<> Hamilfon'skinancial Plan —<=>

As fresident George \/\laswndgfon was faced with many challenaes. Washinaton's

stren were in the miIiJrary an Inandling foreign affairs.” Washingron relied on a ke
member of his cabinet for assistance with domestic issues, his Treasury Secremry. At only
32, Alexander Hamiton was tasked with creaﬁng a financial Plan for the New Republic. The
United States of America owed milions of dolars from the American Revolution. In addition
To extensive debt, the United States was Tmnsiﬁoning from a barterin economy 10 a
capitalist economy - an econoimy based on money. Alexander Hamifon bélieved in ‘a styon
central ?Sve\mmen)r That would pay al its debts and help build a stable economy based on
manufac ring. Hamitron Presenfed several ideas 1o Congress To create a stable econommy.

7 e Part One - In addition to the la\@e debt the gove\mmerfr owed, it had an issue §

with credit - no one wanted 1o lend the US advernment money. Homitron wanted
10 assume (toke over) the entire debt of thé federal and state governments.
Once the debt was assumed, the federal aovernment could sell bonds to repa

the debt. The repa\/merfr of these debts would prove o others that the United
States was a good investment and vestore the credit of the counhry.

e Part Two - This Par‘r of the of the Plan
was o create a National Bank to hold
the funds vaised from faxes and bond
sales. The bank would be owned by the

overnment and eople that invested in

e bank. The mo ey would be used to
make loans 1o businesses and develo
roads and build bridaes. The govern ent
could issue paper money that “was backed
b gold and siiver Jrlnereby ereating a
cOMmMon ourrency (eystem of mone\/) The First National Bank in Philadelphia
between all of the different states.

e Port Three - The govemmerfr needed money. This ParJr of the plan was 1o
raise money by ’raxing items that were not necessary 1o daly life. The taxin
of "quwy" ffems sueh as carvioses and whiskey was an exeise tax, a tax on a
specific good. Man\/ farmers wevre again@r the excise taxes because Jrlney hod
¥ Jaay taxes 1o moke and cell wl/\iskey from the corn and wheat ’rlne;z orew. In

' addition 1o taxes, Hamitton wanted to ‘create ProJrechive Tariffs, hioh TaXes on .

\ imporJrs, These tariffs would ProJrech Northern industries from reign
oompeﬂﬁon, but did little to benefit the South.

I@ Sy and Discuss

| Why did Hamilton need to create a financial plan for the United States?
2. Describe the first part of Hamilton's financial plan.
3. What is the purpose of the National Bank?
4. How did Hamilton propose to raise money for the United States?
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<=>>~—— Hamilton's Financial Plan —_
Faces Opposition

Hamitron's financial Plan was not met with ove\rvvlnelmin@r Slfff()ﬁ in Congress.
Qr?umenfs be@an over the issue of assuming state debts, Taxes, and the formation of a
o

ional Bank. (TE

One of the first arguments with Congress concerned the assumption [m] 504

of state debts by the feaeral government.” Congressmen from Southern et O
States were veluctant to assume debt from otheér states. During this same . s
time, Congressmen were also debating the location of the capital of the ) [=]
nation. I\ order o resolve both issués, Alexander Hamiton, Thomas 3g9s
Jefferson and James Madison created the Compromise of 1770, The final A
compromise was created in secret in a private dinner meeting between v 5%
Hamitton, Jefferson and Madison.  The ‘dinner table baraain® allowed the first § oo
mﬁ of Hamitron's financial plan to pass Congress by placing the capital of =3°8

e United States in Virginia. The District of Columbia was created, and both S3 5

sides celebrated a vicfory.

) Another argument had 1o do with the cons’ri‘ruﬁonalify of the National
2 £ Bank - did the dovernment of the United States have the auﬂnoriw 0
£ E£ | establish a bank? According to Alexander Hamiton, yes! Hamiton pointed to
32 S Article | Section & of the Constitution. It said the govemmeﬂ*r had the power
‘o w I | fo make al laws 1o provide for e general welfare: The formation of a
c o 8 | Nationd Bank would be a necessary and proper power of the central
2 E é overnment. Hamiton SUp orted a ldose infergremﬁon of the Congtitution.
":’ Hamitron was 35 osed by Secretary of State Thomas Jefferson and
=l James Madison. Jefferson felt the National Bank was not directly stated in
ig@'h the Constitution and was therefore against the law. Jefferson believed in a
EI::.'?«EEI strict imLerPreJra’rion of the Constitution. James Madison agreed with
\ ) Jeffercon.  Madison stated that according to the Tenth Amendment, 4/

owers not endowed To Congress are refaned by the States (or e /Deop/e) ’
He also believed the bank was unconstitutional.

When Congress Passed the Bank Bil, it fell to Georae Wasl/\ingfon 0 make the final
decision - did he Sin the bill aufhorizing the National Bank, or veto it? \/\laslning’ron
careful inveerigmLed both gides of the issue, asking for written opinions from members of
his cabinet. ul*rlmafely Waswngfon was convinced that the Constitution allowed for the
creaﬁgn of a Nationdl Bank, and he signed the bill into law.

) — ~
.|@ Stop and Viscuss
| How did Hamilton convince Congress to approve of his idea to assume state

debt? -

2. Why did Hamilton think the National Bank was constitutional?
3. Why did Jefferson and Madison think the National Bank was not
L*

constitutional?
. What was Washington’s final decision on the National Bank? Why do you
think hia made that decision? X
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<>>>—— Hamiltors FHinancial Plan e

Fuels Rebellion

One final vesult of Hamiton's financial Plan was not a debate in Congress, but an armed
rebelion against the aovernment, From [7A4-1794, farmers in Pennsyivania attacked Tax

collectors and burned down govewmmemL buildings 10 ProJreer the Whnskey Tox.
A } R o i lH
;-. ; v i T e 2R . - i

"Famous Whiskey Insurrection in Pennsylvania", an 1880 illustration of a tarred and feathered tax
collector being made to ride the rail

Many farmers were uPseJr about the taxes placed on whickey - not because Jrhey were
wanting 10 drink i, but because they created it. In the [790s, farmeys grew grain in
Penne:\}vani@ but it was coe’rly o fransport, Instead of se!ling the grain, ﬂ/\ey made
whisken. It was easy 1o sell and tran PorJr. When the Whiskey Tax“was passed, farmers
hod di ﬁcul’ry pa ing the cash re%w\red by the government. Théir actions infensified from

rotest o armed vebellion. Between 179 to 793, farmers harassed tax colectors and
efused 1o pay the Tax. In 794, a confrontation between farmers and tax officials
resuffed in mob violence and the deaths of several People.

Fearing an escalation of violence, Washinaton
Eimonally led over 13,000 soldievs into Pennsylvania.

asiningfon clamed that he would not allow “g smal
ortion of e United States dictate fo 1he whole union:
President Waslningfon, accompanied bijn Alexander
Hamitron, was suceessful in oPPing e vebellion. 5\/ the
time the L{residenf arvived, the présence of <o many
roops had scared the farmers into Iniding. No battle
ever ook P|a(‘/€, Washington reviews troops.

While ‘a battle did not oceur, the Whiske\/ Rebelion was sign'rﬁcanf due to Washinaton's
reaction. The vebelion was the first test 1o Tedeval authority, and unlike Sl/\a\}'s Rebellion,
resulted in Gfren@ﬂnening the govemmenf of the United States. The Wlnislcey Rebelion
gair}rfomed the idea that the federal governmen’r has the authority 1o pass laws impacﬂng all

ates.

OOW\P‘@W the last PM T of ‘{]OVY Doodle Notes
WWS © Sl Qs Svcocss



