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WASHINGTON,
Oct. 1% 1814.

SIR,
THE committee of ways and means have had

under their consideration, the support of public ere*

dit by a system of taxation more extended than the

one heretofore adopted. They have determined to

suspend proceeding on their report at present before

the house of representatives, with a view to afford

you an opportunity of suggesting any other, or such

additional provisions as may be necessary to revive

and maintain unimpaired the public credit.

I have the honor to be,

Your most obedient,

JOHN W. EPPE&

Honorable Mr* Dallas,

Secretar
if of the Treasury*
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TREASURY DEPARTMENT,
October 17, 1814.

SIR,
I HAVE the honor to acknowledge the re-

ceipt of your letter, dated the 14th inst. and, aware
of the necessity for an early interposition of congress

on the subject to which it relates, 1 proceed, at the

moment of entering upon the duties of office, to offer

to the consideration of the committee of ways and
means, an answer on the several points of their inquiry.

Contemplating the present state of the finances, it

is obvious, that a deficiency in the revenue, and a de-

preciation in the public credit, exist from causes which
cannot in any degree be ascribed, either to the want of

resources, or to the want of integrity in the nation. Dif-

ferent minds will conceive different opinions in rela-

tion to some of those causes ; but it will be agreed on
all sides, that the most operative have been the in-

adequacy of our system of taxation to form a foun-

dation for public credit ; and the absence even from

that system of the means which are best adapted to

anticipate, collect and distribute the public revenue.

The wealth of the nation, in the value and products

of its soil, in all the acquisitions of personal property,

and in all the varieties of industry, remains almost

untouched by the hand of government ; for, the na-

tional faith, and not the national wealth, has hitherto

been the principal instrument of finance. It was rea-

sonable, however, to expect, that a period must occur

in the course of a protracted war, when confidence in

the accumulating public engagements could only be
secured by an active demonstration, both of the capa-

city and the disposition to perform them. In the pre-

sent state of the treasury, therefore, it is a just con*

solation to reflect, that a prompt and resolute applica-

tion of the resources of the country will effectually
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relieve from every pecuniary embarrassment, and vin-

dicate the fiscal honor of the government.
But it would be vain to attempt to disguise, and it

would be pernicious to palliate the difficulties which
are now to be overcome. The exigencies of the go-

vernment require a supply of treasure for the prose-

cution of the war, beyond any amount which it would
be politic, even if it were practicable, to raise by an
immediate and constant imposition of taxes. There
must, therefore, be a resort to credit, for a consider-

able portion of the supply. But the public credit is

at this juncture so depressed, that no hope of ade-

quate succour, on moderate terms, can safely rest up-

on it. Hence, it becomes the object first and last in

every practical scheme of finance, to re-animate the

confidence of the citizens ; and to impress on the mind
of every man, who, for the public account, renders

services, furnishes supplies, or advances money, a

conviction of the punctuality as well as of the secu-

rity of the government. It is not to be regarded, in-

deed, as the case of preserving a credit which has ne-

ver been impaired, but rather as the case of rescuing

from reproach a credit over which doubt and appre-

hension (not the less injurious, perhaps, because they

are visionary) have cast an inauspicious shade. In
the former case, the ordinary means of raising and
appropriating the revenue, will always be sufficient

;

but in the latter case, no exertion can be competent

to attain the object, which does not quiet, in every

mind, every fear of future loss or disappointment, in

consequence of trusting to the pledges of the public

faith.

The condition of the circulating medium of the

country, presents another copious source of mischief

and embarrassment. The recent ex portations of

specie have considerably diminished the fund of gold

and silver coin ; and another considerable portion of

that hm<\ has been drawn, by the timid and the wary,

from the use of the community, into the private cof~
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fers of individuals. On the other hand, the multipli-

cation of banks in the several states has so increased

the quantity of paper currency that it would be dif-

ficult to calculate its amount; and still more difficult to

ascertain its value, with reference to the capital on
which it has been issued. But the benefit of even thie

paper currency is in a great measure lost, as the sus-

pension of payments in specie at most of the banks

has suddenly broken the chain of accommodation,

that previously extended the credit and the circulation

of the notes which were emitted in one state into every

state of the union. It may in general be affirmed,

therefore, that there exists at this time no adequate

circulating medium common to the citizens of the

United States. The monied transactions of private

life are at a stand ; and the fiscal operations of the

government labour with extreme inconvenience. It

is impossible that such a state of things should be
long endured ; but, let it be fairly added, that with

legislative aid it is not necessary that the endurance
should be long. Under favorable circumstances, and
to a limited extent, an emission of treasury notes

would, probably, afford relief; but treasury notes are

an expensive and precarious substitute, either for coin

or for bank notes, charged as they are with a growing
interest, productive of no countervailing profit, or

emolument, and exposed to every breath of popular
prejudice or alarm. The establishment of a national

institution, operating upon credit combined with capi-

tal, and regulated by prudence and good faith, is, after

all, the only efficient remedy for the disordered con
dition of our circulating medium. While accomplish-

ing that object, too, there will be found, under the

auspices of such an institution, a safe depository for

the public treasure, and a constant auxiliary to the

public credit. But whether the issues of a paper
currency proceed from the national treasury, or from
a national bank, the acceptance of the paper in a
course of payments and receipts must be . forever
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optional with the citizens. The extremity of that day
cannot be anticipated, when any honest and en-

lightened statesman will again venture upsn the des-

perate expedient of a tender law.

From this painful, but necessary developement of

existing evils, we pass, with hope and confidence, to

a more specific consideration of the measures from
which relief may be certainly and speedily derived.

Remembering always, that the objects of the govern-

ment are to place the public credit upon a solid and
durable foundation ; to provide a revenue commensu-
rate with the demands of a war expenditure ; and to

remove from the treasury an immediate pressure, the

following propositions are submitted to the committee,

with every sentiment of deference and respect.

PROPOSITIONS.

I. It is proposed, that, during the war, and until

the claims contemplated by the proposition are com-

pletely satisfied, or extinct, there shall be annually

raised by taxes, duties, imposts, aud excises, a fund

for these purposes

:

1. For the support of government, . gl,500,000

2. For the principal and interest of the

public debt, existing before the de-

claration of war, and payable ac-

cording to the contract, . 3,500,000

3. For the interest of the public debt

contracted, and to be contracted, by
loans, or otherwise, from the com-
mencement to the termination of the

war, calculated upon an annual prin-

cipal of 73 millions of dollars, . 4,320,00(1

4. For the payment of treasury notes,

with the accruing interest, . 7^00,000
5. For the payment of debentures to be

issued (as is hereinafter proposed)

for liquidated balances, due to indi-
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viduals, on account of services or

supplies, authorized by law, but

either not embraced by a specific ap-

propriation, or exceeding the sum
appropriated, . . . £80,000

6. For a current addition to the sums
raised by loan, or issues of treasu-

ry notes, towards defraying the ge-

neral expenses of the war, . 2,000,000
7. For the gradual establishment of a

sinking fund, to extinguish the debt

incurred during the war, . 500,000
8. For a contingent fund, to meet sud-

den and occasional demands upon
the treasury, . . 1,500,000

$21,000,000

II. It is proposed, that, during the war, and until

the claims contemplated by the preceding proposi-

tion are completely satisfied, or other adequate funds

shall be provided and substituted by law, there shall

be annually raised, by the means here specified; the

following sums

:

1. By the customs (which cannot be
safely estimated, during the war, at

a higher product) . . $4,000,000
2. By the existing internal duties, . 2,700,000
8. By the existing direct tax, . 2,500,000
4. By the sales of public lands (which

cannot be safely estimated, during
the war, at a higher product) . 800,000

5. By an addition to the existing direct

tax of 100 per cent. . . 2,850,000
6. By an addition of 100 per cent, on

the present auction duties, . 150,000

7. By an addition of 100 per cent, on
the existing duties upon carriages, 200,000

%
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8. By an addition of 50 per cent, on the

existing duties on licenses to retail

wines, spirituous liquors, and fo-

reign merchandise, . . 800,000
9- By an addition of 100 per cent, on

the existing rate of postage, . 500,000
10. By the proceeds of the new duties

specified in the annexed schedule,

marked A, making in the aggregate, 7>000,000

8 21,000,000

HI. It is proposed, that a national bank shall be
incorporated for a term of twenty years, to be esta-

blished at Philadelphia, with a power to erect offices

of discount and deposit elsewhere, upon the follow-

ing principles :

1. That the capital of the bank shall be fifty mil-

lions of dollars, to be divided into 100,000 shares

of 500 dollars each. Three-fifths of the capital,

being 60,000 shares, amounting to 30,000,000 of

dollars, to be subscribed by corporations, com-
panies or individuals : and two-fifths of the capi-

tal, being40,000 shares, amounting to 20,000,000
of dollars, to be subscribed by the United States.

% That the subscriptions of corporations, compa-
nies and individuals, shall be paid for in the

following manner

:

One-fifth part, or 6,000,000, in gold or silver

coin. *

Four-fifth parts, or 24,000,000, in gold or sil-

ver coin, or in six per cent, stock issued

since the declaration of war, and treasury

notes, in the proportion of one-fifth in trea-

sury notes, and three-fifths in six per cent,

stock.

3. That the subscriptions of corporations, compa-
nies and individuals, shall be paid at the follow-

ing periods

:



&0 dollars on each share, to be
paid at the time of subscrib-

ing, in gold or silver coin, 1,200,000
40 dollars on each share, to be

paid in gold or silver coin, 1

month after the subscription, 2,400,000
40 dollars on each share, in two

months after the subscription,

in gold or silver coin, . 2,400,000

100 dollars, specie, 6,000,000
100 dollars on each share, in gold

or silver coin, or in six per

cent, stock, or in treasury

notes, according to the pre-

ceding apportionment, to be

paid at the time of subscrib-

ing, .... 6,000,00Q
150 dollars on each share, to be

paid in like manner, in two
months after subscribing, 9,000,000

150 dollars on each share, to be
paid in like manner, in three

months after subscribing, 9,000,000

500 dollars, g 30,000,000

4. That the subscription of the United States shall

be paid in six per cent, stock, at the same pe*

riods and in the same proportions, as the pay-

ments of private subscriptions, in stock and trea-

sury notes.

$. That the United States may substitute six per

cent, stock, for the amount of the treasury

notes subscribed by corporations, companies,

and individuals, as the notes respectively be-

come due and payable.

6. That the bank shall loan to the United States

30,000,000, at an interest of six per cent, at such
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periods, and in such sums, as shall be found
mutually convenient.

7. That no part of the public stock, constituting a

portion of the capital of the bank, shall be sold

during the war ; nor at any subsequent time, for

less than par ; nor at any time to an amount ex-

ceeding one moiety, without the consent of Con-
gress.

8. That provision shall be made for protecting the

bank notes from forgery ; for limiting the issue

of bank notes ; and for receiving them in all

payments to the United States.

9. That the capital of the bank, its notes, deposits,

dividends, or profits (its real estate only^except-

ed), shall not be subject to taxation by the Uni-
ted States or by any individual state.

10. That no other bank shall be established by
Congress, during the term for which the national

bank is incorporated.

11. That the national bank shall be governed by
fifteen directors, being resident citizens of the

United States and stockholders. The Presi-

dent of the United States shall annually name
five directors, and designate one of the five to be

the president of the bank. The other directors

shall be annually chosen by the qualified stock-

holders, in person or by proxy, if resident with-

in the United States, voting upon a scale gra-

duated according to the number of shares which
they respectively hold. The cashier and other

officers of the bank to be appointed as is usual

in similar institutions.

12. That the directors of the national bank shall

appoint seven persons, one of whom to preside,

as the managers of each office of discount and
deposit, and one person to be the cashier.

13. That the general powers, privileges, and re-

gulations of the bank, shall be the same as are

usual in similar institutions ; but with this spe-
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-ial provision, that the general accounts shall be
subject to the inspection of the Secretary of the

Treasury.

IV. It is proposed, that, after having thus provid-

ed for the punctual payment of the interest upon eve-

ry denomination of public debt ; for raising annually
a portion of the annual expense, by taxes ; for esta-

blishing a sinking fund, in relation to the new debt,

as well as in relation to the old debt ; and for secur-

ing to the public the efficient agency of a national

bank ; the only remaining object of supply shall be
accomplished by annual loans, and issues of treasu-

ry notes, if, unexpectedly, such issues should conti-

nue to be necessary or expedient.

1. The amount of annual expenditure during the

war, exceeding the sums provided for, does not

admit of a prospective estimate beyond the year
1815 ; but for that year it may be estimated with
sufficient accuracy for the general purposes of

the present communication, at 8 28,000,000

3. Then for the year 1815, an additional provision

must be made, authorizing a loan and the issue of

treasury notes, to an equal amount 8 28,000,000

V. It is proposed that the accounts for authorized

expenses being duly stated and settled, a certificate

or debenture, shall issue to the accountant specifying

the balance ; and that in all cases, where there has
been no specific appropriation, or the claim exceeds
the amount of the sum appropriated, the balance shall

bear an interest of 3 per cent, until provision is made
by law for paying the amount.
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These estimates, however, it will be observed, are

made with a view, simply, to the appropriations by

law for the expenses of the year 1814; and do not

embrace a provision to satisfy balances of appropria-

tions made for the expenses of preceding years

which have not been called for at the treasury. But

it will, probably, be deemed expedient to make such

provision by extending the new authority to borrow

from the above balance, to 6,000,000. If the 6 per

cent, stock which has been sent to Europe should be

there disposed of, it will form an item in the estimates

of the ensuing year.

As a portion of the amount to be provided during

the present quarter, consists of treasury notes which
will soon be due, it will be adviseable to make them
receivable in subscriptions to the loan.

It is proper to accompany these propositions with

a few explanatory remarks.

1. The first proposition contemplates a permanent

system ; but the estimate of the particular items of

claims and demands upon the public, must be re-

garded as immediately applying to the year 1815.

In every subsequent year there will necessarily be
some variation : as, for instance, the item of interest

on the old debt will annually sink, while the item of

interest on the new debt will annuallv rise during the

continuance of the war.

The items for annually raising a portion of the

public expenses by taxes, and for applying to the new
debt a sinking fund (gradually increasing, until it

becomes commensurate to its object) are essential fea-

tures in the plan suggested, with a view to the revival

and maintenance of public credit The extinguish-

ment of the old debt is already in rapid operation by
the wise precaution of a similar institution,

2. The second proposition will, doubtless, gen-

erate many aud very various objections. The en-

deavour has been, however, to spread the general

amount of the taxes over a wide surface with a haml
3
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as light and equal as is consistent with convenience

in the process, and certainty in the result.

All the opportunities of observation, and all the

means of information that have been possessed, leave

no doubt upon the disposition of the people to contri-

bute generously for relieving the necessities of their

country ; and it has been thought unworthy of that pa-

triotic disposition to dwell upon scanty means of sup-

ply, or short lived expedients. Whenever the war
shall be happily terminated in an honorable peace,

and the treasury shall be again replenished by the tri-

butary streams of commerce, it will be at once a duty

and a pleasure to recommend an alleviation, if not an
entire exoneration of the burthens which necessarily

fall at present upon the agriculture and manufactures

of the nation,

3. In making a proposition for the establishment of

a national bank, I cannot be insensible to the high

authority of the names which have appeared in oppo-

sition to that measure upon constitutional grounds.

It would be presumptuous to conjecture that the sen-

timents which actuated the opposition have passed

away ; and yet it would be denying to experience a

great practical advantage, were we to suppose that a

difference of times and circumstances, would not

produce a corresponding difference in the opinions

of the wisest, as well as of the purest men. But
in the present case, a change of private opinion is

not material to the success of the proposition for

establishing a national bank. In the administration

of human affairs, there must be a period when dis-

cussion shall cease and decision shall become abso-

lute. A diversity of opinion may honorably survive

the contest ; but, upon the genuine principles of a

representative government, the opinion of the majo-

rity can alone be carried into action. The judge,

who dissents from the majority of the bench, changes

hot his opinion, but performs his duty, when he en-

forces the judgment of the court, although it is contra-
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vj to his own convictions. An oath to support the

constitution and the laws, is not, therefore, an oath to

support them under all circumstances, according to

the opinion of the individual who takes it, but it is,

emphatically, an oath to support them according to

the interpretation of the legitimate authorities. For
the erroneous decisions of a court of law, there is the

redress of a censorial, as well as of an appellate ju-

risdiction. Over an act, founded upon an exposition

of the constitution, made by the legislative depart-

ment of the government, but alleged to be incorrect,

we have seen the judicial department exercise a re-

medial power. And even if all the departments, le-

gislative, executive, and judicial, should concur in

the exercise of a power, which is either thought to

transcend the constitutional trust, or to operate inju-

riously upon the community, the case is still within

the reach of a competent control, through the medium
of an amendment to the constitution, upon the propo-
sition, not only of Congress, but of the several states.

When, therefore, wc have marked the existence of a
national bank for a period of twenty years, with all

the sanctions of the legislative, executive, and judi-

cial authorities ; when we have seen the dissolution

of one institution, and heard a loud and continued

call for the establishment of another; when, under
these circumstances, neither Congress, nor the seve-

ral states, have resorted to the power of amendment 5

can it be deemed a violation of the right of private

opinion, to consider the constitutionality of a national

bank, as a question forever settled and at rest?

But, after all, I should not merit the confidence,

which it will be my ambition to acquire, if I were to

suppress the declaration of an opinion, that, in these

times, the establishment of a national bank will not

only be useful in promoting the general welfare, but

that it is necessary and proper for carrying into exe

cution.some of the most important powers constittv*

tionally vested in the government
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Upon the principles and regulations of the national

bank, it may be sufficient to remark, that they will be

best unfolded in the form of a bill, which shall be im-

mediately prepared. A compound capital is suggest-

ed, with a design equally to accommodate the sub-

scribers, and to aid the general measures, for the re-

vival of public credit ; but the proportions of specie

and stock may be varied, if the scarcity of coin should

render it expedient
;
yet not in so great a degree, as

to prevent an early commencement of the money ope-

rations of the institution.

4. The estimates of receipts, from established

sources of revenue, and from the proposed new du-

ties ; and the estimates of expenditures, on all the

objects contemplated in the present communication
;

have been made upon a call so sudden, and upon
materials so scattered, that it is not intended to claim

a perfect reliance on their accuracy. They are, how-
ever, believed to be sufficiently accurate to illustrate

and support the general plan, for the revival of the

public credit, the establishment of a permanent sys-

tem of revenue, and the removal of the immediate
pressure on the Treasury.

Upon the whole, sir. I have freely and openly as-

sumed the responsibility of the station, in which I

have the honor to be placed. But conscious of the

imperfections of the judgment that dictates the an-

swer to the important inquiries of the Committee of

Ways and Means, I derive the highest satisfaction

from reflecting, that the honor and safety of the na-

tion, for war, or for peace, depend on the wisdom,
patriotism, and fortitude of Congress, during times

which imperiously demand a display of those quali-

ties, in the exercise of the legislative authority.

I have the honor to be.

Very respectfully, sir.

Your most obedient servant,

A. J. DALLAS.
«/. W. Eppes, e?q.

Chairman of the Committee of Ways 8£ Means.
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A.

Schedule of new taxes referred to in the letter of the

Secretary of the Treasury to the chairman of the

Committee of Ways and Means, in which the taxes

proposed in the report of the committee to the house

of representatives on the iOth instant, are princi*

pally adopted.

L On spirits distilled from domestic or foreign mate-

rials 25 cents per gallon, computed on 24,000,000
gallons

;
provided the present tax on the capacity

of the still should be continued. If it is thought
best to lay the tax entirely on the liquor, then the

tax on the capacity of the stills to be taken off', and
30 cents per gallon to be laid on the liquor. For
the present estimate, it is taken at 25 cents per
gallon, g 6,000,000

2. On porter, ale and strong beer, 2 cents

per gallon, computed on 6,000,000 gal-

lons, 120,000
3. On manufactured tobacco and snuff,

averaged at 5 cents per pound, and
computed on 10,000,000 pounds, . 500,000

4. On leather of various kinds, averaged
at 3 cents per pound, and computed on
20,000,000 pounds, .... 600,000

5. On pig-iron at g 1 50 per ton, com-
puted on 300,000 tons, . . . 450,000

G. On paper, at various rates, averaging

7 per cent, on the value of the article,

computed on the annual manufacture of

the value of 2,500,000 dollars, . 175,000
7- On playing cards, at 25 cents per

pack, computed on 400,000 packs, 100,000
8. On counsellors and attornies at law,

process in suits at law and equity, pro-

ceedings in admiralty, arbitrations and
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references, and other legal proceedings

in the courts of the United States, 300,000
9. On conveyances, mortgages and other

contracts relating tp real estate, . 250,000

S 8,495,000
The sum to be raised by new taxes

according to the estimates of the secreta-

ry's letter, is . . . . 7,000,000

Leaving a surplus for the expenses

of collection and errors in the estimates

of, -. 1,495,000
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