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Main Ideas

1. What is the state of US ‘wealth’ at the time of Hamilton’s report?

________________________________________________________________________________
2. What is Hamilton referring to when he uses the phrase “borrow upon good terms?”
________________________________________________________________________________
3. How would an “extravagant premium” be bad for a country wanting to borrow money?  
________________________________________________________________________________
4. What does Hamilton believe the US should do to have its credit “quickly be established?”
________________________________________________________________________________
5. List two “great and invaluable ends” that Hamilton feels would be gained by the US taking on the public debt:

a. _____________________________________________________________________

b. _____________________________________________________________________
6. List Hamilton’s three “obvious benefits” to establishing public debt:

a. _____________________________________________________________________

b. _____________________________________________________________________

c. _____________________________________________________________________
Critical Thinking

7. In your opinion, why might Hamilton’s statement of “instantaneous” benefits be unrealistic?
________________________________________________________________________________
Alexander Hamilton’s Report on the Public Credit 

The First Report on Public Credit was the first of three major reports on economic policy issued by US Treasury Secretary Alexander Hamilton on the request of Congress. The report analyzed the financial standing of the country and made recommendations for the retirement of the national debt. Commissioned by the House of Representatives on September 21, 1789 and presented January 14, 1790, this 140,000-word document was the first proposed federal assumption of state debt.
In a country, which, like this, is possessed of little active wealth, or in other words, little monied capital, the necessity for that resource, must, in such emergencies, be proportionably1 urgent.  And as on the one hand, the necessity for borrowing in particular emergencies cannot be doubted, so on the other, it is equally evident, that to be able to borrow upon good terms, it is essential that the credit of a nation should be well established.

For when the credit of a country is in any degree questionable, it never fails to give an extravagant premium2, in one shape or another, upon all the loans it has occasion to make. Nor does the evil end here; the same disadvantage must be sustained upon whatever is to be bought on terms of future payment.

From this constant necessity of borrowing and buying dear, it is easy to conceive how immensely the expences of a nation, in a course of time, will be augmented by an unsound state of the public credit…Every breach of the public engagements, whether from choice or necessity, is in different degrees hurtful to public credit…A general belief, accordingly, prevails, that the credit of the United States will quickly be established on the firm foundation…for the existing debt….To justify and preserve their confidence; to promote the encreasing respectability of the American name; to answer the calls of justice; to restore landed property to its due value; to furnish new resources both to agriculture and commerce; to cement more closely the union of the states; to add to their security against foreign attack; to establish public order on the basis of an upright and liberal policy. These are the great and invaluable ends to be secured, by a proper and adequate provision, at the present period, for the support of public credit.

The benefits of this are various and obvious.

First. Trade is extended by it…Secondly. Agriculture and manufactures are also promoted by it…Thirdly. The interest of money will be lowered by it; for this is always in a ratio, to the quantity of money, and to the quickness of circulation. This circumstance will enable both the public and individuals to borrow on easier and cheaper terms.  And from the combination of these effects, additional aids will be furnished to labour, to industry, and to arts of every kind…This distinction which has been little if at all attended to, is of the greatest moment. It involves a question immediately interesting to every part of the community; which is no other than this--Whether the public debt, by a provision for it on true principles, shall be rendered a substitute for money; or whether, by being left as it is, or by being provided for in such a manner as will wound those principles, and destroy confidence, it shall be suffered to continue, as it is, a pernicious drain3 of our cash from the channels of productive industry.

It ought not however to be expected, that the advantages, described as likely to result from funding the public debt, would be instantaneous...
From The Papers of Alexander Hamilton. Edited by Harold C. Syrett et al. 26 vols. New York and London: Columbia University Press, 1961—79; 6:67—72; 9 Jan. 1790. 
1. proportionably: proportionally 
2. extravagant premium: charging the highest rate possible.

3. pernicious drain: a very harmful drain.
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