
Besides issuing Continental Currency and Loan Office
Certificates, the early Congress also issued Bills of
Exchange and used these financial securities for the
purchase of needed goods and services (when suppliers
accepted them).

As stated in an 1826 House Report:

"A foreign bill of exchange is in fact nothing more
than a transferable or negotiable assignment, by a
person in one country, of a sum of gold or silver or
other foreign currency, due or belonging to him in
some other country." 1

These negotiable instruments represented a debt
obligation owed by the issuer to the party named on the
face of the bill:  they were transferable between individuals
by endorsement on the back of the bill.2

Bills of Exchange constituted personal guarantees of
payment, therefore anytime the holder endorsed (passed/
transferred) the bill to another, he remained obligated
should it ultimately be dishonored (by the original issuer
or any subsequent endorser [previous to the holder]).

Personal guarantees of payment by each subsequent
endorser provided indemnification against loss for the
holder and best-established the bills as viable commercial
paper (little different from a common bank check as used
today — though the endorsement of checks to any third
party seldom occurs anymore).

Bills of Exchange are, as are all such debt instruments,
a debt obligation of the party issuing the bill, but an asset
of the named party who gave property or performed some
service in acceptance for such bills, who is owed the given
sum.  This asset nevertheless relies on future performance
for repayment; its future value is thus far more subjective
than other assets such as gold or silver coin that do not
rely on such future promises.

Though default could occur with Bills of Exchange,
they performed certain functions well when their future
obligations were properly honored.  These bills allowed
the transfer of hard assets in one country though the
owner happened to be in another.  The shipment of gold
and silver over the treacherous seas was thus minimized
(when a transferable pool of gold and silver was available
in each country).

Though the shipment of gold or silver overseas was
relatively cost-effective even in the 18 th century,3 the use of
Bills of Exchange still saved this often-unnecessary expense
that directly aided to the bottom line.

Clause Discussed:
• Article I, Section 8, Clause 2

Concept Discussed:
• To borrow Money

Volume III: Issue 5

Bills of Exchange

1.  U.S. Serial Set, 19 th Congress, 1 st Session, # 135, "Foreign Bills of
Exchange", March 22, 1826, Microfiche Ref. # 142, @ page 3.

2.  Other types of securities, such as registered corporate stock, must be
transferred on the books of the corporation or entity which issued them.
Transfer is not here complete until properly reflected on the books of the
corporation (and generally another stock certificate is then issued in the
new individual's name).

The simplest type of financial instruments are bearer securities;
where the bearer (holder) of the document is not specifically named and
the instrument is traded merely by transfer from one individual to
another (such as with a Federal Reserve note).

3.  Due to their high value and low relative mass (especially gold),
the transportation of gold or silver overseas was less costly than one
might think.  Including insurance, their transport between Europe and
the colonies did not exceed 2 - 3 % of their value.4

4.  William Stanley Jevons, Money and the Mechanism of Exchange,
D. Appleton & Co., New York, 1876, ch. 5.
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In their Journal, Congress noted on June 10, 1779
that:

"The Committee on the Treasury, to whom it was
referred to prepare Drafts on the Minister
Plenipotentiary of the United States of America at
the court of Versailles in favor of the Committee of
Commerce, have according to order prepared four
setts of Bills of Exchange, one sett for 150,000, one
sett for 100,000 one sett for 70,000 and one sett for
40,000 Livres Tournois, the whole amounting to
360,000 Livres Tournois." 5

At the exchange rate of 18.15 cents per French
Livre, 360,000 Livres equated to $65,340 being
borrowed (on June 10 th, 1779) from France through
Bills of Exchange used as the evidence of that loan debt.

One of the primary objectives of the Minister
Plenipotentiary to France was to negotiate deals to aid
the States' war efforts (trade agreements, loans, military
aid [men & ships], etc.).  By looking at the persons who
held this position, one has an indication of its
importance during this era.  Benjamin Franklin, first
serving as one of three persons commissioned to France,
later became the Minister Plenipotentiary when Congress
invested such negotiating authority in one person.6

The acknowledgment that the Congressional
Committee authorized various sets of Bills of Exchange
tells of another benefit — the ease of replacement due
to loss of the physical bill (at sea, burned or otherwise
destroyed).  Each Bill was issued in a numbered set of
four.  The first of the set was used first; but if lost, then
the second was sent in its place (and continuing until
the fourth when the second, and then, third bills, were
subsequently lost).  The redemption of any voided the
rest.

Bills of Exchange could be (issued) payable at sight,
at which point they did not differ materially from a
check or draft.  Bills of Exchange could also be made
payable at a future date, at which point they would be
discounted from their face value (to reflect pre-payment
of interest), dependent upon their nearness to the
designated redemption date.7

Discounting makes it easier for debt instruments to
be transferred between different creditors while allowing
each owner the interest due dependent upon the time
held (especially relevant on longer-maturing securities
such as bonds).

Early shipping practices tended to carry cargo both
directions for the same persons — the person exporting
finished goods from Great Britain to America generally
took back raw goods.  However, as commerce matured,
firms would naturally tend to specialize; merchants
involved in importing perhaps exported little.  The need
for a safe and low-cost manner to transfer wealth
became increasingly manifest.

Even though an Importer was perhaps not an
Exporter, nor an Exporter an Importer, nevertheless it
was apparent that large sums of wealth were traded and
owed on both sides of the Atlantic.  When a British
Exporter was owed funds payable in Britain on goods
shipped to America, and a British Importer owed funds
payable in America, there generally corresponded in
America an Importer who owed funds in Britain and an
American Exporter who was owed funds in America.

With Bills of Exchange, these various parties on
either side of the Atlantic could trade assets indirectly, so
that money owed in America was paid in America (and
vice versa in England or elsewhere), even if the creditor
and debtor of a particular transaction were on different
continents.  By extending the bills beyond only the
immediate Importer and Exporter involved in a given
trade, the bills could locally extinguish debts.  Only
when there was a net flow of excess trade in one
direction did gold and silver need to be supplemented.8

Immediately after the Committee on the Treasury
fulfilled its order to issue the June 10 th Bills of
Exchange, Congress made the following resolve:

"That the faith of the United States be pledged
to make good any contract or engagement which
shall be entered into by their Minister Plenipotentiary
at the Court of France for procuring money or credit
to enable him to honor the said Bills and provide for
their punctual discharge." 9
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5.  Vol. 14, Journals of the Continental Congress, Pg. 709 @ 715 -
716.

6.  Even after the war, this office held great importance, as
negotiating commercial treaties was still vital to the newfound nation.
Thomas Jefferson, whose knowledge and skills would have
undoubtedly served the Constitutional Convention well, nevertheless
remained in France where he held this position from 1785 to 1789.

7.  Two primary methods for viewing credit differ depending upon
when the monetary interest is collected.  If interest is collected after
the fact, interest is simply added to the principal according to the
agreed-upon terms and rate.  For example, if $100 is loaned at
6 % simple interest for one year; at the end of one year, a total of
$106 is due.  Debtors generally view their debt in this manner.
Creditors may also view their loans in such a manner, at least until
they attempt to sell or otherwise transfer this loan asset to some
other lender.

Conversely, interest maybe collected as time passes (up front); if
the issuer of a $100 Bill of Exchange has agreed to the payment of
6 % interest, he will accept a discount to reflect that rate and accept
$94 (and 34 cents) in money or goods for payment of that $100
Bill.  As time passes, the value of the Bill in money nears closer to
the $100 that is due at maturity to whoever holds the note (discounts
due to poor credit risks or other factors are herein ignored).

8.  During times of financial crises, trade in gold or silver would
increase and bills of exchange would lessen due to the greater
likelihood of default on the latter.

9.  14 Journals 709 @ 716.



The total amount of contracts and engagements
that Congress pledged their faith and for which Bills of
Exchange were given is difficult to ascertain.  Early
compilation records are scarce and evasive (such records
cite difficulties in foreign correspondence, lack of
accurate recording, etc.).

Congress listed a compilation of French funds sent
to the United States in 1780 and early 1781 in their
Journals on June 18, 1781. 10

The Count de Vergennes, Charles Gravier, was the
Minister of Foreign Affairs for France in 1781.
Congress noted that three million French Livres
Tournois, procured on the Count’s credit, had been
loaned through Dr. (Benjamin) Franklin (as the foreign
minister to France) to the United States.  The Journal
also listed that in December (1780), Dr. Franklin
"wanted one million more to honour the bills drawn by
Congress; and that he received the fourth million".11

The French Foreign Minister also obtained for Dr.
Franklin four millions of Livres in 1781, totaling "eight
millions borrowed on the guaranty of France since the
aforementioned period".  It was also noted that King
Louis XVI of France was making "a gratuitous donation
of the subsidy of six millions, which in the whole make
up the sum of fourteen millions since the
commencement of the year 1780".12

Eight million Livres in loans and six million Livres
in grant subsidies, amounted to 14,000,000 Livres total
($2,541,000) received from France between January of
1780 and June of 1781.

Holland, and to a lesser extent, Spain, also provided
the United States with needed infusions of liquidity and
capital.  So credit-unworthy were the United States,
however, that Holland refused to loan them money even
when the loan would have been personally guaranteed
by King Louis XVI.  The French King had to take out
the Dutch loans personally, and then re-loan these funds
to the United States.

Besides the issuance of various government
securities, Congress also used other methods to fund the
war effort.  Bounties were inducements given by the
military to aid enlistments, promising pay in one form
or another (generally after the conclusion of the war).
On September 16, 1776, Congress, in enlisting 88
battalions, resolved:

"That twenty dollars be given as a bounty to
each non-commissioned officer and private soldier,
who shall inlist to serve during the present war,
unless sooner discharged by Congress:

"That Congress make provision for granting
lands, in the following proportions: to the officers
and soldiers who shall so engage in the service, and
continue therein to the close of the war, or until
discharged by Congress, and to the representatives
of such officers and soldiers as shall be slain by the
enemy:

"Such lands to be provided by the United
States, and whatever expence shall be necessary to
procure such land, the said expence shall be paid
and borne by the states in the same proportion as
the other expences of war, viz.

"To a colonel, 500 acres; to a lieutenant colonel,
450; to a major, 400; to a captain, 300; to a
lieutenant, 200; to an ensign, 150, each non-
commissioned officer and soldier, 100." 13

Twenty dollars for soldiers who should "inlist...
during the present war" was an enlistment bonus that
required the soldier to serve until "discharged".

The granting of lands to those who should continue
in the service until "the close of the war" was a bounty
paid after the conclusion of the war.  

It was not until four years following the end of the
war that Congress finally designated the location of the
bounty lands.  On October 22, 1787, Congress:

"Resolved, That a million of Acres of land (the
bounds of which were located in the territory North
West of the River Ohio)…be reserved and set apart
for the purpose of satisfying the military bounties
due to the late Army." 14

The unapportioned lands of the United States (the
Western, vacant lands of the original colonial land
grants; generally, between the Appalachian Mountains
and the Mississippi River) provided an asset base worthy
of inducing officers and soldiers to stay in the service.

That it was years after the war before lands could
be given for bounties was due to the complexity of the
matter:  State cessions of these lands to the United
States had to be completed; Indian claims of possession
had to be extinguished; territorial government needed to
be established;15 land offices had to be set up and
manned; lands surveyed, and roads had to be opened. 
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10.  20 Journals 658.

11.  Ibid, 674.

12.  Ibid, 674 - 675

Bounties and Prizes

13.  5 Journals  760 @ 762 - 763.  Given the acreage numbers,
this recommendation is prior to Jefferson’s design of the quadrangular
system of survey of 640 acres to a Section of land; most easily
divided into tracts of 320, 160, 80, 40, 20, 10, 5, 2.5 & 1.25 ac.

14.  33 Journals 695 @ 695 - 696.

15.  The government for the territory “North West of the River Ohio”
was established in 1787 (Vol. 32 of the Journals of the Continental
Congress, beginning at page 334).



Had all these factors been completed while the war
was still being waged, undoubtedly this inducement
could have been better-utilized.16 The use of marketable
land could have eased the need for money for pay by at
least those soldiers and officers who could afford to
postpone some of their remuneration for a bigger payout
in land later.

Prize cases were the naval equivalent of bounty
inducements for the Army and militia, only of far
greater benefit for the United States.  Bounties were
good for the officers and soldiers receiving them, but
they were an expense which would later press hard the
already-empty coffers of Congress.

Prizes, however, provided the decided advantage that
it cost the United States nothing — such prizes
consisted of the assets of the enemy.  Military success
translated into immediate financial success of the
participants (thereby also encouraging future military
success) at no cost to the United States.  The capture of
ships of war and merchant vessels of England and her
allies provided sailors and officers strong financial
incentives for continuing their success while easing their
burdens from lack of regular military pay.

On January 6, 1776, the Continental Congress
issued the following resolve declaring the proportions of
prizes to be divided amongst the crew of a successful
naval operation.  The resolution read:

"Resolved, That the Commander in chief have
one twentieth (part) of the said allotted prize-money,
taken by any ship or ships, armed vessel or vessels,
under his orders and command.

"That the captain of any single ship or armed
vessel, have two twentieth parts for his share, but, if
more ships or armed vessels be in company when a
prize is taken, then the said two twentieth parts to be
divided amongst all said captains.

"That the captains of marines, lieutenants of the
ships or armed vessels, and masters thereof, share
together, and have three twentieth parts divided
among them equally, of all prizes taken when they
are in company.

"That the lieutenants of marines, surgeons,
chaplains, pursers, boatswains, gunners, carpenters,
the masters' mates, and the secretary of the fleet,
share together, and have two twentieth parts and
one half of one twentieth part divided amongst them,
equally of all prizes taken when they are in company.

"That the following petty warrant and petty
officers, viz. (allowing for each ship, six midshipmen;
for each brigantine, four midshipmen, and each
sloop, two midshipmen, one captain's clerk, one

surgeon's mate, one steward, one sailmaker, one
cooper, one armourer, two boatswain's mates, two
gunner's mates, two carpenter's mates, one cook,
one cockswain, two serjeants of marines for each
ship, and one surgeon for each brig and sloop) have
three twentieth parts divided among them equally,
and when a prize is taken by any ship or vessel on
board of which the Commander in chief is, or in
company, then the Commander in chief's cook or
cockswain to be added to this allotment, and have
their equal shares with these last mentioned.

"That the remaining eight twentieths, and one
half of a twentieth, be divided among the rest of the
ship or ship's companies, as it may happen, share
and share alike.

"That no officer or man have any share but such
as are actually on board their several vessels, when
any prize or prizes are taken, excepting only such as
may have been ordered on board any other prizes
before taken, or sent away by his or their
commanding officers." 17

That the highest officers to the lowest sailors stood
to benefit so greatly at the successful capture of enemy
ships lent an air of adventure and brash behavior for
which seamen of that era are well known.  Severe duty
in a harsh and often ruthless environment, occasionally
coupled with quick riches, promoted a "live hard before
you die" attitude of many sailors.

Naval ships, of course, were built and outfitted at
the expense of the United States.  Even better for the
(credit-unworthy) United States were the Privateers
who built and outfitted private ships of war at private
expense, who were given Letters of Marque and Reprisal
by the Congress.18 With these Letters, the Captain and
his crew would be authorized by the United States to
seek and obtain prizes of the enemy and her allies
(under proper regulations).  If they were captured by the
enemy themselves, the Letters provided them the
protection of the United States — they were treated as
prisoners of war rather than common pirates.

The incentives provided by prizes may induce
many people today to equate early naval officers,
sailors, and especially privateers with paid mercenaries.
This correlation, though perhaps accurate on many
important points, did not then denote such generally-
disparaging implications which mercenaries have today.
Success is simply most probable when it is properly
acknowledged and rewarded.  Both civil offices and
military service then commonly paid according to
variable scales, depending upon work performed and
success.
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17.  4 Journals 35 @ 36 - 37. 

18.  Articles VI and IX of the Articles of Confederation and Article I,
Section 8, Clause 11 of the Constitution authorize(d) the issuance of
Letters of Marque and Reprisal.

16.  Land values were extremely low then, as so much unused
land was available.  One cannot take today’s high values for
land and extrapolate our situation to theirs, likely limiting its use.



Like any good bankrupt with greater need than
money, Congress continuously sought to pay in the
future what they could not afford in the present.  Thus
developed the first military pensions.  Further
inducements were needed to keep military officers active
in the service of the United States; for the pay was
essentially non-existent, the provisions sparse, and the
conditions brutal.

On May 15, 1778, Congress resolved that any
military officer who continued in service to the
conclusion of the war would receive half pay for seven
years following the war.  A number of qualifications were
given — one being "if they live so long".  They also had
to actually reside in "some one of the United States".
Another requirement was that they could not later hold
any office of profit under the United States or any of
them (no "double-dipping" — no drawing of a military
pension while also drawing a civil government salary).

Non-commissioned officers and soldiers who "shall
continue therein to the end" were to receive "further
reward of eighty dollars at the expiration of the war".18

On August 11, 1779, Congress resolved that officer's
half-pay would "continue for life" and removed the
restriction preventing double-dipping.19

On January 17, 1781, Congress extended benefits to
the officers and medical staff in the hospital department
who likewise persevered until the conclusion of the war.20

On March 22, 1783, Congress authorized five years
full pay in money or interest-bearing securities in lieu of
half pay for life (the option determined by military lines
in the separate States, rather than by individual decisions
of the officers in those lines).21

War is bloody and it is expensive — the quest for
independence proved no exception on either account.
Continental currency, lotteries, domestic loans, foreign
bills of exchange, bounties, prizes and pensions were all
methods used to meet expenses with varying degrees of
success.  However, these methods still came up short.

Another means used to fund the military quest for
independence represented the darker side of obtaining
funds — military requisitions (here, in essence, meaning
military confiscation).

An April 18, 1781 Congressional report, given by
the committee appointed "to estimate and state the
amount of the debts due from the United States"
provided a cursory look at the methods attempted by
Congress to raise sufficient revenue.

After explanation of failed method after explanation
of failed method, the report stated:

"The army was in such extremity for want of
provisions, that the Commander in Chief was reduced
to the sad alternative, either to suffer it to disband, or
to collect supplies by military force. He preferred the
latter, and the inhabitants of New York and New
Jersey, though they felt the injury, saw the necessity,
and patiently submitted." 22

Perhaps sadder words could not be succinctly written
which would show the level of desperation undoubtedly
felt by Washington — to be reduced to taking by force
that which was needed for the war effort.

Government securities, of course, were given to the
owners of such confiscated property promising future
payment 23, but everyone involved knew that such
promises of repayment would be drastically discounted
from face value.

Should the new-found holders of those investment
securities need ready-money before the government could
properly fulfill those securities hopefully at face value and
at interest, then they would suffer great financial loss
from deep discounts to current market value.

Owners of valuable personal property, to various
degrees dependent upon their location, suffered from
such military requisitions in the name of preserving the
balance of their property from a foreign government
which would not allow their liberty.

This confiscation could prove difficult to validate in
principle, in that it was based arbitrarily upon immediate
government need and the convenience that the property
presented itself.

Even the least-uniform Excise provided better
uniformity than requisitions.  Disproportionate loss of
property was but a fraction of the ultimate cost given by
the many brave men who gave their very lives to ensure
the freedom of their families and those who came later,
however.
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18.  11 Journals 501 @ 502.

19.  14 Journals 944 @ 949

20.  19 Journals 64 @ 68 - 69.

21.  24 Journals 206 @ 207 - 210.

Requisitions

22.  19 Journals 402 @ 410.

23.  That Army certificates were given for the confiscated property is
keeping in line with the principle later clearly established by the Fifth
Amendment, that no private property shall "be taken for public use
without just compensation".

Military Pensions

Even the least-uniform Excise provided
better uniformity than requisitions.



The charge given to the delegates attending the
Constitutional Convention was to provide a report
making provisions to "render the federal Constitution
adequate to the exigencies of Government, and the
preservation of the union".24

By 1787, the greatest exigency remaining was the
overdue debts of the United States. Thus, the purpose
most pressing for establishing the Constitution was to
provide a structure of government capable of paying them.

Clause 1 of Article VI of the Constitution as later
established provided for what amounted to be a
constitutional ratification of the debts of the United
States, stating:

"All Debts contracted and Engagements entered
into, before the Adoption of this Constitution, shall
be as valid against the United States under this
Constitution, as under the Confederation."

The Congress, by the express terms of the
Constitution, were therefore obligated to honor the past
debts of the United States and provide for repayment.

This war-related debt, as noted simply and
accurately by Hamilton, was "the price of liberty".25

Though the debts were justified, and the repayment
of them proper, they were being deferred under the
Confederate Congress due to Congress' inability to raise
the necessary funds.  This deferral discounted their
value, further amplifying the souring economic situation.

Before delving deeply into the power to borrow
money under the Constitution, it is helpful to have an
idea of the debts of the United States near the time of
the Convention.  The early debt figures are often of
questionable accuracy not only due to inadequate
compilation, but the necessity of estimating the value of
the debt instruments themselves (from depreciation).

The Continental Congress issued the following debt
summary (estimates only): 26

$26 million in acknowledged debts by 1781
exceeded the ability of the States to pay (as the severe
discounts in the securities from their face value
compared with their market value in gold or silver [up
to 75:1] prove).

Of course, the face value of the debt certificates
issued by Congress which circulated in the market was
a very large multiple of the $26 million listed.

Even though the 1781 debts greatly exceeded
Congress’ ability to pay, the debts would yet double
and even triple before both the war concluded and
an economically-viable government would be
established.

One of the earliest figures giving an accurate
account of debt of the United States was provided using
January 1, 1790 as the date of valuation.27

The House Report giving these figures detailed the
debt level as actually later assumed by the United States,
thereby best-establishing the actual (legal) debt level.28

Since little debt had been paid off previous to this
date, this report gives a good indication of amounts
borrowed since the beginning of American government.
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Debt

"The debt of the United States…
was the price of liberty."

Secretary of the Treasury Alexander Hamilton

24.  32 Journals 71 @ 74.

25.  American State Papers, Finance Series, Volume I, 1 st Congress,
2 nd Session, House Report # 6 "Public Credit ", Pg. 15.

26.  19 Journals 160 @ 162 - 166.  

27.  The "Liquidated" debt of the United States is that debt which
the United States expressly acknowledged and for which provision
was made for its liquidation, or repayment.  This liquidated debt
consisted of loans (principal and interest) and debts (owed for the
back-payment of goods previously supplied [but not yet paid] or
services previously performed [and also remaining unpaid]).

Secretary of the Treasury Alexander Hamilton did not provide
direct provision in his recommendations to Congress for the
repayment of Continental Currency (Bills of Credit); this currency
was therefore included in the "unliquidated part of the domestic
debt".  The amounts owed were not ascertained, but estimated at
$2,000,000.  This sum would therefore be in addition to the $75
million stated below.

$26 Million Dollars of Government Debts
were acknowledged by Congress in 1781

Face Value Specie Value

Foreign Debt
French Bills of Exchange $2,066,813
Spanish Bills of Exchange $518,502
Dutch Bills of Exchange $543,428

$3,128,743
Domestic Debt

Loan Office Certificates $60,558,444 @ 5.31:1 $11,391,564

Bills of Credit $200,000,000 @ 20:1 $10,000,000
Arrears in Army Pay $1,000,000

Interest on Loan Office 
Certificates $244,683
Army Certificates $63,966,156 @ 75:1 $852,822

$26,617,812

1781 Public Debt Estimates
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28.  American State Papers, Finance Series, Volume I, 4 th Congress,  2 nd Session, House Doc. # 106 "Public Debt ", Pg. 481 @ 481 - 483.

29.  It appears that the number given within the Report for a reduction of principal by payment in certificates for public lands ($969,015.44)
transposed the numbers 0 and (the second) 9 (as well as off by $.10).  The number shown above ($960,915.34) is corrected from the report
by deducting $8,100.10.

Foreign Debt $12,198,190

     Due France $7,895,300

          Loans Livres

               November 5, 1781 (up to?) 10,000,000

               September 3, 1783 18,000,000

               January 1, 1784 6,000,000

          Supplies 532,364

          Arrears in Interest 8,967,913

Total Livres 43,500,277

at 18.15 cents/Livre, equals $7,895,300

     Due Holland $3,863,000
           Loans Guilders

               June 11, 1782 5,000,000

               March 9, 1784 2,657,500

               June 1, 1787 1,000,000

               March 13, 1788 1,000,000

Total Guilders 9,657,500

at 40 cents/Guilder, equals $3,863,000

     Due Spain $439,889

         Total Foreign Debt $12,198,190

Domestic Debt $63,216,238

   Principal
$45,023,842

       Certificates  $27,197,490

             Loan Office Certificates (old emissions, reduced to specie value) $11,463,802

             Loan Office Certificates (new emissions, in specie value) $128,960

             Army Certificates $10,967,146

             State Commissioner Certificates $3,723,625

             Register of the Treasury Certificates $715,704

             Army Staff Certificates $1,159,170

                 Sub-Total $28,158,405

             Deduct certificates accepted for payment of public lands
 29 -$960,915

               Total Certificates $27,197,490

        Assumed Debt of States $12,181,254

        Balance owed to Creditor States $3,517,584

        Claims for unpaid services & supplies $2,127,514

          Total Principal $45,023,842

   Interest $18,192,396

        Accumulated Interest $11,398,319

        Interest on Assumed Debt of States $6,090,561

        Interest on Balance Owed to States $703,517

            Total Interest $18,192,396

             Total Domestic Debt $63,216,238

Total Debt as of  January 1, 1790 $75,414,428

Liquidated Debt of the United States         
as of                                             

January 1, 1790                                    
(after assumption of State war debts)



The Confederate Congress had no means to levy
Taxes, Duties or Excises directly upon individuals,
though they had sought such ability.30 The Articles of
Confederation allowed Congress, when nine States were
in agreement, to lay requisitions upon the States for
needed funds.

The manner for determining the amount due from
each State was detailed in the Eighth of the Articles:

"All charges of war, and all other expenses that
shall be incurred for the common defence or general
welfare, and allowed by the United States in
Congress assembled, shall be defrayed...in proportion
to the value of all land within each state, granted to or
surveyed for any person, as such land and the
buildings and improvements thereon shall be
estimated according to such mode as the United
States in Congress assembled, shall from time to
time direct and appoint."

As detailed earlier, the Confederate Congress later
proposed that apportionment be changed from being
based upon lands to being based upon population.31

Though not all of the State legislatures ratified this
proposal (the Articles of Confederation required
unanimity to change them), the Confederate Congress
nevertheless proceeded to use State population figures for
determining the amount due from a State.32

Dealing with States essentially sovereign in nature,
however, meant that there was little enforcement
capability should any State fail to provide their
appropriate share.  Many States paid what they could
when they could, but failure of some further defeated the
chance of future payment for others.

Article VII of the Constitution declares that the
Constitution would be established (between the States so
ratifying the same) upon the ratification of nine State
conventions.  Thereafter, government could begin.

On March 4, 1789, a Congress of the 11 States
which had ratified the Constitution to date began at New
York (North Carolina and Rhode Island absent).33

A President was elected according to proper form;
George Washington took his Oath of Office on April 30,
1789.  The supreme Court Justices were nominated and
then confirmed by the Senate, with the Court first
assembling on February 1, 1790.

Work began in earnest to devise a plan to bring
current the overdue debts.  The House of Representatives
formally requested Secretary of the Treasury Alexander
Hamilton to detail such a plan.

Hamilton rose to the occasion and set about his task
of devising a system of credit to augment (proponents of
hard money would perhaps say, undermine) the
monetary supply of the nation.34

In a 1790 House Report, Hamilton detailed his plan
which utilized the federal government's debt to support
and supplement the monetary base.35

Given the Herculean task confronting the Secretary
of the Treasury (previous attempts to stabilize the
financial condition of the United States had been
altogether unsuccessful), perhaps Hamilton would be
criticized no matter his recommendations, which were
bound to be viewed as drastic.

On August 4, 1790, Congress carried out many of
the Secretary's provisions for the payment of the debts of
the United States — Congress finally made a significant
step to begin building a capable financial base.

Like every foundation upon which a building is
built, the integrity of the structure is greatly dependent
upon the integrity of the foundation.

Perhaps the financial base laid by Hamilton was a
necessary ramification of the war for independence, but
this does not necessarily mean that it was the design best
kept in place once the United States were on sound
financial footing.
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30.  On April 18, 1783 (24 Journals 256 @ 257), the Congress
resolved (subject to approval by every State legislature) to invest the
United States in Congress assembled with the power to levy Duties.

31.  See Beacon I:7:5;  24 Journals 256 @ 259 - 261.

32.  This failure to abide by the express terms of the Confederation
likely contributed to some States not paying their future
"appropriate" share.

33.  The House met and adjourned daily (Sundays excepted) until a
quorum could be met; a quorum was finally met and the business of
the House began on April 1, 1789.  The Senate met and adjourned
daily as above until a quorum was met on April 6, 1789.

34.   Coupled with Hamilton's later strong support for a federally-
chartered private bank which circulated debt-based currency,
Hamilton clearly supported the use of government debt to serve as
an asset base for a large percentage of circulating money.

35.  American State Papers, Finance Series, Volume 1,
1 st Congress, 2 nd Session, House Document # 6,
"Public Credit ",   Page 15.  January 9, 1790.
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