b t s  a r e  p u b l i c  b e n e f i t s ,  a  p o s i t i o n  i n v i t i n g

t o  p r o d i g a l i t y  and l i a b l e  t o  d a n g e ro u s  a b u s e ,  t h a t  he

a r d e n t l y  w is h e s  t o  see  i t  i n c o r p o r a t e d  a s  a  fu n d am e n ta l

maxim, i n  t h e  sys tem  o f  p u b l i c  c r e d i t  i n  t h e  U n i te d  S t a t e s ,

t h a t  th e  c r e a t i o n  o f  d e b t  sh o u ld  always b e  accompanied
1

by means of  e x t i n g u i s h m e n t . "  I n  h i s  R e p o r t  on M a n u f a c t u r e s ,

he p o i n t e d  t o  t h e  f a c t  t h a t  a p u b l i c  d e b t  may become 

burdensome t o  t h e  governm ent ,  t h e  o b j e c t  o f  s p e c u l a t i o n ,  

and  a so u rce  of  d a n g e r  t o  p u b l i c  s a f e t y .  He h e ld  t h a t  

governm en ts  s h o u ld  p e r p e t u a l l y  r e d u c e  t h e  p u b l i c  d e b t  a s  

f a s t . a s  was p r a c t i c a l  and c o n s i s t e n t  w i th  t h e  i n t e g r i t y  

and good f a i t h  of  t h e  n a t i o n .

The s i n k i n g  fund  p l a n  was c e r t a i n l y  a d o p te d  from 

E n g l i s h  l e g i s l a t i o n .  The main so u rc e  of em barrassm en t  

t o  t h e  new government was t h e  l a c k  of a s u f f i c i e n t  

knowledge of  t h e  r e s o u r c e s  of t h e  c o u n t r y .  H am il ton

1
Dunbar ,  C . F . ,  “borne P r e c e d e n t s  r o l l o w e d  by  A lex a n d e r

Hamilton” , q u a r te r ly  Journal  o f  Economics, I I I ,  b9.
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p ro p o s e d  th a t .  t h e  n e t  r e v e n u e  of tine p o s t  o*. 1 ice* t o  

an amount n o t  e x c e e d in g  $ 1 ,0 0 0 ,0 0 0 ,  be  u s e d  i n  th e  

p u r c h a s e  of  government s e c u r i t i e s ♦ C o n g res s ,  however,  

b e s i d e s  a g e n e r a l  a p p r o p r i a t i o n  o f  t h e  p r o c e e d s  of 

w e s t e r n  l a n d s  f o r  t h e  a m o r t i z a t i o n  o f  t h e  e x i s t i n g  

d e b t  of t h e  U n i t e d  s t a t e s ,  p r e f e r r e d  t o  u s e  f o r  t h i s  

p u rp o s e  t h e  s u r p l u s  r e v e n u e  w hich  might r e m a in  a t  t h e  

end of t h e  y e a r  1790, owing i t s  e x i s t e n c e  t o  t h e  

f u n d in g  of  i n t e r e s t  on t h e  d o m e s t ic  deb t  t o  d a t e .  The 

p r o j e c t  was n o t  p e r f e c t e d  by any p r o v i s i o n  f o r  th e  i n 

v e s tm en t  of t h e  i n t e r e s t ,  so t h a t  t h e  a c t  o f  1790 went 

no f a r t h e r  t h a n  th e  e s t a b l i s h m e n t  o f  a  mere p la n ,  w i t h  

no p r o v i s i o n  f o r  i t s  e x e c u t i o n .  I t  d id ,  however,  t e n d  

t o  keep  b e f o r e  t h e  l e g i s l a t u r e  t h e  n e c e s s i t y  ox h av in g  

a r ev en u e  above t h e  o r d i n a r y  e x p e n se s  of  o p e r a t i o n .

There was much c u r r e n t  d i s c u s s i o n  a t  t h e  t ime'" '  

c o n c e rn in g  t h e  a d v i s a b i l i t y  o f  assum ing  s t a t e  d e b t s  

by n a t i o n a l  governm ent .  H a m i l to n ' s  t h e o r y  c o n t a in s  

e l e m e n ts  of  economic s i g n i f i c a n c e .  I t  was p a r t  of  

h i s  program f o r  t h e  deve lopm ent  o f  m a n u fa c tu r e s  i n  a  

c o u n t ry  of cheap  lan d  and d e a r  l a b o r .  He h e ld  t h a t  

su c h  a p o l i c y  would e q u a l i z e  t h e  b u rd e n s  o f  t h e  v a r i o u s  

s t a t e s ,  c o n s e q u e n t ly  e q u a l i z i n g  t h e  c o n t r i b u t i o n s  o f  

i n d i v i d u a l s  t o  a g r e a t e r  d e g re e  t h a n  would o th e r w i s e  

be  p o s s i b l e .  I t  would l e s s e n  t h e  a t t r a c t i o n  of  cheap
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and  u n s e t t l e d  lands*  T h i s  would r e s u l t  i n  inducem en ts  

t o  d ev e lo p  a r e a s  a l r e a d y  u n d e r  c u l t i v a t i o n *  H am il ton  

a l s o  b e l i e v e d  t h a t  t h e  a s su m p t io n  of  s t a t e  d e b t s  would 

c o n t r i b u t e  t o  t h e  s t a b i l i t y  of  n a t i o n a l  f i n a n c e  by 

p r e v e n t i n g  c o m p .© t i t i o n  among t h e  s t a t e s  f o r  r e s o u r c e s .  

The Union would have a more com ple te  command over  t h e  

r e s o u r c e s  o f  t h e  n a t i o n  f o r  p r e s e n t  and f u t u r e  e x i g e n 

c i e s .  The c o n s o l i d a t i o n  of  t h e  p u b l i c  c r e d i t  would 

m a t e r i a l l y  s t r e n g t h e n  t h e  c e n t r a l  governm en t .  "A 

weak and e m b a r ra s s e d  g o v e rn m e n t , ” he o b s e r v e d , " n e v e r  

f a i l s  t o  u n p o p u la r*  I t  a t t a c h e s  i t s e l f  t h e  d i s r e s p e c t  

i n c i d e n t  t o  w eakness ,  and ,  u n a b l e  t o  p rom ote  t h e  p u b l i c  

h a p p i n e s s ,  i t s  im p o te n c ie s  a r e  i t s  crime* W ithou t  t h e  

a s s u m p t io n ,  t h e  government would be  f o r  a lo n g  t im e 

a t  l e a s t ,  u n d e r  a l l  t h e  e n ta n g le m e n t s  and i m b e c i l i t i e s
v

o f  a c o m p l ic a te d ,  c l a s h i n g  and d i s o r d e r e d  sy s tem  of 
1

f i n a n c e . ."

H am il ton  f a v o r e d  im por t  d u t i e s  and e x c i s e  t a x e s .

He f e l t  t h a t  d i r e c t  t a x e s  d i s c o u r a g e d  i n d u s t r y  and were 

l i a b l e  t o  a b u s e .  T h i s  b e l i e f  l e d  him t o  r e s p e c t  t h e  

d i r e c t  t a x  on l a n d .  He f e l t  t h a t  such a  t a x  would n o t  

be  f e a s i b l e  i n  a c o u n t r y  of  cheap ,  abundan t  l a n d s .  I n  

h i s  R e p o r t  on M a n u f a c tu r e s * he a rg u ed  t h a t  a  p o l l  o r  cap 

i t a t i o n  t a x  o p e r a t e d  u n e q u a l l y  on a f i x e d  r a t e ,  r e s u l t i n g

1 ‘ “
H am il ton ,  Works, IX, 31 .
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i n  a  d i r e c t  i n j u r y  t o  t h e  i n d u s t r i o u s  p o o r .  Such a  t a x  

was n o t  easy  t o  a d m i n i s t e r .  T axes  which proceed a c c o r d i n g  

t o  t h e  supposed  amount o f  c a p i t a l  o r  p r o f i t s  o f  a "business  

were h e ld  u n a v o i d a b le  and  h a rm fu l  t o  i n d u s t r y .  H am i l ton  

d i d  n o t  b e l i e v e  t h a t  i n d i v i d u a l s  would c o r r e c t l y  r e p o r t  

t h e i r  c a p i t a l  o r  p r o f i t s ,  f o r  he a l s o  h e l d  t h a t  men d i d  

n o t  w ish  t o  r e v e a l  t h e  r e a l  s t a t e  o f  t h e i r  a f f a i r s .  I t  

was n o t  w is e ,  he c o n t in u e d ,  t o  r e v e a l  m a t t e r s  of  p r i v a t e  

c o n c e rn  t o  r e v e n u e  o f f i c e r s .  The p r o s p e r i t y  o f  a b u s i n e s s ,  

he h e l d ,  i n  t h e  R e p o r t  on M a n u fa c tu re s  was n o t  as  e v i d e n t  

a s  m ight  b e  g e n e r a l l y  supposed ;  t h e r e f o r e  i t  was e x t r e m e ly  

d i f f i c u l t  t o  d i s c e r n  w h e th e r  a b u s i n e s s  was in  a  c a p a c i t y  

t o  c o n t r i b u t e  t o  th e  government o r  w he the r  i t s  deve lopm ent  

would n o t  be. s t r e n g t h e n e d  by government a i d .

There i s  l i r t l e  e v id e n c e  t h a t  H am il ton  u s e d  S m i t h ' s  

canons  of t a x a t i o n  as  h i s  m e asu re .  He .was more c o n c e rn e d  

w i t h  th e  e s t a b l i s h m e n t  and deve lopm ent  of  i n d u s t r i e s ;  

t h e r e f o r e  any p l a n  which  seemed t o  r e s t r a i n  or  d i s c o u r a g e  

m a n u fa c tu r e s  o r  a g r i c u l t u r e  was ha rm fu l  r a t h e r  t h a n  b e n e 

f i c i a l .  Government r e v e n u e  were t o  be  o b t a i n e d  from such  

e x c i s e s  a s  th e* w h isk ey  t a x ,  t h e  c a r r i a g e  t a x ,  t h e  s a l e  

o f  w e s te rn  l a n d s ,  t h e  o p e r a t i o n  o r  th e  p o s t  o f f i c e ,  and 

im p o r t  d u t i e s .

Ham il ton  p a r t i c u l a r l y  f a v o r e d  t h e  u s e  o f  b o u n t i e s .

He r e a s o n e d  t h a t  a  b o u n ty  s e rv e s  a more p o s i t i v e  and
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d i r e c t  means o f  encouragem en t ;  a  boun ty  u s u a l l y  a v o id s  

in c o n v e n ie n c e  o f  a te m p o ra ry  i n c r e a s e  in  t h e  p r i c e  o f  t h e  

a r t i c l e  t o  b e  en c o u ra g ed ,  as  sometimes r e s u l t s  from t h e  

d e c r e a s e d  s u p p ly  accompanying a p r o h i b i t i v e  b a r i f f ;  

b o u n t i e s  do n o t ,  as  i s  t h e  ca se  of  p r o t e c t i v e  d u t i e s ,  

t e n d  t o  p ro d u ce  s c a r c i t y  i n  t h e  s t o c k  o f  com m odit ies  

u n t i l  'such t im e  as  t h e  do m e s t ic  i n d u s t r y  i s  e s t a b l i s h e d ;  

and  b o u n t i e s  a r e  t h e  b e s t  means o f  p ro m o t in g  t h e  p r o 

d u c t i o n  o f  t h e  raw m a t e r i a l s  f o r  m a n u f a c t u r e s .

I t  was h i s  f i rm  b e l i e f  t h a t  b o u n t i e s  had  a more 

immedia te  and s t i m u l a t i n g  e f f e c t  upon  new e n t e r p r i s e s  

b y ,  i n  some c a s e s ,  i n c r e a s i n g  t h e  p r o f i t  and d e c r e a s i n g  

th e  r i s k  o f  Ice s in  f i r s t  a t t e m p ts *  ( The fu n d  f o r  t h e  

payment of  b o u n t i e s  was t o  be d e r i v e d  from many d i f f e r e n t  

s o u r c e s  and would have ,  t h e r e f o r e ,  b u t  l i t t l e  t e n d e n c y  

t o  r a i s e  t h e  p r i c e  o f  a r t i c l e s  i n  g e n e r a l . )  Hamilton  

r e a s o n e d  t h a t  a one p e r  c e n t  on a f o r e i g n  a r t i c l e  

would have t h e  e f f e c t  o f  a du ty  o f  tw o  p e r  c e n t  exclus

i v e  o f  t h e  b o u n ty .  Th t  i s ,  a f o r e i g n  a r t i c l e  v a l u e d  a t  

# 1 .0 0  in  t h e  m arke t  would s e l l  f o r  # 1 .0 1  s u b j e c t  t o  a du ty  

o f  one p e r c e n t ;  t h e  d o m e s t i c  a r t i c l e  would s e l l  f o r  

# 1 .0 1  in  t h e  same m a rk e t ,  b u t  i f  t h e  d o m e s t ic  p r o d u c e r  

r e c e i v e d  t h e  one p e r  c e n t  du ty  i n  t h e  form cf a  b o u n ty ,  

i t  would be  s i m i l a r  t o  o b t a i n i n g  # 1 .0 2  a s  t h e  p r i c e  o f  

t h e  a r t i c l e ,  c&r th e  amount f o r  which  t h e  a r t i c l e  would
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s e l l  i n  t h e  m arke t  s u b j e c t  t o  a d u ty  o f  two p e r  c e n t  

e x c l u s i v e  o f  t h e  b o u n ty .  A l th o u g h  t h i s  r e a s o n i n g  does  

n o t  c o n s i d e r  t h e  r e l a t i v e  r e l a t i o n s h i p  o f  t h e  demand t o  

t h e  p r i c e  of  t h e  art ic i te ,  i t  i n d i c a t e s  t h a t  H am il ton  was 

f a m i l i a r  w i t h  t h e  t e n d e n c y  t o  s h i f t  t h e  b u rd e n  of t h e  

t a r i f f  on t o  t h e  consumer in  t h e  form of h i g h e r  p r i c e s .

He a l s o  b e l i e v e d  t h a t  b o u n t i e s ,  i n  some i n s t a n c e s ,  t e n d e d  

t o  i n c r e a s e  p r o d u c t i o n  t o  a  c e r t a i n  p o i n t ,  t h e  i n c r e a s e d  

q u a n t i t y  r e s u l t i n g  in  a  d e c r e a s e d  p r i c e  o f  t h e  a r t i c l e .  

H a m i l t o n ' s  r e a s o n i n g  i s  p ro b a b ly  founded  on c o n d i t i o n s  

of  c o l o n i a l  a g r i c u l t u r e .  The g r e a t  d i s a d v a n t a g e  t o  t h e  

deve lopm ent  o f  American i n d u s t r i e s  was t h e  l a c k  o f  a  

m a r k e t .  T h e re  were few towns o f  any  s i z e  on t h e  c o n t i n e n t  

and  European t r a d e  was p r a c t i c a l l y  c lo s e d  t o  Americans* 

F a rm e rs  were f o r c e d ,  t o  a l a r g e  d e g r e e ,  t o  become s e l f -  

s u f f i c i e n t .  • The i n t r o d u c t i o n  o f  improved methods ,  a s  in  

t h e  case  of  weaving,  p r a c t i c a l l y  am oun ted  t o  an I n d u s t r i a l  

R e v o lu t i o n .  The g row th  of  ws e a - i s l a n d ” c o t t o n  and th e  

new, r a p i d  and cheap methods o f  m a n u fa c tu re  r ed u ce d  p r i c e s  

o f  t h i s  a r t i c l e  and i n c r e a s e d  t h e  demand. European m a rk e ts  

were thrown open to  t r a d e  i n  t h e  p r o d u c t .  P r o d u c t i o n  

was g r e a t l y  s t i m u l a t e d  and s p r e a d  r a p i d l y  among t h e  

s o u t h e r n  f a r m e r s .  I t  was su c h  c o n d i t i o n s  which  H am i l to n  

w ish ed  to  i n t r o d u c e  i n  o t h e r  i n d u s t r i e s .  I f  p r o d u c t i o n  

was s t i m u l a t e d  by n a t u r a l  o r  a r t i f i c i a l  means,  m a rk e t s  

would be  opened t o  t r a d e  and p r o d u c t i o n  i n c r e a s e d .  More
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d e s i r a b l e  t h a n  f o r e i g n  m a rk e t s ,  however,  was th e  home 

m a rk e t ,  a  more d ep en d en t  and staTSe demand f o r  th e  

p r o d u c t s .  The home m a rk e t  was e s s e n t i a l  t o  n a t i o n a l  

u n i t y *  I n  o r d e r  t o  f o s t e r  th e  home m a rk e t ,  he w ished  

t o  d i v i d e  t h e  i n t e r e s t s  o f  m a n u f a c tu r in g  and a g r i c u l t u r e  . 

B e c a u se  a g r i c u l t u r e  was t h e  p r i n c i p a l  i n d u s t r y ,  manu

f a c t u r i n g  must  he  d e v e lo p e d .  I t  was, t o  H am il ton ,  t h e  

d u ty  of t h e  government t o  f o s t e r  t h i s  deve lopm en t .

H is  argument f o r  t h e  i n c r e a s e  o f  m a n u fa c tu r e s  by t h e  

inducement o f  b o u n t i e s ,  however, l a c k e d  a r e c o g n i t i o n  

o f  t h e  p r i n c i p l e  o f  d e c r e a s i n g  r e t u r n s .  A l though  a g r e a t 

e r  p ro d u c t  m igh t  "be f o r th c o m in g ,  u n d e r  c o l o n i a l  c o n d i t i o n s ,  

i t  i s  more t h a n  l i a b l e  t o  be fo r th c o m in g  a t  I n c r e a s e d  

c o s t s .  Cheap l a n d s  were a g r e a t  ad v a n ta g e  t o  a g r i c u l t u r e ,  

b u t  t h e  b o u n ty  f o s t e r s  and s t i m u l a t e s  p r o d u c t i o n  b e c a u s e  

of  i t s  a d v a n ta g e s  t o  c e r t a i n  l o w - c o s t  p r o d u c e r s  in  

c e r t a i n  m a r k e t s .  B o u n t i e s  in  c e r t a i n  t y p e s  of  in d u s 

t r i e s ,  however,  have a tendency ,  t o  add new m a rg in a l  

h i g h - c o s t  p r o d u c e r s .  Any d e c r e a s e  in  t h e  p r i c e  of  t h e  

a r t i c l e  due t o  i n c r e a s e d  q u a n t i t y  would e l i m i n a t e  some 

o f  t h e s e  new p r o d u c e r s .  H a m i l to n ’ s r e a s o n i n g  t h a t  

b o u n t i e s  m ig h t  i n c r e a s e  p r o d u c t i o n  and d e c r e a s e  p r i c e s  

would on ly  h o ld  t r u e  in  t h o s e  i n s t a n c e s  where i n c r e a s i n g  

r e t u r n s  were . e n c o u n t e r e d .

The p r o p e r  u s e  o f  "bounties ,  however,  a c c o r d i n g  t o  

H am i l to n ,  was l i m i t e d .  The c o n t in u a n c e  o f  b o u n t i e s  on 

lo n g  e s t a b l i s h e d  man u f a c t u r e a  was q u e s t i o n a b l e  as  a p o l i c y .
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b 8.
\

A l t h o u g h . in  t h e  e s t a b l i s h m e n t -  o f  new in  d u s t r i e s  b o u n t i e s ,  

he h e l d ,  a r e  o f t e n  n e c e s s a r y ,  t h e  c o n t in u a n c e  o f  su ch  

a p l a n  i s  open t o  d i s p u t e  b e c a u s e  i t  would c r e a t e  a 

p r e s u m p t io n  t h a t  t h e r e  were n a t u r a l  and i n h e r e n t  im

p e d im e n ts  t o  t h e  s u c c e s s  o f  th e  i n d u s t r y .  In  t h i s  p o l i c y ,  

H am i l to n  c o n t r i b u t e s  t h e  i n f a n t  i n d u s t r y  argument t o  

Am erican  economic p r i n c i p l e s .  I f ,  i n  t h e  l o n g  ru n ,  t h e  

i n d u s t r y  d id  n o t  p rove  i t s  a b i l i t y  to  compete in  t r a d e ,  

a i d  i n  th e  n a t i o n a l  d e f e n s e ,  o r  p r o v id e  n e c e s s a r y  m a t e r i a l s  

f o r  o t h e r  i n d u s t r i e s  c o n t r i b u t i n g  t o  th e  e s s e n t i a l s  o f  

n a t i o n a l  s u s t e n a n c e ,  i t  i s  d o u b t f u l  w h e th e r  H am il ton  

would  c o n t in u e  t o  a d v o c a t e  government a s s i s t a n c e .

as o f t e n  as  a d u ty  upon a f o r e i g n  a r t i c l e  makes 
an a d d i t i o n  to  i ts -  p r i c e ,  i t  c a u se s  an e x t r a  ex p en se  
t o  t h e  community, f o r  t h e  b e n e f i t  o f  t h e  d o m e s i tc  
m a n u f a c t u r e r .  A b o u n ty  does  no more. But i t  i s  in  
t h e  i n t e r e s t  of  t h e  s o c i e t y ,  i n  each  c a s e ,  t o  subm it  
t o  t e m p o ra ry  e x p e n se ,  which i s  more t h a n  com pensa ted ,  
by an i n c r e a s e  o f  i n d u s t r y  and w e a l th  -  by an  augmen
t a t i o n  o f  r e s o u r c e s  and independence  - and by t h e  
c i r c u m s ta n c e s  of  e v e n t u a l  ch e a p n e s s ,  w hich  has  been  
n o t i c e d  i n  a n o t h e r  p l a c e . 1

H am il ton  h e ld  t h a t  p r o t e c t i v e  d u t i e s  were e s s e n t i a l  

i n  t h e  n a t u r e  of  b o u n t i e s  f o r  t h e y  e n a b le d  d o m e s t ic  

m a n u f a c t u r e r s  t o  u n d e r s e l l  t h e i r  f o r e i g n  c o m p e t i t o r s  i n  

t h e  p r o t e c t e d  m ark e t .  He r e a s o n e d ,  however,  t h a t  t h e i r  

p r i n c i p a l  a d v a n ta g e  was i n  th e  r ev en u e  o b t a i n e d  t h e r e f r o m .  

I t  i s  n o t  t o  be  im p l i e d  t h a t  he m e a n t  p r o t e c t i v e  d u t i e s

1
Hamilton, T*Report on Manufactures", The Y/eekly R e g i s t e r ,

v,  195.
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i n  t h e  s e n se  t h a t  d o m e s t i c  p r o d u c e r s  were p r o t e c t e d  from 

f o r e i g n  c o m p e t i t i o n  "by d u t i e s  p r a c t i c a l l y  p r o h i b i t i n g  

i m p o r t a t i o n .  Such d u t i e s  were te rm ed  p r o h i b i t i v e  

d u t i e s  and were t o  be  u s e d  on ly  when a m a n u fa c tu re  had 

made such p r o g r e s s  o r  was i n  many hands so -as t o  i n s u r e  

c o m p e t i t i o n  and an a d e q u a te  s u p p l y .

His d e s i r e  t o  d e v e lo p  m a n u fa c tu r e s  l e d  him t o  advo

c a t e  o t h e r  m ethods  o f  encouragem ent  t o  i n d u s t r y .  P r e 

miums, he o b s e rv e d ,  had bee n  u s e d  w i t h  a d v a n ta g e  i n  Eng land  

and S c o t l a n d .  They en co u ra g ed  t h e  u se  o f  e x t r a o r d i n a r y  

s k i l l ,  t h e  v o l u n t a r y  and a s s o c i a t e d  deve lopm ent  of  a g r i 

c u l t u r e ,  a r t s ,  m a n u fa c tu r e s  and commerce. The exem ption  

of t h e  m a t e r i a l s  of  m a n u fa c tu r e  f rom  duty  was p a r t i c u l a r l y  

b e n e f i c i a l  t o  new i n d u s t r i e s .  The u s e  of  drawbacks was 

a  s o u rc e  o f  r ev en u e  and encouragem ent t o  c e r t a i n  manu

f a c t u r e r s  .

H am il ton*s  home-market a rgum ent  f o r  t h e  e s t a b l i s h 

ment o f  m a n u fa c tu r e s  may be d i v i d e d  i n t o  t h r e e  p a r t s ;  t h a t  

i t  f u r n i s h e d  a  s t e a d y  and n e a r  m arke t  f o r  raw m a t e r i a l s  

and fo o d  s t u f f s ,  t h a t  i t  would encou rage  b o t h  i n t e n s i v e  

an d ,  when r e g u l a t e d  by h i s  l a n d  p o l i c y ,  e x t e n s i v e  a g r i 

c u l t u r e ,  and t h a t  i t  would cement more d o s e l y  t h e  u n io n  

of s t a t e s .  I t  must b e  remembered t h a t  H am i l to n  viewed 

mankind as  a means f o r  t h e  deve lopm ent  o f  n a t i o n a l  

in d e p en d e n c e ,  power and permanency.  The w e l f a r e  of  

t h e  n a t i o n  was n o t  t h e  same t h i n g  as  th e  w e l f a r e  of
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t h e  i n d i v i d u a l s  w h i c h  c o m p o s e d  t h e  n a t i o n *  O p u l e n c e

m u s t  b e  s a c r i f i c e d  f o r  t h e  s a k e  o f  d e f e n s e .

T h e  h o m e - m a r k e t  a r g u m e n t  c o n t a i n s  s o m e  e l e m e n t s  

o f  a  m i s u n d e r s t a n d i n g  o f  t h e  n a t u r e  o l  d e m a n d .  H a m i l t o n  

b e l i e v e d  t h a t  h i s  “ t r a d e  a t  home** p o l i c y  w o u l d ,  i n  s o m e  

i n s t a n c e s ,  c r e a t e  n e w  i n d u s t r i e s .  He h a d ,  h o w e v e r ,  a  

k n o w l e d g e  t h a t  i t  w o u l d  b e  a t  t h e  e x p e n s e  o f  t h e  c i t i z e n s  

o f  t h e  n a t i o n .  H i s  p l a n  w a s  i n  t h e  f o r m  o f  a  p r o t e s t  

a g  i n s t  t h e  e c o n o m i c  a n d  p o l i t i c a l  d o m i n a n c e  o f  s t r o n g e r  

n a t i o n s ,  a n d  a g a i n s t  t h e  o p p r e s s i o n  o f  A m e r i c a n  t r a d e .

H is  e a r l y  w r i t i n g s  show a d i s t i n c t  t r a c e  o f  m e r c a n t i l s m , -  

a s  n o t e  t h e  f o l l o w i n g  from S u m n e r s

In  r e g a r d  t o  t h e  d o c t r i n e s  abou t  t r a d e  which 
Ham il ton  had in  mind, we may n o te  th e  f o l l o w i n g  
e v id e n c e .  I n  1782, he w ro te :  f I t  became a c a n t  
p h ra s e  smong t h e  o p p o s e r s  of  t h e s e  a t t e m p p t s  ( t o  r e g 
u l a t e  p r i c e s  d u r i n g  th e  R e v o lu t i o n )  t h a t  t r a d e  must 
r e g u l a t e  i t s e l f .  To p r e s e r v e  t h e  b a l a n c e  o f  t r a d e  
i n  f a v o r  o f  a n a t i o n  ought t o . b e  a l e a d i n g  aim of  
i t s  p o l i c y .  The a v a r i c e  of  i n d i v i d u a l s  may f r e 
q u e n t ly  f i n d  i t s  ac c o u n t  i n  p u r s u in g  ch a n n e l s  
o f  t r a f f i c  p r e j u d i c i a l  t o  t h e  b a l a n c e ,  t o  which 
th e  government may b e  a b l e  t o  impose e f f e c t u a l  
i m p e d i m e n t . . . . 1 He r e f e r s  t o  Humef s B a la n c e  of  
T rade  and . a f f i r m s  t h a t  Hume d id  n o t  h o ld  government 
i n t e r f e r e n c e  t o  be  u s e l e s s  o r  h u r t f u l .  'The n a t u r e  
o f  a governm ent ,  i t s  s p i r i t ,  maxims, and laws w i t h  
r e s p e c t  t o  t r a d e ,  a r e  among t h o s e  c o n s t a n t  m ora l  
c a u se s  w h ich  i n f l u e n c e  i t s  g e n e r a l  r e s u l t s ,  and when 
i t  has  by a c c i d e n t  t o  i t s  n a t u r a l  c o u r s e .  T h i s  i s  
every?/here  a d m i t t e d  by a l l  w r i t e r s  upon  th e  s u b j e c t ,  
n o r  i s  t h e r e  one who has a s s e r t e d  th e  c o n t r a r y  
d o c t r i n e . . . . f f$he  p r i n c i p a l  t h i n g  t o  be c o n s u l t e d  
f o r  t h e  advancement o f  commerce i s  t o  p romote  ex
p o r t s ,  A l l  im pedim ents  t o  t h e s e ,  e i t h e r  by way 
of  p r o h i b i t i n g  o r  by i n c r e a s i n g  th e  p r i c e s  o f  
n a t i v e  com m odit ie s ,  d e c r e a s i n g  by what means t h e i r  
s a l e  and consum ption  a t  f o r e i g n  m a r k e t s ,  a r e  i n j u r i o u s  
D u t i e s  on e x p o r t s  have t h i s  o p e r a t i o n . 1 I n  1784, 
Mentor i n  h i s  r e p l y  t o  P h o c in * ( H a m i l to n ) , l a i d  down

^he b a l a n c e  o f  t r a d e  cannot  rem a in  
a d v e r s e ;  t h a t  o v e r  some s h o r t  p e r io d  of t im e  t h e r e
must b e  an e q u a l i t y .  In h i s  answer,  H am il ton  n o t i c e d
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t h i s  d o c t r i n e  o n ly  by the f o l l o w i n g ;  ’a s  M e n to r ’ s 
com m ercia l  r e v e r i e s ,  I  s h a l l  d e c l i n e  b e s to w in g  - 
many rem a rk s  on them; n o t  o n ly  b e c a u s e  th e y  a r e  n o t  
im m e d ia te ly  c o n n e c te d  w i th  t h e  s u b j e c t ,  b u t  b e c a u s e  
t h e r e  i s  l i t t l e  d a n g e r  of t h e i r  m a r k e t in g  any 
p r o s e l y t e s ,  w h i le  men a r e  c o n v in ce d  t h a t  th e  
p r o s p e r i t y  o f  t h e  n a t i o n a l  commerce depends  as  
much upon t h e  e x t e n t  o f  i t s  c a p i t a l  a s  t h a t  of  
any i n d i v i d u a l . 1 ^

The advancement o f  commerce was n o t  a s  im p o r ta n t  to

H am il ton  as  t h e  deve lopm ent  o f  economic in d e p e n d e n c e .

He u n d e r s t o o d  t h a t  a home m arke t  meant exchange  w i t h  t h e

c o u n t r y .  T h i s  was an added  bond o f  u n io n .  Even th o u g h

t h e  d o m e s t ic  was i n f e r i o r  t o  t o  f o r e i g n  m a rk e t ,  t h e

home-market a i d e d  n a t i o n a l  u n i t y  and s t r e n g t h  by p l a c i n g

l e s s  r e l i a n c e  f o r  p r o s p e r i t y  on t h e  f o r e i g n  demand.

H a m i l to n ’ s p o l i c y  was co n c e rn e d  w i t h  th e  e s t a b l i s h m e n t

o f  i n f a n t  i n d u s t r i e s .  I n  t h e  lo n g  ru n ,  t h e  n a t i o n  would

g a in  economic s tr e n g th  and the  p eo p le  would ga in  from

in c r e a se d  and d i v e r s i f i e d  p rd d u ctiv e  pow ers.
His argum ent t h a t  a d i v e r s i f i e d  home m arke t  would

p r e v e n t  s t a g n a t i o n  o r  demand i s  t h e  r e s u l t  o f  world

c o n d i t i o n s  p f  t h a t  t i m e ,  Europe was In  an u n s e t t l e d

s t a t e .  Wars and p i r a t e s  i n t e r r u p t e d  t r a d e  w i t h  o t h e r

n a t i o n s .  The f o r e i g n  demand was u n r e l i a b l e .  T a r i f f s

and o t h e r  p r o h i b i t i o n a r y  m easures  were commonly u s e d

by a l l  n a t i o n s  i n  r e s t r i c t i o n  o f  c e r t a i n  f o r e i g n  g o o d s ,

Any s t a t e s m a n  co n c ern ed  w i t h  t h e  w e l f a r e  o f  h i s  own

1Sumner, Alexander Hamilton. 1 7 7 - 1 8 0 .
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n a t i o n  would w ish  t o  a v o i d  t h e s e  d i s t u r b a n c e s

In  t h e  l a s t  a n a l y s i s ,  H a m i l to n ’ s p r o t e c t i v e  p o l i c y  

was based  upon a d e s i r e  t o  d e v e lo p  n a t i o n a l  u n i t y  and t o  

f o s t e r  i n f a n t  i n d u s t r i e s .  He r e c o g n i z e d  t h a t  i t  in v o lv e d  

a  s a c r i f i c e  on t h e  p a r t  of  t h e  c i t i z e n s , ,  b u t  he p la c e d  

d e f e n s e  above opulence*
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CHAPTER V

GENERAL ECONOMIC BACKGROUND OF HAMILTON*b VIEWS

Under t h e  e a r l y  p r a c t i c e  of American governm ent ,  t h e  

S e c r e t a r y  o f  t h e  T re a s u r y  o cc u p ied  a p o s i t i o n  more n e a r l y  

l i k e  t h a t  o f  an E n g l i s h  C h a n c e l lo r  o f  t h e  Exchange.  He 

was u n d e r  t h e  d i r e c t i o n  o f  no s i n g l e  i n d i v i d u a l ,  b u t  h i s  

a c t s  were a c c o u n te d  f o r  by t h e  c i t i z e n s  o f  t h e  n a t i o n .

The r e s p o n s i b i l i t y  o f  t h e  ad m i n i s t r a t i o n  was r e f l e c t e d  

i n  h i s  p u b l i c  r e p u t a t i o n .  He was t h e  g u i d i n g  hand in  

l e g i s l a t i o n ;  h i s  r e p o r t s  were i n  t h e  n a t u r e  o f  an in-,, 

v e n t o r y  w i t h  a s t a t e m e n t  o f  t h e  n e c e s s a r y  m easu res  f o r  

o p e r a t i o n .  I t  i s  a p p a r e n t  t h a t  t h e  S e c r e t a r y ,  u n d e r  

s u c h  c o n d i t i o n s ,  was, f o r  t h e  most p a r t ,  a  d i r e c t i n g  

f o r c e  i n  s h a p i n g  t h e  f o u n d a t i o n  o f  many o f  t h e  n a t i o n * s  

economic i n s t i t u t i o n s *  Such i s  t h e  c h a r a c t e r  o f  H a m i l to n ’ s 

r e p o r t s  t o  C o n g re s s .

H am il ton  was an o u t s t a n d i n g  s t a t e s m a n ;  h i s  p o s i t i o n  

and p u b l i c  r e p u t a t i o n  gave him t h e  g r e a t  r e s p o n s i b i l i t y  

o f  one who was a  p r i n c i p a l  d i r e c t i n g  f o r c e  i n  t h e  p o l i t 

i c a l  and economic t h o u g h t  and a c t i o n  of t h e  t im e .  He 

was, i n  co nsequence ,  f o r c e d  t o  v iew t h e  v a r i e t y  of  

p o l i t i c a l  and economic th o u g h t  and i n s t i t u t i o n s  from 

t h e  s t a n d p o i n t  o f  a  j u d g e ,  a ju d g e  o f  t h e i r  f e a s i b i l i t y  

and a d a p t a b i l i t y  t o  t h e  i n s t i t u t i o n s  and c h a r a c t e r i s t i c s  

o f  h i s  s o c i e t y .  He was one o f  t h e  t a i l o r s  who was r e q u i r e d  

t o  f i t  t h e  c o a t  of  government and n a t i o n a l  economy t o  t h e
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c o n f e d e r a t i o n  of  t h e  American p e o p l e .  H is  s t y l e  was a 

u n io n  of  s t a t e s ;  h i s  c o a t  was f a s h i o n e d  t o  h i s  s t y l e .  To 

b u i l d  a s t r o n g ,  i n d e p e n d e n t ,  c e n t r a l i z e d  n a t i o n  became 

t h e  g o a l  of  h i s  a c t i v i t i e s .  Each  p l a n ,  e a c h  p o l i c y  was, 

t h e r e f o r e  d i r e c t e d  to w a rd s  t h i s  o b j e c t i v e .

He was i n h e r e n t l y  a r e b e l ;  he o b j e c t e d  t o  th e  

t y r a n n y  of  s t r o n g ,  e s t a b l i s h e d  n a t i o n s ;  he opposed 

E n g la n d ’ s dominance o f  t r a d e ,  p r o g r e s s ,  he b e l i e v e d ,  

i s  founded  upon th e  deve lopm ent  o f  a l l  n a t u r a l  and 

i n h e r e n t  p o s s i b i l i t i e s ;  t o  oppres  t h e s e  p o t e n t i a l i t i e s  

i s  t o  r e t a r d  improvem ent.  T h is  p o l i c y  l e d  him t o  a g r e e  

w i t h  S m i th ’ s i n d i v i d u a l i s m .  To r e a c h  an o b j e c t i v e ,  

however,  a w e l l  p la n n e d  program must be  f o l lo w e d ;  i t  canno t  

b e  g a in ed  by p u b l i c  d e c r e e .  F o r  a  p e o p le ,  a  n a t i o n  must be  

fo u n d ed ,  a n a t i o n  t h a t  must compete f o r  i t s  i d e a l s  and 

a m b i t i o n s  i n  a world  o f  n a t i o n s .  . S t r e n g t h  and in d e p e n 

dence  must be  p r o c u r e d ;  the  boy must m a tu re  i n t o  a w e l l -  

ro u n d ed  man.

The e s t a b l i s h m e n t  o f  a n a t i o n  i s  s i m i l a r  t o  t h e  

e s t a b l i s h m e n t  o f  an i n d u s t r y ;  i t  r e q u i r e s  b o t h  a p r a c 

t i c a l  and a t h e o r e t i c a l  p o i n t  of v iew .  The p r a c t i c a l  

p o i n t  o f  v iew n e c e s s i t a t e s  s h o r t - t i m e  p o l i c i e s  and 

p r a c t i c e s ;  i t  r e q u i r e s  a r e c o g n i t i o n  o f  c o n d i t i o n s  a s  th e y  

a r e .  . The t h e o r e t i c a l  v ie w p o in t  i s  founded upon l o n g - t i m e  

p o l i c i e s ,  an  u n d e r s t a n d i n g  of  t h i n g s  as t h e y  ought t o  b e .  

H am i l ton  had b o t h  of  t h e s e  p o i n t s  o f  v iew. His ag reem en t
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w i t h  S m i th 1s i n d i v i d u a l i s m  i n d i c a t e s  t h a t  he u n d e r s t o o d  

l o n g - t i m e  t e n d e n c i e s ,  t h i n g s  as  th e y  ought t o  h e .  He 

was c o n f r o n t e d ,  however,  w i th  t h e  p r a c t i c e s  of h i s  t ime*

H i s ‘problem was t o  s t r e n g t h e n  t h e  n a t i o n  i n  a f i e l d  of 

p r a c t i c a l  c o m p e t i t i o n .  He was, t h e r e f o r e ,  f i r s t  c o n c e rn 

ed w i t h  th e  s h o r t - t i m e  v i e w p o i n t . o f  p r a c t i c a l  p ro b le m s .

The n a t i o n  was t o  be founded  so t h a t  i t  c o u ld  e x i s t  i n  a 

w o r ld  of  n a t i o n s .  W i th th e  n a t i o n  e s t a b l i s h e d ,  t h e  c i t i z e n s  

and t h e  n a t i o n  cou ld  t u r n  t o  t h e  problem of  i n d i v i d u a l  

w e l f a r e .

With t h i s  view, H am il ton  r e c o g n i z e d  w e l f a r e  a s  an 

e v e r  chang ing  g o a l .  T h a t  which i s  w e l f a r e  ' i n  one 

p e r i o d  may n o t  b e  w e l f a r e  in  a n o t h e r  t im e .  The w e l f a r e  

o f  h i s  t im e was t h e  e s t a b l i s h m e n t  of  t h e  n a t i o n ;  y e t  t h e  

n a t i o n  would outgrow i t s  c l o t h e s  of  y o u th .  The c i t i z e n s  

o f  t h e  n a t i o n  were b o t h  means and ends i n  t h e m s e l v e s ;  

t h e y  were t h e  o b j e c t s  for  which w e l f a r e  was t o  be  o b t a i n e d ;  

t h e y  were t h e  i n s t r u m e n t s  by w hich  w e l f a r e  was p r o c u r e d .

The duty  o f  t h e  s t a te s m a n -w a s  t o  d e t e r m in e  t h e  o b j e c t i v e ,  

o r g a n i z e  h i s  m ethods ,  and e f f e c t  t h e  end i n  view.

What was H am i l to n * s .eco n o m ic  program f o r  t h e  

e s t a b l i s h m e n t  o f  t h e  n a t i o n ?  Any p r o g r e s s i v e . c o u n t ry  

must be fo u n d ed  upon a  sound and s e t t l e d  c r e d i t .  He 

t h e r e f o r e  p ro p o se d  t o  f u n d  t h e  d e b t ,  t o  u n i f y  u n d e r  

c e n t r a l i z e d  r e s p o n s i b i l i t y  th e  h e t e r o g e n e o u s  mass of 

c l a im s  a g a i n s t  t h e  s t a t e s  and t h e  C o n f e d e r a t i o n ,  a 

n a t i o n a l  bank  co u ld  b e  founded upon government c r e d i t .  

Under  government s u p e r v i s i o n  and w i th  a government m in t ,
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a sound c u r r e n c y  c o u ld  b e  is su ed *  These i n s t i t u t i o n s  

w ould  s e r v e  as  a b a s i s  Tor p r i v a t e  c r e d i t *  w i th  t h e  c r e d i t  

o f  t h e  n a t i o n  e s t a b l i s h e d ,  in v e s tm e n t  of c a p i t a l  would 

become e x te n d e d  and e a s i e r *  The moneyed i n t e r e s t s  would 

have a  f e e l i n g  of s e c u r i t y  i n  American b u s i n e s s .  With 

t h e  a s s i s t a n c e  o f  g o v e rn m e n ta l ,  p o l i c y , t h e  r i c h ,  w e l l 

b o r n  and a b l e  c o u ld  d i r e c t  t h e  in v e s tm e n t  o f  c a p i t a l  i n t o  

p r o d u c t i v e  e n t e r p r i s e s .  An i n c r e a s e  of c a p i t a l  would 

r e s u l t ;  o t h e r  f a c t o r s  o f  p r o d u c t i o n  would b e  a t t r a c t e d .

More c a p i t a l  would be  u s e d  in  i n d u s t r i e s  and  more i n d u s r 

t r i e s  would b e  e s t a b l i s h e d .  I n  co n sequence ,  more w e a l t h  

would be fo r th c o m in g *  I n c r e a s e d  w e a l th  would s t r e n g t h e n  

t h e  Independence  and power of t h e  n a t i o n  and  i t s  c i t i z e n s .

Such r e a s o n i n g  i s  l i k e l y  t o  l e a d  t o  t h e  o p in io n  t h a t  

H am i l to n  b e l i e v e d  t h a t  a  g a in  i n  economic w e l f a r e  i s  

a lw ay s  accompanied  by a  g a i n  i n  t o t a l  w e l f a r e *  I t  i s  

w e l l  t o  remember t h a t  he h e ld  d e f e n s e  above o p u le n c e .

I n  t h e  e s t a b l i s h m e n t  of  a n a t i o n ,  e s p e c i a l l y  f o l l o w i n g  

a r e v o l u t i o n ,  i n j u r y  t o  w e l f a r e  i s  n e c e s s a r y  f o r  t h e  

s a k e  o f  d e f e n s e .  The p o l i c i e s  o f  a n a t i o n  canno t  be  

d e c i d e d  on economic i s s u e s  a l o n e .  A p o l i c y  i s  on ly  

sound  when a l l  p r e s u p p o s i t i o n s  a r e  r e c o g n i z e d .  These

1
T o t a l  w e l f a r e  i n c l u d e s  economic and non-econom ic w e l l 
b e i n g .  I t  i s  r e a s o n a b l e  t o  assume t h a t  t h e  u t i l i t y  de
r i v e d  from an i n c r e a s e  i n  economic goods w i l l ,  i n  many 
c a s e s ,  be  g r e a t e r  t h a n  t h e  d i s u t i l i t y  i n v o lv e d  in  t h e  
added  p r o d u c t i o n .
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a s s u m p t io n s  must c o n s i d e r  th e  o b j e c t i v e  w hich  i s  t o  

h e  r e a c h e d ,  t h e  t im e  i n  which t h e  o b j e c t i v e  i s  t o  b e  

r e a c h e d  and t h e  i m p l i c a t i o n s  in v o lv e d  in  g r a n t i n g  an 

a s s u m p t io n .  H a m i l to n ’ s p o l i c i e s  were d i r e c t e d  to w ard s  

economic in d e p en d en ce  and n a t i o n a l  u n i t y ;  t h a t  i s ,  t h e  

U n i t e d  S t a t e s  shou ld  r e l y  as  p o s s i b l e  upon o t h e r  n a t i o n s  

fc r  t h e  means o f  s u s t e n a n c e ,  and sh o u ld  b e  a s t r o n g ,  

c e n t r a l i z e d  n a t i o n  r a t h e r  th a n  a  group of  more o r  l e s s  

in d e p e n d e n t  s t a t e s .  I n  l i g h t  of  t h e  f a c t  t h a t  th e  

C o n f e d e r a t i o n  was a  d e c e n t r a l i z e d  s t a t e s  d ep en d en t  upon 

E ng land  and o t h e r  n a t i o n s  f o r  m a n u fa c tu r e s  and  t r a d e  

i n  American p ro d u c e ,  t h e  soundness  of H am io tnn1s 

p o l i c i e s  a r e  p a r t i a l l y  b a s e d  on t h e  a s su m p t io n  t h a t  

economic independence  and n a t i o n a l  u n i t y  were  d e s i r a b l e .  

G -rant ing  t h a t  such  was t h e  c a s e ,  ad m is s io n  must be  made 

t h a t  im p l i e d  s a c r i f i c e s  in v o lv e d  i n  g a i n i n g  t h e  o b j e c t i v e  

a r e  n e c e s s a r y .  F o r  I n s t a n c e ,  H a m i l to n ’ s p r o t e c t i v e  

p o l i c y  i s  b a s e d  on t h e  a s su m p t io n  t h a t  a  home-market i s  

a  d e s i r a b l e  i n s t i t u t i o n .  The o D ja c t i v e  t o  b e  r e a c h e d  was 

n a t i o n a l  u n i t y  and economic in d ep en d en ce  i n  a t im e  o f .  

p o l i t i c a l  and  economic depe n d en ce .  I t  i n v o l v e d  i m p l i c a 

t i o n s ,  namely t h e  a e r i f i c e  of a  b e t t e r  f o r e i g n  m arke t  

f o r  a  p o o r e r  home m a rk e t .  I f  t h e  o b j e c t i v e  i s  assumed 

a s  d e s i r a b l e ,  i t  must s t i l l  b e  g r a n t e d  t h a t  a  home m arke t  

( n a t i o n a l  d i v e r s i f i c a t i o n  of i n d u s t r y )  i s  a  menas t o  

economic and p o l i t i c a l  in d ep en d en c e  in  t h a t  t im e ,  and 

t h a t  t h e  i m p l i c a t i o n s  i n v o lv e d  i n  t h e  means a r e  n e c e s s a r y *
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I f  a l l  t h e  a s s u m p t io n s  a r e  g r a n t e d ,  H a m i l to n ’ s p o l i c y  was 

sound*
I t  has  h e e n c h a rg e d  t h a t  H a m i l to n ’ s p rogram  b e n e f i t e d  

t h e  r i c h  and  w e l l - h o r n  a t  t h e  ex p e n se  of  o t h e r  c l a s s e s .

I n  t h e  f i r s t  p l a c e ,  t h e r e  was n o t  a g r e a t  d i s t i n c t i o n  o f  

c l a s s e s  a t  t h a t  t im e ,  w e a l th  was f a i r l y  ev e n ly  d i v i d e d  

among t h e  c i t i z e n s  ox t h e  n a t i o n .  There  w ere ,  however,  

many in d e n t u r e d  s e r v a n t s  s e r v i n g  t im e  r o r  t h e  payment 

o f  d e b t s ,  s l a v e s ,  and p e r s o n s  o f  low s t a n d a r d .  Under 

c o l o n i a l  c o n d i t i o n s  e a c h  f r e e  i n d i v i d u a l  became- of  h ig h  

v a l u e  t o  t h e  s o c i e t y .  Land g r a n t s  were u s u a l l y  l a r g e ;  

l a b o r  was s c a r c e .  A t t e m p ts  a t  c o o p e r a t i v e  a g r i c u l t u r e  

i n  V i r g i n i a  and M a s s a c h u s e t t e s  f a i l e d .  Kach f r e e  

i n d i v i d u a l  demanded t h e  r i g h t  t o  d i r e c t  h i s  own e n e r g i e s .

I t  was H a m i l to n 1 s o p in io n  t h a t  such  c o n d i t i o n s  were 

p r o d u c t i v e  o f  g r e a t  w a s t e .  T h e re  was no c e n t r a l i z e d  

d i r e c t i o n  to w a rd  any o b j e c t i v e  o t h e r  t h a n  i n d i v i d u a l  

w e l f a r e .  To him, t h e  o o j e c t i v e  e x i s t e d  i n  n a t i o n a l  u n i t y  

and economic in d e p e n d e n c e .  D i r e c t i o n  was needed ,  t h e r e f o r e ,  

i n  o r d e r  t o  e l i m i n a t e  w a s te  of  en e rg y  and t i m e .  He n a t u r a l l y  

t u r n e d  t o  t h o s e  b e s t  a b l e  t o  d i re c t*  t h e  r i c h ,  w e l l - b o r n  

and a b l e .  I t  was w i th  t h e i r  h e l p  t h a t  c a p i t a l  co u ld  b e  

o b t a i n e d  f o r  t h e  e s t a b l i s h m e n t  o f  i n d u s t r i e s .  They were 

t h e  main f o r c e s  in  t h e  p o l i t i c a l  and economic l i f e  o f  

t h e  c o u n t ry .  They form ed t h e  m a jo r  p o r t i o n  or  t h e  a c t i v e  

- c i t i z e n s  o f  t h e  n a t i o n .  I t  was t h ro u g h  t h e i r  a i d  t h a t
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p o l i t i c a l  and economic p o l i c i e s  'became e f f e c t i v e .  I t  

d i d  n o t  mean, however,  t h a t  t h e  p o p u l a t i o n  i n  g e n e r a l  

was n o t  t o  b e n e f i t  f rom t h e  p o l i c i e s  of  t h e  r i c h .  I t  

was H a m i l to n ’ s b e l i e f  t h a t  economic and p o l i t i c a l  i n 

dependence  would b e n e f i t  t h e  e n t i r e  p o p u l a t i o n .  He h e l d  

t h a t ,  in  t h e  l o n g  ru n ,  p r o d u c t i v e  powers would i n c r e a s e ,  

more w e a l th  would b e  fo r thcom ing . ,  and more w e a l th  would 

b e  a v a i l a b l e  f o r  a l l .  The e n t i r e  n a t i o n  would be  p r o 

t e c t e d  from f o r e i g n  i n f l u e n c e s ,  d a n g e rs  and demands. 

C o n f id e n ce  would b e  fo u n d ed  t h a t  would r e s u l t  i n  b e n e f i t s  

t o  a l l .

borne o f  t h e  p r i n c i p l e s  o f  t h e  s o - c a l l e d  b a l a n c e d  s t a t e  

u n d e r l i e  H a m i l to n ’ s p ro g ram .  He b e l i e v e d  t h a t  j u s t i c e  

and e f f i c i e n c y  in  government would c o n t r i b u t e  t o  th e  

c o n f id e n c e  o f  t h e  p e o p l e .  H is  p o l i c i e s  c o n t a i n e d  more 

o f  t h e  e l e m e n ts  o f  d i r e c t i o n  t h a n  th o se  dT c o n t r o l .  T ha t  

i s ,  o b j e c t i v e s  shou ld  b e  p o i n t e d  ou t  in  o r d e r  t h a t  a  c o u r s e  

may b e  fo l lo w e d  t h a t  i s  f r e e  f rom  i n t e r v e n i n g  a g e n c i e s .  

B e c a u se  t h e  i n t e r e s t s  o f  a l l  i n d i v i d u a l s  m igh t  b o t  harm

o n i z e  w i th  t h e  o b j e c t i v e s ,  some r e g u l a t i o n  o f  c o n f l i c t i n g  

d e s i r e s  i s  n e c e s s a r y .  H is  p o l i c i e s  would a l l o w  t h e  f a c t o r s  

o f  p r o d u c t i o n  t o  be combined i n  a  more e f f i c i e n t  manner ,  

l a n d  t o  become l e s s  ab u n d a n t ,  c a p i t a l  and l a b o r  more abun

d a n t .  &ach f a c t o r  was t o  be  d e v e lo p e d  i n  r e l a t i v e  p r o 

p o r t i o n  t o  t h e  o t h e r s .  These  m easu res  were  t o  be  accomp

l i s h e d  f o r  t h e  n a t i o n ,  t h e r e b y  o b t a i n i n g  t h e  d e s i r e d
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r e s u l t s  f o r  t h e  c i t i z e n s  of  t h e  n a t i o n .
In  a s e n s e  H am il ton  was a s e n t i m e n t a l i s t ,  t h a t  i s ,

he b e l i e v e d  in  h i s  p rogram  b e c a u s e  of h i s  f a i t h  r a t h e r  

t h a n  a fe&sis o f  r a t i o n a l  r e a s o n i n g .  I t  i s  a l a r g e  e lem en t  

o f  f a i t h  t h a t  would l e a d  him t o  t h e  c o n c l u s i o n  t h a t  a 

n a t i o n  i s  b e t t e r  o f f  i f  s e l f - s u f f i c i e n t .  H is  r e a s o n i n g  

l e d  him i n t o  ag reem ent  w i th  S m i t h ’ s d o c t r i n e s  of  i n d i v i d 

u a l  f reedom .  He d id  n o t  h o ld  t h a t  t h e  i n t e r e s t s  o f  i n 

d i v i d u a l s  were  t h e  i n t e r e s t s  o f  n a t i o n s .  I t  must b e  

remembered, however,  t h a t  he was t h e  p r o d u c t  of p r a c t i c a l  

s t a t e s m a n s h i p ,  t r a i n e d  In t h e  s c h o o l  o f  c o l o n i a l  e x p e r i 

e n c e ,  and tempered, w i t h  t h e  p r i n c i p l e s  o r  o b s e r v a t i o n .  

P r a c t i c a l  d i f f i c u l t i e s  a r e  many t im e s  to o  in v o lv e d  f o r  

t h e o r e t i c a l  c o n c l u s i o n s .  Both  a lo n g - t im e  and s h o r t -  

t im e  v i e w p o i n t s  a r e  n e c e s s a r y  f o r  u l t i m a t e  c o n c l u s i o n s .

The f u l l e x t e n t  o f  H a m i l to n ’ s p o l i t i c a l  and economic 

d o c t r i n e s  i n  t h e  f o u n d in g  of t h e  n a t i o n  can n e v e r  be 

d e t e r m in e d .  H is  p r i n c i p a l  c o n t r i b u t i o n s  t o  t h e  economic 

i n s i t u t i o n s  o f  t h e  U n i t e d  s t a t e s  a r e  h i s  f u n d e d  d e b t ,  h i s  

n a t i o n a l  b a n k ,  h i s  m i n t ,  and t h e  i n f a n t  i n d u s t r y  a r g u 

ment f o r  p r o t e c t i o n .  T h a t  h i s  s u g g e s t i o n s  on m a n u fa c tu r e s  

w ere  n o t  f u l l y  a d o p te d  a s  an American  p o l i c y  does  n o t  

d e t r a c t  f rom t h e i r  im p o r ta n c e .  The i n c r e a s e d  d u t i e s  of  

1792 and 1794 were a s t e p  i n  t h i s  d i r e c t i o n .  D ur ing  t h e  

y e a r  of  t h e  R e p o r t  on M a n u fa c tu r e s  war b o r k e  ou t  b e tw e en  

F r a n c e  and t h e  F i r s t  C o a l i t i o n .  From t h a t  t im e  u n t i l
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W a te r lo o ,  E urope  was i n  s. s t a t e  of  h o s t i l i t y *  The m a rk e t s  

t h a t  had b e e n  c l o s e d  t o  American t r a d e  were now throw n pen .

Under t h e  n e u t r a l  p o l i c y  or  t h e  U n i t e d  S t a t e s ,  commerce 

d e v e lo p e d  g r e a t l y  i n  m agn i tude  and v a r i e t y *  The imm edia te  

n e e d  f o r  d i v e r s i f i c a t i o n  was removed* A l th o u g h  H am il ton  d id  n o t  

m e n t io n  a g a i n  t h e  need  f o r  h i s  m e a su re s ,  i t  i s  p r o b a b l e  

t h a t  he f e l t  t h a t  su c h  c o n d i t i o n s  were r a t h e r  u n f o r t u n a t e .

I n  p a r t ,  t h e y  added t o  t h e  m a t e r i a l  p r o s p e r i t y  o f  t h e  n a t i o n ;  

y e t  th e y  l a c k e d  t h e  power of  d e v e lo p in g  s e l f - s u f f i c i e n c y .

The need f o r  h i s  sys tem  was m ere ly  pushed fo rw a rd  i n t o  t h e  

f u t u r e *

P r o f e s s o r  C a rve r  has  w e l l  s a i d  t h a t  " t h e  u l t i m a t e

p rob lem  o f  any v a r i e t y  o r  l i f e ,  i n c l u d i n g  t h e  human r a c e ,

i s  t h a t  o f  a d ju s tm e n t  t o  t h e  m a t e r i a l u n i v e r s e *  A l l  o t h e r

p ro b lem s  a r e  s u b o r d i n a t e  t o  t h a t ,  and a l l  v a l u ^  a r e  d e r i v e d

from  t h e i r  r e l a t i o n  t o  t h i s  u l t i m a t e  p ro b le m .  A n y th in g

w hich  f a c i l i t a t e s  t h e  a d ju s tm e n t  o f  man to t h e  u n i v e r s e ,

i s  f o r  man, good* A n y th in g  which  h in d e r s  t h a t  p r o c e s s
1

o f  a d ju s tm e n t  i s ,  f o r  him, bad.'* Hamilton* s problem 

was to  a d j u s t  American s o c i e t y  t o  th e  m a t e r i a l  u n i v e r s e  

i n  which  i t  e x i s t e d .  The v a lu e  o f  h i s  work i s  d e r i v e d  

f ro m  i t s  r e l a t i o n  t o  t h i s  p rob lem , t h a t  o f  a i d i n g  in  t h e  

deve lopm ent  o f  a weak American s o c i e t y  i n t o  a s t r o n g  

n a t io n *

1
C a rv e r ,  T. N . ,  E ssays  i n  S o c i a l  J u s t i c e , 24 .
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The p o l i c i e s  and p r a c t i c e s  o r  H am il ton  have b een  

s u b j e c t e d  t o  much c r i t i c i s m .  H is  t h e o r y  o r  s o c i e t y ,  h i s  

economic p r i n c i p l e s ,  h i s  n a t i o n a l  bank  and o t h e r  d o c t r i n e s  

have  been  c a l l e d  a r i s t o c r a t i c ,  unsound  and a n t i - A m e r i c a n .  

Any c r i t i c a l  e x a m in a t io n  o f  s o c i a l  p o l i c i e s  must c o n s i d e r  

t h e  o r i g i n a l  p r e s u p p o s i t i o n s  end v i e w p o i n t s .  H a m i l to n ’ s 

r e a s o n i n g  was concerned  w i th  h i s  p r e m is e ,  n a t i o n a l  u n i t y .

He c o n s id e r e d  h i s  means t h e  q u i c k e s t  and most e f f e c t i v e  

t o  h i s  own d e s i r e d  e n d .  The soundness  of  h i s  r e a s o n i n g  

i s  b u t  a m a t t e r  o f  s p e c u l a t i o n .  The n a t i o n a l  bank ,  t h e  

c u r r e n c y  and t h e  funded  d e b t  d id  much t o  s t r e n g t h e n  

fu n d a m e n ta l  w eaknesses  i n  t h e  young n a t i o n .  I t  i s  r a t h e r  

p resum ptuous  t o  assume t h a t  he i n t r o d u c e d  t h e  a rgum ents  

f o r  t h e  e s t a b l i s h m e n t  o f  m a n u fa c tu r e s  and t h e  u s e  o f  

b o u n t i e s  and t a r i f f s  t o  American s o c i e t y ,  buch  p o l i c i e s  

a r e  t h e  o u tg ro w th  of n a t i o n a l  i d e a l s .  H is  a b i l i t y  a s  

a f o r c e f u l  w r i t e r  c o u p le d  w i th  h i s  p o s i t i o n  as s e c r e t a r y  

o f  T re a s u r y  gave him an o p p o r t u n i t y  t o  e x p r e s s  the  

p o l i c i e s  o f  t h o s e  who b e l i e v e d  n a t i o n a l  u n i t y  cou ld  b e  

more e f f e c t i v e l y  r e a c h e d  th r o u g h  c e n t r a l i z e d  d i r e c t i o n . - 

I t  i s  t r u e  t h a t  h i s  m e asu res  w ere ,  i n  a  s e n s e ,  a r i s t o c r a t i c  

y e t  he assumed, as  d id  man, t h a t  t h e  judgment of  a m a j o r i t y  

of  t h e  p e o p le  may eb and o f t e n  i s  wrong. The p e n a l t y  of 

wrong d e c i s i o n s  by t h e  p e o p le  a t  t h a t  t im e  was, t o  H am il ton

n a t i o n a l  w ea k n ess .  He c o n s e q u e n t ly  a d v o c a te d  c e n t r a l i z e d  

d i r e c t  io n .
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H a m i l to n ’ s economic and s o c i a l  p o l i c i e s  were b a s e d  

on h i s  p r a c t i c a l  and t h e o r e t i c a l  knowledge o i  w orld  

c o n d i t i o n s .  They r e p r e s e n t e d  t h e  f o r c e s  o f  d i r e c t i o n  

in  a  t im e  o f  i n d i v i d u a l i s m .  A c t u a l l y ,  however,  he was 

p r i n c i p a l l y  concerned  w i t h  o b t a i n i n g  e q u a l i t y  f o r  t h e  

n a t i o n  in  a w o r ld  o f  n a t i o n s .  To t h i s  end he d i r e c t e d  

h i s  p r i n c i p l e s ,  p o l i c i e s  and a c t i o n s .
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