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REPORT,

&e.

Treasury Department, Des. 18, 1790,

IX obedignoe to the ordey of the Houss ¢f REPRESRNTA-
Txvey, of the sinth day of dugust last, requiring the
‘SBERRTARY ¢f the TREASURY topvquadmpmon
be mecessary for establishing the PUBLIC RED,

RESPROTRULLY REFORTS,

" ram trom s, comiion that,  Natioosl Bask is an
mmdmywmwmwmw

nﬂ]m&gtheopenﬁemoommdwﬁhthempponafthe
Publie Credit; his attention has been drawn to devising
&epbnﬂmshmﬁmﬁnmupn a seale which will
entitle it to:the. confdence, and be likely to reader it
equal to the exigeneies, of the publis.

Previsusly to entering upor mmumwg&

whiel he'higfies will be deemed neither useloss

ph% P‘nbli@ oyiuionbeingthe ultimat8 Wrhiter” ofd#ery

measure of government, it ¢éan searcely appear imm

in deference to that, to acecompany the origina

new proposition, with explanations, which thel superior in-

formation of those to whom it is immediately

would render superfiuous. ’
It is & fact well understood, that public hanks have

found admission and patronage ameong the principal and

most enlightened commereial nations. They bave sue-
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cessively obtained in Xtaly, Germany, Holland, England,
and France, as well as in the United States. And itisa
circumstance which cannot but have considerable weight,
in a candid estimate of their tendeney, that after an ex-
perience of centuries, there exists not a questien about
their utility in the couniries in whieh they have been so
long established. Theorists and men of business unite.in
the aeknowledgment of it.

Trade and industry, wherever they have been tried, have
been-indebied to them for important aid. And government
has been repeatedly under the greatest obligations to them,
in ddngerous and distressing emergencies. That of the
United States, as well in some of the most eritical con-
Jjunetuyes of the late war, as since the peace, has receiv-
ed assistance from those established ameong, us, with
which it could not have dispensed.

‘With this two-fold evidence before us, it might be
pecte&; that there would-be a perl'ect union: o@mpﬁﬁéngn
their faVour. Yet doubts Have ‘been eritortaitiedt; joal-
ousies and prejudices have eiréulated, and thotigh the ex-
peritnent is every day dissipating them, within the
spheres in which effects are best khown; yet there are
still - persons by whom they have not been étirely re-
nounced. Yo give a full and accurate view of the subjeet,
%would be to make a treatise of a report ; but there are cer-
Fédin aspeets-in which it maybe vursorily exliibited; which

QBrhaps conduce to & just impression of ith meritsi—
These will involve a comparison of the advantages, with
the disddvantages, real or supposed, of such institutions.

b:lxe followill are among the principal advantages of &

K 1 .

« First, The atugmentation of the active or productive
capital of a*country. Gold and silver, where they are em-
pléyed merely as the instruments of exchange and aliena-
tion, have been, not improperly, denominated dead stoek ;
but when deposited in banks, to.become the basis of a pa-
per circulation, which takes their character and place, as
the signs or representatives of value, they then acquire
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life, or, in other words, an active and: productive quality.
This idea; which appears.rather subtile and abstraet, in s
general form, may be made obvious-and palpable, -by én-
tering inte o fow particulars. It is evident; for instance,
that-the money which a mérchant keepsin his ghest, wait-
ing for a favourable oppertunity to employ it, produeces
nothing till that opportunity arrives. Buf if, instead of
loeking it up in this manver, he either deposits it jr o
bank, or invests it in the stock of a bank, it.yields a profit
during the interval, in whieh he partakes or-net; aceord-
jugto the chaicehe may have made of being a depositor
ar d-proprietoe 3 -and; whin any advantageous speenlation
offers; inierder to be able to embraee it, he has enly to’
withdriw his\moneyyif a depositor ; or if .a proprietor, to
obtain a loay-fhom the hank, or to dispose of his stoek ; an
alternative seldom op never atténded with diffeulty, when
the.affpirs of the institiition are in.a prasperous train. His
moneyrthus depesitedior invested, is a- fund upon which
himself apdrothers ean borrow te a mueh larger amount.
It is-a well-established fact, that banks in good credit ean
eireulate-a fargreater sum than the actual quantum ef
thein capital magoldﬁandﬁ silver. The extent of the possi-
ble exeess seems indeterniinate ; though it has been con-
jecturally stated at the propertions of twe and three to
ene. - This faculty: is; produced in various ways. First—
A greatproportion-of the notes which are issued and pass
enrrent as eash, arve indefinitely suspended in eireulation,
from the-confilence which each holder has, that he ean at
any mosaent turn them into gold and silver. Secondly—
Every loan which s bank makes, is, in ¥ its fivst shape, a.
eredit given to the borrower on its books, the amount o
which it stands yeady to pay, either in its 6wn notes, ar in
gold or silver, at his option. But, in a great number of
cases, no aetnal payment is made in either. The borrow-
er frequently, by a eheck or order, transfers his credit to
some other persen, to whom he has a payment to make ;
who, in his turn, is as often content with a similar eredit,
because he is satisfied that he can, whenever he pleases,
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either convert it into eash, or pass it to some othé;- hand,
as an equivalent for it. And in this manver the éredit
keeps i;iroulaﬁng, performing, in every stage, the office of
monéy, till it is extinguished by a discount with some
person who has a paymient to maks to the bank, to an
equal or greater amount. Thus large snms are lent and
paid, frequently through a variety: of handé, without the
intervention of a single piece of eoin. Thirdly—There
is always a large qiantity of gold and silver in the reposi-

" toriés of:‘the bank, besides its own stock, which is placedl

there with a view, partly to its safe keeping, and gartly to
the accormimodation of an institution, which ‘is itself a
source of general uceotnmodation. These deposits are of
imiménse consequence in the operations of a bank. Though
liable to be redrawn at any moment, experiénce praves,
that the money so much oftener changes proprietérs than
place, and that whatis drawn out is generally so spesdify
replaced, as to authorize the counting upon the sumis: de-
posited, as an qut%c  fund ; which, comﬁrrh‘lg wfﬂvﬂm
stook of ‘the bank, enables it to extend its lodis, and tb
aiswer all the deinands for coin, whetlier in consequence
of those loans, or arising from the od¢casional rdtqm of its
notes.

These different circunstances explain the mainnei ip
which the ability of a bank to eciroulaty a greater .sam.
than its actual capital in coin; is aequired. This; hidwever,
must be gradual ; and must be preceded by a firm.esta-
blishment of confidénee ; a evnfidence which sy be be-
swwed in the inost rational grounds ; sinee the .exeess in
question will always be bottomed on good security of one
kind or aunother. This every well-conducted bank care-
fully requires, before it will consent to advance ekthier its
muoney or its eredit ; and where there is an duxiliavy eapi-
tal, (as will be the case in the plan heredfter submitted,)
which, together with the capital in eoin, define the bound-
ary that shall not be exceeded by the engagenienis of. the
bank, the security may, consistently with all the maxims
of' a reasonable eircumspection, be regarded as complete.
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The same eireumstances illustrate the truth of the po-
sition, that it s one of the properties of banks to increase
the active capital of a country. This, in other words, is
the sum of them—The money of one individual, while he
is waiting for an opportunity to employ it, by being either
deposited in the bank.for safe-keeping, or invested i its
stoek, is in a condition to administer to the wants of
others, without being put.out of his own reach, when oeca-
sion preseuts. This yields an extra profit, arising fromi
what is paid for the use of his money by others, when he
could not ]nmself make use of it; and keeps the money
itself in o state of incessant aetivity. In the almost in-
finite vxclssxtudes and competitions of mercantile enter-
prise, there never can be danger of an intermission of
dema.nd, or that the money will remain for 2 moment idle
in the vaults of the bank. This additional employment
given to money, and the f:wulty of 4 bank to lend and eir-

. enlate a greater sum than the amount of its stock in coin,

are, to all the purposes of trade and industry, an absolute
increase of' eaplta.l. Parchases and undertakings, in ge-
neral, can he carried on by any given sum. of bank paper
or credit, as eﬁ'ectua.lly as by an equdl sum of gold and
silver. And thus by contnbutmg to enlarge the mass of
industrious and commereial enterprise, banks become nur-
series of national wealth: a consequenee, as satisfaetori-
ly verified hy experience, as it is clearly deducible in
theory.

Secondly. Greater facility to the government in ob-
taining pecuniary aids; -especially in sudden emergencies.
This is another, and an undisputed advantage of public
banks : one which, as already remarked, has been resl-
ized in signal instances among ourselves. . The reason is
obvious: The capitals of a great number of individuals .

- are, by this operation, collected to a point, and placed

under one direction. The mass formed by this union is,
in a certain sense, magnified by the credit attached to it.
And while this mass is always ready, and can at onee be
put in motion in aid of the government, the interest of
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the bank-to afford that aid, independent of vegard to the
public safety and welfave, is a sure pledge for its disposi-
tion to go as far in its compliances, as can in prudenee be
desired. 'There is in the nature of things, as will be more
particularly noticed in another place, an intimate con-
nexion of interest between thie government, and the bank,
of*a nation. . . .

Fhirdly, The facilitating of the payment of taxes.
This advantage is produced in two ways. Those who are
in a situation to have accéss to the bank, ean have the as-
sistance of loais ‘to answer with punetuality thé public
oalls upon them. This accommodation has been sensibly
felt in the payment of the duties heretofore laid, by those
who reside where establishments of this pature exist.
"This, however, though an extensive, is not an universal,
benefit. 'The other way in which the effect here eontem-
*pl’ated is produeed, and in which the benefit is general, is
the increasing of the quantity of eirculating medium, and
the quickening of eirculation. The manner in which the
first happens has already been traced. 'The last may re-
quire some jllustration. 'When payments are to be made
between different places, having an intercourse of business
«with each other, if there happen to be no private bills at
market, and there are no bank notes which bave a curren-
oy in both, the consequence is, that coin must be remitted.
This is attended with trouble, delay, expense, and risk.
If, on the contrary, there are bank notes eurrent in both
places, the transmission of these by the post, or any other
speedy or convenient conveyanee, answers the purpose ; and
these again, in the alternations of demand, are frequent-
ly veturned very soon after to the place from whence they
were first sent; whenee the transportation and re-trans-
portation of the metals are obvipted; and 2 more conve-
nient, and more expeditious medium of payment is substi-
tuted. Nor is this @ll—The metals, instead of being sus-
pended from their usual fanetions, during this process of
vibration from place to place, ocgutinue in"activity, and
administer still to the ordinary ecirculation; which of
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course is prevented from suffering either diminution or
stagnation. These eircumstances are additional causes of
what, in a practical sense, or to the purposes of business;
may be called greater plenty of money. And it is evident,
that whatever enhances the quantity of cireulating money.
adds to the ease with which every industrious member-of -
the community may acquire that portion of it, of which
he stands in need ; and enables him the better to pay his -
taxes, as well as to supply his other wants. Even
where the circulation of the bank paper is not ge-
neral, it must still have the same effect, though ‘in a
less degree. For whatever furnishes additional supplies
to the chaunels of circulation, in' oné quarter, naturally
contributes to keep the streams fuller elsewhere. 'This
last view of the aubJeot, serves both to illustrate the po-
sition, tha.t banks tend to facilitate the payment of taxes ;
and to exemphfy their ntility to business of cvery kmd, in
which meney is an agent.

It wonld be to intrnde too much on the patience of the
House, to prolong the details of the a.dvantages of banks ;
especially as all those, which might still be particularized,
are readily to be inferred as consequences from -those
which have béen enumerated, Their disadvantages, real
or supposed, are now to be reviewed. 'The most serious of
the charges which have been brought aga.mst them, are—

That they serve to increase usury :

That they tend to prevent other kinds of lending :

"That they furnish temptations to over-trading:

That they afford aid to ignorant adventurers, who dis.
turb the natural a.nd beneficial course of trade:

That they give to bankrupt and fraudulent traders a
fictitious eredit, which enables them to maintain false ap-
pearances, and to extend their impositious: And lastly,

That they havé a tendency to banish gold and silver from
the country.

There is great reason to believe, that on a elose and ean. *
did survey, it will be discovered, that these charges, are
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either without foundation, or that, as far as tho evils they
suggest have been found to exist, they have proceedéd
from other, of partial, or temporary causes ; ave not inhe-
rent in the nature, and permanent tendeney, of such in-
stitutions; or are more than counterlialanced by opposite .
a.dva.ntages. This survey shall be had, in the order in
which the charges have been stated. The first of them
is—

That banks serve td increase usury.

Xt is a truth, which ought not to be denied, that the me-
thod of conducting business, which is essential te bank
operations, has amoilg us, in particular instances, given
occasion to usurious transactions. The punctuality in
payments, which they necessarily exact, has sometimes
obliged those who have adventured beyond both their ca-
pital and credif, to procure money, at any price, and con-
sequently to resort to usurers for aid.

But experience and practice gradually bring a cure to
this evil. A general habit of punctuality amdng traders,
is the natnial consequence of the necessity of observing it
with the bank; a circumstance which itself more than
compensates for any occasional ill which may have sprung
from that necessity, in the particular under consideration.
As far, therefore, as traders depend on each other for pe-
cuniary supplies, they can calculate their expectations
with greater certainty; and are in proportionably less
danger of disappointments, which might compel them to
have recourse to so pernicious an expedient as that of bor-
rowing at usury ; the mischiefs of which, after a few ex-
amples, naturally inspire great care in all hut men of
desperate circumstances, to avoid the pdssibility of being
subjected to them. One, and not the least of the evils in-
cident to the use of that expedient, if the fast be known,
or even strongly suspected, is loss of credit with the bank
itself. :

The directors of a bank too, though in order to extend
its business and its popularity, in the infancy of an institu-
tion, they may be tempted to go farther in accommedation
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than the striet rules of prudence will :warrafnt, grow more
circumspect of course, as its affairs hecome better estab-
lished, and as the ovils of teo great facility are experi-
mentally demonstrated. They become more attentive to
the situation und condunet of those with whom they deal ;
they observe more narrowly their operations and pursuitss3
they economize the credit they give to those of suspicious
solidity ; they refuse it to those whose eareer is more ma-
nifestly hazardous: In a word, jn the course of practice,
from the very nature of things, the interest, will make it
the policy, of 2 bank, to succour the wary and industrious ;
to diseredit the rash and unthrifty ; to discountenance both
usurious lenders and usuripus borrowers. .

There is aleading view, in which the tendeney of banks
will be ‘seen to be, to abridge, rather than to promete,
usury. This relates to their property of increasing the
quantity, and quickening the circulation, of money. Ifit
be evident, that usuxy will prevail or diminish, according
to the propprtion which the demand for borrowing bears
to the quantity of money at market to be lent; whatever
has the property just mentioned, whether it be in the shape
of paper o voin, by contributing to render the supply more
equal {o the demand, must tend to eounteract the progress
of usury.

But bank lending, it is pretended, is an impediment to
other kinds of lending; which, by confining the resource
of Dborrowing to a particular class, leaves the rest of the
commuxnity more destitute, and therefore more exposed to
the extortions of usurers. As the profits of bank steck ex-
ceed the legal rate of interest, the possessors of money, it
is argued, prefer investing it in that article, to lending it at
this rate ; to which there are the additional motives of a
more prompt eommand of the eapital, and of more fre-
quent and’'exaet returns, without trouble or perplexity in
the collection. This constitutes the second charge which
has been enumerated.

The fact on which this echarge rests, is not to be admit-
ted without several qualifications; particularly in refer-
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ence to the state of things in this country. First—The
great bulk of the stoek of 2 bank, will consist of the funds
of menin trade, among ourselves, and monied foreigners ;
the former of whom could not spare their capitals out of

“their reach, to be invested in loans for long periods, on mort-

gages, or personal security ; and the latter of whom wonld
not be willing to be subjected to the casualties, delays, and
embivrdssments, of such a disposition of their money in a
distant eountry. Secondly, There will always be a conside.
rable proportion of those who are properly the money lend-
ors of a country, who, from that spirit of caution which
usua.lly characterizes this deseription of men, will incline
rather to vest their funds in mortgages on real estate, than
in the stock of a bank, which they are apt to consider as a
more precarious seeurify.

These consxderatlons serve in a material degree to nar-
tow the foundation of the objeetion, as to the point of fact.
But there is a more satisfactory answer to it. The effect
supposed, as far as it has existence, is temporary The re-
verse of it takes plwce in the general, and permanent ope-
ration of the thmg

The capital of ‘every public bank will of course be re-
stricted within o certain defined limit. It is the province
of legislative prudence so to adjust this limit, that while it
will not be tod contracted for the demand, which the course
of business may create, and for the security which the pub-
lic ought to have for the solidity of the paper which may
he issued by the bank, it will still be within the compass of
the pecuniary resourees of the community ; so that there
may be an easy praetwa.blhty of completing the subserip-
tions to it. 'When this is once done, the supposed effect of ne-
cessity eeases. There is then no longer-room for the invest.
ment of any additional capital. Stoek may indeed change
hands by one person selling and another buying ; but the
money which the buyer takes out of thé¢ common mass to
purchase the stoek, the seller receives and restores to it,
Hence the fature surplusses which may accwnulate must
take their natural course, and lending at interest must go
on as if there were ro such institution.
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Bt must indeed flow in a more eopious stream. The
bank farnishes an extraordinary supply for borrowers,
within its immediaté sphere. A larger supply consequent-
ly remains for borrowers elsewhere. In proportion as
the ecirculation of the bank is extended, there is an aug-
mentation of the aggregate mass of money for answering
the aggregate mass of demand. Hence greater facility in
obtaining it for every purpose.

It ought not to escape without a remark, that as far
as ‘the citizens of other countries become adventurers in
the bank, there is a positive increase of the gold and
silver of the country. It is true, that from this a half-
yearly rent is drawn back, aceruing from the dividends
upon the stock : but as this rent arises from the employ-
ment of the capital, by our own citizens, it is probable,
that it is more than replaced by the proﬁts of that'employ-
ment. It is also likely, that a part of it is, in the course
of trade, converted into the products of our country: and
it may even prove an incentive, in some cases, to emigra-
tion to a country in which the character of. citizen is
as easy t¢ be aequired, as it is estimable and important,
'This view of the subject furnishes an answer to an ob-
jeetion which has been deduced from the eircumstance
here taken notice of; namely, the income resulting to
foreigners from the part of the stock owned by them,
which has been represented as tendmg to drain'the coun-
tey of its specie. In this objection, the original invest-
ment of the capital, and the constant use of it afterwards,
seemn both to have been overlooked.

That banks furnish temptations to over-trading, is the
third of the enumerated objections. This must mean,
that by affording additional aid to mercantile enterprise,
they induce the merchant sometimes to adventure beyond
the prudent, or salutary peint. But the very statement
of the thing shows, that the subject of the charge is an
oceasional ill, incident o a general good. Credit of every
kind, (as a species of which only can benk-lending have
the effect supposed,) must be, in different degrees, charge-
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able with the same indonvenience. It is even applicable
to gold and silver, when they abound in cireulation. But
would it be wise on this account to decry the precious
metals ; to root out credit ; or to prescribe the means’' of
that enterprise, which is the main spring of trade, and a
principal source of national wealth, because it now and
then runs into excesses, of which over-trading is one?

_If the abuses of a beneficial thing, are to determine its
econdemnation, there is scareely a source of public pros-
perity which will not speedily be closed. In every case,
the evil is to be compared with the good ; and in the pre-
sent case, such a comparison will issue in this, that the
new and increased energies derived to commercial enter-
prise, from the aid of banks, are a source of general pro-
fit and advantage; which greatly outweigh the partial
ills of the over-trading of 2 few individuals, at particular
times, or of numbers in particular conjunctures.

The fourth and fifth charges may be considered toge-
ther: These relate to the aid which is sometimes afford-
ed by banks to unskilful adventurers and fraudulent tra-
ders. These charges also have some degree of founda-
tion ; though far less than has been pretended, and they
add to the instances of partial ills, connected with more
extensive and overbalancing benefits.

The practice of giving fictitious eredit to improper per-
sons, is one of those evils which experience, guided by in-
terest, speedily corrests. The bank itself is in so much
jeopardy of being a sufferer by it, that it has the strongest
of all inducements to be on its guard. It may not only
be injured immediately by the delinquencies of the’ per-
sons to whom such credit is given; but eventually, by
the incapacities of others, whom their impositions or fail-
ures may have ruined.

Nor is there much danger of a hank’s being betrayed
into this error from want of informa¢ion: The directors
themselves being for the most part selected from the class
of traders, are to be expected to possess individually, an
scenrate knowledge of the characters and situations of
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those who eome within that description. And (hey have,
in addition to this, the course of dealing of the persons
themselves with the bank, to assist their judgment, which
is in most -casés a good index of the state in which those
persons are. ‘The artifices and shifts, which those in
desperate or dcclining cireumstances, are obliged to em-
ploy to keep up the countenance which the rules of the
bank require, and the train of their connexions, are so
many prognostics, not difficult -to be interpreted, of the
fate which awaits them. Hence it not unfrequently hap-
pens, that banks are the first to discover the unsoundness
of such characters, and by withholding credit, to announece
to the public that they are not entitled to it.

If banks, in spite of every precaution, are sometimes
botrayed into giving a false credit to the persons describ-
ed; they more frequently enable honest ‘and industrious
men, of small, or perhaps of mno capital, to undertake and
prosecute business, with advaniage to themselves and to
the community ; and assist merchants of both capn;al and
credit, who meet with fortuitous and unforeseen shocks,.
which might, without such helps, prove fatal to them and
to others, to make head against their misfortunes, and fi-
pally to retrieve their affairs; ecircumstances which form
no inconsiderable encomium on the utility of banks. -

But the last, and heaviest charge, is still to be cxamin-
ed : This is, that banks tend to banish the gold and silver
out of the country.

, The force of this objection rests upon thew being an
engxne of paper credit, which by furnishing a substitate
for the metals, is supposed to promote their exportation.
It is an objection, which, if it hasany foundation, lies not
against banks peculiarly, but against every species of pa—'
per credit.

The most common answer given to it is, that the t.hmg
supposed is of little or no conscquenee; that it is immaterial
what serves the purpose of money ; whether paper, or gold
and silver ; that the effect of both upon industry is the
same ; and that the intrinsie wealth of a nation is fo be
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measured, not by the abundance of the ‘precious metals
contained in it, but by the quantity of the produetions of
its labour and industry.

'I‘lus answer is not destitute of solidity, though not en--
tlrely satisfaetory. It is certain, that the vivifleation of
industry, by a full eirculation, with the ‘aid of a proper
‘and well regulated | paper eredit, may more than compen-

| saﬁp for.th' ldss of'a part of thie gold and silver of a nh-

onséquence of avoiding that loss, should be

a seanty or defective circulation.

But the positive, and permanent incredse or decrease of
“metals in a country, ean hardly ever be a
matter of indifference. As the commodity taken in lien
of every othev, itis a species of the most effective wealth,

, f'fa.n(l as. the money of the world, it is of great concern to

the state, that it possess a sufficiency of it to face any de-
mands which the protection of its external interests may

' O tmn seoms to admit of another, and a more

conclusive | answer, which cdntroverts the fact itself. A

nation, that has no mines of its own, must derive the pre-
cious metals -from others ; genera.lly speaking,. in ex-
change for the products of its labour and industry. The
quantity it will possess, Wl“. therefore, in the ordinary
course of things, be regulated by the favourable or un-
favourable balance of its trade ; that is, by the proportmn
between its abilities to supply foreigners;~and its wants of
them; between the amount of its exportations, and that of
its importations. Henoe the state of its agriculture and
manufactures ; the quant:ty and quality of its laboutr and
mdustry s must, in the main, influence and determine, the
increase or decrease of its gold and silver.

If this be true, the inference seems to be, that well con-
stituted banks, favour the increase of. the precious metals.
It has been shown, that they augment, in different ways,
‘the active capital of a country. 'This it is, which gene-
rates employment; which animates and expands labour
and industry. Every addition which is made to it, by
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contributing to put in motion a greater quantity of both,
tends to create g greater quantity of the products of both.
And by fornishing more materials for exportation, con-
duees to a favoyrable balance of trade, and consequently
to the introduction and increase of gold and silver.

This canclusion appears to be drawn from solid premises:
There are, however, objections to be made to it.

It may be said, that as bank paper affords a substitute
for specie, it serves to counteract that rigorons negessity
for the metals as a medium of circulation, ‘which, in the
cage of a wrong balance might restrain, in some degree,
their exparfation ; and it may be added, that from the
same cause, in the same case, it would retard those eco-
nomical and parsimonious reforms in the maoner of living,
which the scareity of money is ealculated to produce, and
which might be necessary to rectify such wrong balance.

There is, perhaps, some truth in both these observa-
tions ; but they appear to be of a nature rather to form ex-
ceptions to the generality of the conelusion, than to over-
throw it. The state of things, in whieh the absolule exi-
gencigs of eireulation can be supposed to resist with any ef-
feet the upgent demands for specie which a wrong balance
of trade mgay occasion, presents an exireme case. And a
situation in which a too expensive manner of living of a
commupity, compared with its means, can stand in need
of a corrective, from distress or necessity ; is one which
perhaps ravely results, but from extraordinary and ad-
ventitious causes : sach, for example, as a national revo-
lution ; which unsettlés all the established hablits of a
people, and inflamés the appetite for extravagance, by the
illusions of an jideal wealth, engendered by the continual
multiplication of a depreciating eurrency, or some similar
cause. There is good reason to believe, that where the
laws are wise and well executed, and the inviolability of
property and contracts maintained; the economy of a
people will, in the general course of things, correspond
with its means.
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'[he support of industry, is probably in every case; of
more consequence towards correcting a Wrong balance of
trade, than any practicable retrenchments in the expenses
of families or individuals ; and the stagunation of it would
be Tikely t have more effoct in prolonging, than any such
savings in shdrtening, its continuance. That stagnation,
is a natural consequence of an inadeguate medinm, which,
withoat the aid of bank circulation, would, in the cases
supposed, be severely felt.

Tt also deserves notice, that as the eirculation of a bank
is always in a compound ratio to the fund upon which it
depends, and to the demand for it ; and as that fand is it-
self affected by the exportation of the metals, there is no
danger of its being overstocked, as in the caso of paper
isstied at the pleasure of the government; or of its pre-
venting the consequences of aay unfavourable balanee
from being sufficiently felt to produce the reforms alluded
10, as far ds eircumstances Mmay requive and admit. :

Nothing can be more fallible than ‘the comparisons
which have been made between diffrent countries, to il-
lustrate the truth of the position under consideration.—
The comparative quantity of gold and silver, in different
countries, depends upon an infinite variety of fatis and
combinations, all of which ought to be knowd, i order t6
judge whether the existence, or nom-existence, of paper
carrencies, has any share in the relative proportions they
contain. The mass and value of the productiohs of the
labour and industry of each, compared with its wants;
the'nature of its establishments.abread ; the kind of wars
in{hich it is usually engaged; the relations it bears to
the eountries which are the original possessors of those
metals ; the privileges it enjoys in their trade ; these, and
a number of other ciroumstances, are all to be taken into
the account, and render the investigation teo complex to
justify any reliance on the vague and goneral surmises,
which have been hitherto hazarded on the point.

Tnthe foregoing discussion, the objection has been co-
sidered as applying to the permanent expulsion and dini-
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nution of the metals. Their temporary exportation, for
Particular purposes, has not been contemplated : TFhis, it
must be confessed, is facilitated by banks, from the facul-
ty banks possess of supplying their place. But their ntili-
ty is in nothing more conspionous, thanin these very cases.
They enablé the government to pay its foreign debts, and
10 answer any exigencies which the external concerns of
the eommunity may have produced. They enable the
merchant to support his credit, (on which the prosperity of
trade depends,) when speeial circumstances prevent re-
mittaneesin other modes. They enable him alsoto pro-
seouterenterprises, which ultimately tend to an augmenta-
tion of the species of wealth 'in guestion. It is evident,
that gold and silver may often be employed in procuring
commodities abroad; which, in a eircuitous commerée, re-
pldce the original fuud, with considerable addition. But
it is not to be inferred from this facility given to tempora-
Ty expoktation, thatbanks, which are so friendly to trade
and industvy, are in their general tendency inimical to the
inerease of the precious metals.

These sevéral views of the sabjoot, appear sufficient te
imtpress a full conviction of the wutility of banks, and to
demonstrate that they are of great importance, not only
in relation to the administration of the finances, but in the
general system of the political economy.

- The jadgment of many eoneerning them has, no doubt,
‘been perplexed by the misinterpretation of appearances,
which were to be'aseribed to other causes. 'The general
devastation of personal property, oceasioned by the late
‘War, ndturally produoed on the one hand, a great demand
for money ; and on the other, a great deficiency of it to
answer the demand. Some injudicious laws, which grew
out of the public distresses, by impairing confidence, and
causing a part of the inadequate snm in the country to be
locked up, aggravated the evil: The dissipated habits,
eontracted by mavy individuals during the war, which af-
ter the peace plunged them into expenses beyend their in-
comes 3 the number of adventurers without capital, and in
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many instances without information, who at that epoch
rushed into trade, and were obliged to make any sacrifices
to support a transient eredit ; the employment of considera-
Dle sums in speculations upen the public debt, which from
its unsettled state was incapable of becoming itself a sub-
stitute : all these circumstances comcurring, necessarily
led to usurious borrowing ; produced most of the inconve-
niences, and were the true cause of most of the appearances,
which, where banks were established, have been by some
erroneously placed to their account : a mistake which they
wight easily have avoided, by turning their eyes towards
places whére there were none ; and where, nevertheless,
the same evils would have been perceived to exist, even in
a gieater degree than where those institutions had ob-

- tained.

‘These evils have either ceased, or been greatly mitigated.
Their more complete extinction iay be looked for from
that additional security to property, which the Constitution
of the United States happily gives; (a circumstance of
prodigious moment in the seale, both of public and private
prosperity,) from the atiraction of foreign capital, under
the auspices of that security, to be employed upon objects,
and in enterprises, for which the state of this country opens
a wide and inviting field; from the consisteney, and sta-
bility, which the public debt is fast acquiring, as well in
the public opinion at home and abroad, as in fact; from
the augmentation of eapital, which that eircumstanee, and
the quarfer-yearly payment of interest will afford ; and
from the more copious circulation, which will be likely to
be created by a well-constituted national bank.

The establishment of banks in this country, seems to be
recommended by reasons of a peculiar nature. Previously
to the revolution, cireulation was in a great measure carri-
ed on by paper emitted by the several local governments.
In Pennsylvania alone, the quantity of it was near a million
and a half of dollars. ‘'This auxiliary may be said to be
now at an end. And it is gonerally supposed, that there
has been for some timo past, a deficiency of circulating
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medium. How far that deficiency is to be considered as
real or imaginary, is not susceptible of demonstration ; but
there are cirewmstances and appearances, whieh, in rela-
tion to-the country at large, countenance the supposition of
its reality. .

The cireumstances are, besides the fact just mentioned
respecting paper emissions ; the vast traets of waste land,
and the little advanced state of manufactures. The pro-
gressive seftlement of the former, while it promises ample
retribution, in the generation of future resourees, diminish-
es or obstruets, in the mean time, the active wealth of the
country. It not only draws off a part of the civeulating
money, and places it in-a more passive state, but it diverts
into its own channels, a portion of that speeies of labour
and industry, which would otherwise be emplayed in fur-
nishing materials for foreign trade ; and which, by eontri-
buting toa favourable balance, would assist the introduc-
tion of specie. Ia the early periods of new settlements,
the settlers not only furnish no surplus for exportation, but
they consume a part of that whieh is produced hy the la-
bour of others. The same thing is a cause, that manufac-
tures do not advance, or-advance slowly. And notwith-
standing some hypotheses to the contrary, there are many
things to induce a suspicion, that the precious metals will
pot abound in any country-which has not mines, or variety
of manufactures. They have been sometimes acquired by

-the sword ; but the modern systein of war has expelled this
.resource ; and it is one upon whieh it is to be hoped the

United States will never be inclined to rely.

"The appearances alluded td, are, greater prevalency of
direct barter, in the more interior distriets of the country,
which, however, has been for some time past, gradually
lessening ; and greater difficulty generally in the advan-
tageous alienation of improved real estate; which alse
has of late dimimished, but is still seriously felt in differ-
ent parts of the Union. The difficulty of getting money,
which has been a general complaint, is not added to the
pumber : beeause it is the complaint of all times, and one
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in which imagination must ever have too great seopt to
permit an appeal to it.

If the supposition of such a deﬁcleney be in any degree
founded ; and some aid to cireulation be desirable, it re.
mains to inquire what ought to be the nature of thataid?

The emitting of paper money by the authority of go-
vernment, js avisely probibited to the individual states, by
the national constitution ; and the spirit of that prohibi-
tion onght not he disregarded by the government of the
United States. Though paper emissions, under a general
agthority, might have some advantages net applicable,
and be ﬁ*@e from some disadvantages which arg applicable,
to the like emissions by the states separately; yet they
arg of a nature so liable to abuse, and it may even be af- °
firmed, so certain of bejng sbused ; that the wisdom of
ﬂ;e govemment will be shown in never tristing itself with
the use of so seducmg and dangerous an expedient. In
times of tranquillity, it might have no ill consequence ;
it might eyen perhaps be managed in a way to be produe-
tive of good ; but mgreat and {rying emergencies, there is
almest a moral eertainty of its beoommg mischievous.
The stamping of paper is an operation so much easier
than the lpying of taxes, that a government, in the prac-
tice of paper emissioms, would rarely fail in any sueh
emergensy, to indulge itself too far in the eniployment of
that resouree, to avoid as mueh as possible, one less anspi-
cious to present popularity. If it should not even be car-
ried so far as to be rendered an absolute bubble, it would
at least be likely to be extended to a degree which would
ocogsion an inflated and artificial state of things, incom-"
patible with the regular and prosperous course of the po-
litical economy.

. Among other material differences between a paper eur-
rency, issued by the mere authority of government, and
one issued by a bank, payable in coin, is this: that in the
first gase, there is no standard to which an appeal can be
made, as to the quantity whiech will only satisfy, or which
will surcharge the circulation; ia the last, that standard
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results from the demand. If mere should be issued than
is necessary, it will return upon the bank. Its emissions,
as elsewhere intimated, must always be in a compound
ratio to the fund and the demand :—Whenece it is evident,
that there is a limitation in the nature of the thing; while
the diseretion of the government is the only measure of
the extent of thé emissions, by its own authority,

This consideration- further illustrates the danger of
emissions of that sort, and the preference which is due to
bank paper.

The payment of the interest of the publie debt, at thir--
teen different plaeces, is a weighty reason, peculiar to our
immedjate situation, for desiring a bank ecireulation.—
Without a paper, in general currency, equivalent to gold
and silver, a gonsiderable proportion of the specie of the
country must always be suspended from eireulation, and
left to accumulate, preparatorily to each day of payment ;
and as often as ore approaches, there must in several cn-
ges be an netual transportation of the metals at both ex-
pense ahd risk, from their natural and propér reservoirs,
to distant plages. This neeessity will be felt very in-
juriously to the trade of':some of the states; and will em-
barrass not a little the eperations of the treasury in those
states. It will also obsteuet those negeeciations, hetween
different parts of the Union, by the instrumentality of
treasury bills, which have already afforded valuable we-
commodations to trade in general.

Assuining it then-as a consequence, from what has been
said, that a national bank is a desirable institution, twe
inquiries emerge—Is there no such institution, alréady in
being, which has a elaim to that eharacter, aud which
supersedes the propriety or necessity of anether? If there
be none, what are the principles upon which one ought te
be established ¢

There are at present three banks in the Ugited States:
that of North-Ameriea, established in the city of Phila-
delphia; that of New-York, establislied in the city of
Now-Yeork ; that of Massachusetts, estahlished in the town
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of Bosmn. Of these three, the first is the only one which
has at any time had a direct relation to the government
of the United States.

The bank of North-America originated in a resolution
of Congress of the 26th of May, 1781, founded upon a
proposition of the superintendant of finanee, which was
afterwards earried into execution by an ordinance of the
31st of December follomng, entitled, ¢ An ordmance to
inéorporate the Subscribers to th¢ Bank of North-Ame-
Fica.”

The aid afforded to the United States by this institution,
durmg the remaining period of the war, was of essential
eonseqnence 5 and its conduet towards them since the
peaee, has not weakened its title to their patronage and
favour, So far its pretemsions to the character in ques-
tion are respectable ; but there are circumstances which
militate against them ; and eonsiderations which indicate
the propriety of an esth.blxshment on differént principles.

The directons of this bank, on behalf of their constitu-
ents, have sinee accepted and acted under a new charter
drom the state of Pennsylvania, materially varient from
tteir original one ; and whieh so narrows the foundation
of the institution, as to render it an.incompetent basis for
the extensive purposes of a national bank.

The limit assigned by the ordinance of Congress to the
stoek of the bank, is ten millions of dollars. -The last
charter of Pennsylvania confines it to two millions. Ques-
tions naturally arise, whether there be not a'direct repug-
nancy between two charters so differently cireumstanced ;
and whether the aeceptance of the one, is not to be deem-
ed a virtual surrender of the other 7 But perhaps it is
neither adviseable nor necessary, to attempt a solution of
them. : -

There is nothing in the acts of Congress, which imply
an exclusive right in the institution to which they relate,
except duwing the terin of the war. There is therefore
nothing, if the public good require it, which prevents the
establishment of another. It may, however, be ineiden-
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tally remarked, that in the general opinion of the citizens
of the United States, the bank of North-America has
taken the station of a bank of Pennsylvania only. This
is a strong argument for a new institution, or for a reno-
vation of the old, to restore it to the sitnation in which it
originally stood, in the view of th¢ United States.

But though the ordinance of Congress contains no grant
of exclusive privileges, there may be room to‘allege, that
the government of the United States ought not, in point of
candour and equity, to establish any rival or interfering
institution, in prejudice of the one already established ;
especially as this has, from services rendered, well-found-
ed olajms to protection and regard.

The justice of such an observation ought, within proper
bounds te be admitted. A new establishment of the sort
ought not to be made without cogent and sincere reasons
of public good. And in the manner of doing it, every fa-
cility should be given to a consolidation of the old with
the new, upon terms not injurious to the parties concerned.
But there is no ground to maintain, that in a case in which
the government has made no condition restricting its au-
thority, it ought voluntarily to restrict it, throngh regard
tp the interests of a particular institution, when those of
the state dictate a different course; especially too, after
such circumstances have intervened, as characterize the
actual situatjon of the bank of North-America.

The indueements to a new disposition of the thing are
now to be considered, 'The first of them whieh oceurs is,
the at least _ambiguous situation in which the hank of
Noeth-America has placed itself, by the acceptance of
its last charter: If this has rendered it the mere bank of
a particular state, liable to dissolution at the espiration of
fourteen years, to which term the act of that state has
restricted its duration; it would be neither fit nor expe-
dient, to accept it as.an equivalent for a bank of the
Vnited States.

The restrigtion of its gapital also. which, according te

D
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the same supposition, cannot be extended beyond two mil-
lious of dollars, is a conclusive reason for a different es-
tablishment. 8o small a capital promises neither the re-
quisite aid to government, nor the requisite seeurity to
the community. ¥t may answer very well the purposes
of local accommodation, but is an inadequate foundation
for 2 cireulation co-extensive with the United States ; em-
bracing the whole of their revenues, and affecting every
mdludua.l into whose hands the paper may come.

And madequa.te #s such a capxtal would be to the essen-
tial ends of a national bank, it is liable to be rendered
still more s0, by that principle of the constitution of the
bank of North-Amenea, contained equally in its old, and
in its new charter, which leaves the increase of the actual
caplta.l at any time, (now far short of the allowed extent,)
to the discretion of the directors or stockholders. Itis
naturally to be expeeted, that the allurements of an ad-
vanced price of stock, and of large dividends, may disin-
cline those who are mterested, to an extension of capital ;
from whlch they wxll be apt to feara dmnnutxon of profits.
And ﬁ'om this cireumstance, the iuterest and accommo-
dation of the public, (as well individually as pollectxvely,)
are made more subordinate to the interest, real or imagin-
¢d, of the stockholders, than they oughtto be. It is true,
that unless the latter be consulied, there can be no bank,
(in the sense at least in which institutions of this kind,
worthy of confidence, can be established in this country.) -
But it does not follow, that this is alone to be consulted,
or that it even ought to be paramount. Publie utility
is more truly the object of public bapks, than private
profit. And it is the business of government, to con-
stitute them on such principles, that while the latter will
result, in a sufficient degree, to afford competent metives
to engage in them, the former be not made subservient to
it. To effect this, a principal object of attention ought to
be, te give free scope to the creation of an ample capital ;
and with this view, fixing the bounds whiech are deemed
safe and convenient, to leave no discretion either to stop
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shoit of them, or to over-pass them. The want of this
Precautions in the establishment of the bank of North-
Ameriea, is a further, and an important _reason, for desir-
ing one differently constituted.

Them may be room at first sight, fora supposmon, that

as the prefits of the bank will bear a proportion to the ex-
tent of its operations ; and as, for this reason, the interest
of the stockholders will not be disadvantageously affected
by any necessary augmentations of capital ; there is no
cause to apprehend that they will be indisposed to such
augmentations. But most men, in matters of this nature,
prefer the certainties they enjoy, to probabilities depend-
ing on ustried experiments; -especially when these pro-
mise rather thet they will not be injured, than that they
will be benefitted.

From the influence of this prineiple, and a desire of en-
Lianeing its profits, the directors of a bank will be more
apt. to overstrain. its. faculties, in an .attempt to face the
addmonal demiands whieh the course of business may
ereate, than to set on foot new subseriptions, whioh may
hazard a diminution of the profits, and even 3 tempora.ry
reduction of the price of stock.

Banks are among the best expedients for lowermg the
rate of interest in a country ; Dut to have this effect, their
eapitals must be completely equal to all the derwands of
business, and such as will tend to remove the idea, that
the -accommodations they afford, are in any degree fa-
vours; an idea very apt to accompany the parslmomous
dispensatmn .of: contracted. funds.. In this, as in every
other case, the plenty of the eoramodity ought to heget a.

" moderation of. the price.

The want of a prineiple of rotation, in the constitution

- of the bank of North-America, is. another argument for a

variation of the establishnient. Secarccly one of the rea-
sons which militate against this principle in the constita-
tion of a country, is applicable to that of 2 bank ; while
there ace strong reasons in favour of it, in relation to the
one, which do not apply to tho ether. The knowledge. to
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- be derived from experience, is the only circumstaiiee eom-

mon to both, which pleads against rotation in the dlrecﬂhg
officers of a bank.

But thie objeets of the government of 4 nation, and those
of the goverament of a bank, are so widely different, as
greatly to weaken the force of that consideration, in re-
ference to the latter. Almost every important case of le-
gislation requires, towards a right decision, & general and
accurate acquaintance with the affairs of the state ; and
habits of thinking seldom acquired but from a familiari-
ty with publie eoncerns. The administration of a bank,
on the contrary, is regulated by a few simple fixed max-
ims; the application of which is not diflicult to any man
of ‘judgment, especially if instrueted in the prineiples of
trade:+ It is in general a constant suecession of thé same
details.

But though this be the case, the idea of the advantages
of éxperience, is not to be slighted: Room ought to be
left for the regular transmission of ofiicial information ;
anid for this purpose, the head of the direction ought to
be excepted from the principle of vetation. With this
exception, and witli the aid of the information of the sub-
ordinate officers, thiere can be no danger of any ill effects
from want of experience, or knowledge ; especially as the
periodical exclusion ought not to reach the whole of the
directors at one time.

The argument in favour of the principle of rotation is
this ; that by lessening the danger of combinations among
the directors, to make the institution subservient to party
views, or to the accommodation, preferably, of any parti-
cular set of men, it will render the public confidence more
firm, stable, and unqualified.

‘When it is considered, that the directors of a ba.nk are
not elected by the great body of the community, in which
a diversity of views will naturally preval, at different con-
Junctures ; but by a small axid select elass of meu,’ armong
whom it is far more easy to cultivate a steady adherence
to the same persons and objeots ; and that those directdrs
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have it in their power so immediately to conciliate, by ob-
liging the most influential of this class, it is easy to per-
ceive, that without the principle of rotation, changes in
that body ean rarely happen, but as a concession which
they, may themselves think it expedient to make to pub-
lic gpinion.

The continual -administration of an institution of thxs
kind, by the sanie persons, will never fail, with or with-
out cause, from their conduct, to excite distrust and dis-
eontent. The necessary secreey of their transactions,
gives unlimited scope to imagination to infer that some-
thmg is, or may be, wrong. And this inevitable mystery
is a solid reason for inserting in the eonstitution of a bank
the necessity of a change of-men, As neither the mass
of the parties interested, nor the public in general, can
be permitted to be witnesses of the interior management
of the direetors, it is reasonable that both. should have
that check upon their-eonduet, and that security against
the prevalency of a partlal or pernicious system, which
will be produeed by the certainty of periodical changes.
Such too is the dehcaey of the credit of a bank, that
every thing whlch can. fortlfy eonﬁdence and repel sus-
picion, without injuring its operations, ought earefully to
be sought after in its formation.

A further consideration in favour of a change, is the
improper ‘rule, by which the right of voting for directors
is regulated in the plan upon which the bank of North-
Amerie ‘was omgiha}ly constituted ; namely, a vote for
. he want of a rule in the lastcha.rter,
unless the silence of it on that poiut, inay signify that
every stneklxolder is to have an equal and a single vote,
which would be a rulé in a different extreme, not less er-
roneous. It is’ of importance that 2 rule should be es-
tablished on this head, as it is one of those things which
ought not to be left to discretion ; and it is eonsequently
of equal imiportance, thatihe rule should be a proper onc.

A vote for each share, renders a combination between o
few principal stoekholders, to monopolize the power and




Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

30

beneiits of the bank, too easy. An equal vote to each
stockholder, however great or small his interest in the
institution, allows ngt that degree of weight to large
stockhalders, which it is reasonable they should have, and
which perhaps their security, and that of the bank, require,
A prudent mean is to be preferred. A conviction of this, has
praduced a by-law of the corporation of the bank of
Norﬂn»Amenca, which evidently aims at such a meam.
But 4 reflection arisés here, that a like majority with that
which enacted this law, may at any moment repeal it.

The last inducement which shall be mentioned, is the
want of preeautlons to guard against a foreign influence
insmuatmg itself into the direction of the bank. It seems
soarcely reconcileable with a due caution, to permit, that
any bq}f citizens should be eligible, as directors of a na-
tional bank, or that non-resident foreigners should be able
to influence the appointment of directors, by the votes of
thexr proxxes. In the event, however, of an incorpora-
tion 6f the bank. of North-America, in the plan, it may
be necéssary to qualify this principle, so as to leave the
right of foreigners, who now hold shares of its stoek, un-
impaired, but without the power of transmitting the pri-
vilege in guestion, to foreign alienees.

Itis to be considered, that such 2 bank is not a mere
matter of private property, but a political machine of the
greatest importance to the state.

‘There are other variations from the constitution of the

- bank of North-America, not of inconsiderable moment,

which appear desirable, but which are not of magnitude
enough to claim a preliminary discussion: These will be
seen in the plan which will be submitted in the sequel.

¥ the objections which have been stated, to the consti-
tation of the bank of North-Ameriea, are admitted to be
well founded, they will nevertheless not derogate from the
merit of the main design, or of the services which that
bank has rendered, or of the benefits whieh it has produc-
ed. The creation of such an institution, at the time it
took place, was a measure dictated by wisdom. Its utili-
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ty has bieen amply evinced by its ‘fruits—American inde-
pendence owes much to it.—And it is very coneeivable,
that reasons of the moment, may have rendered those fea-
tures in it inexpedient, which a revision with a permanent
view, suggests ag desirable.

The order of the subject, leads next to an inquiry inte

‘tlie principles upon which a national bank ought te be or-

ganized.

The situation of the United States naturally inspires a
wish, that the form of the institution could admit of a
plurality of branches. But various considerations dis-
courage from pursuing this idea. The complexity of such
a plan would be apt to inspire doubts, whieh might deter
from adventuring it it: And the practicability of a safe
and orderly ‘administration, theugh not to be abandoned
as desperate, canhot be made so manifest in perspective, as
to proxmise the removal of those deubts, or to justify the
government in adopting the idea as an original experi-
ment'! 'The most that would seem adviseable, on this
pojnt, is lo insert a provision, which may lead to it here-
after, if experience shall more eclearly demenstrate its
udility, and satisfy these,who may have the direetion, that
it may be adopted with safety. It is eertain, that it would
have some advantages, both peculiar and important.—
Besides more general accommodation, it would lessen the
danger of a run upon the bank.

The argument against it is, that each branch must be
under a distinet, though suhordinate direetion, to which a
considerable latitude of discretion must of necessity be
intrusted. And as the property of the whole institution
would be liable for the engagements of each part ; that,
and its evedit, would be at stake upon the prudence of the
directors of every part. 'Fhe mismanagement of eithey
hranch might hazard serious disorder in the whole.

Another wish, dictated by the particular situation of the
eountry, is, that the bank eould be so constituted as to be
made an immediate instrument of loans te the proprietors
of land ; but this wish alsoyields te the difieulty ef accom-
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plishing it. Land is alone an unfit fund for a bank cireu-
lation : If the notes issued upon it were not io be payable
in coin, on demand, or at a short date, this would amount
to nothing more than a vepetition of the paper emissions,
which are now exploded by the general voice. If the
notes are to be payable in coin, the land must first be
eonverted into it, by sale or mortgage. The difficulty of
effecting.the latter, is the very thing which begets the de-
sixe of finding another resource ; and the former would not
be practicable on a sudden emergeney, but with saerifices
wlueh would make the cure worse than the disease. Nei-
ther is the idea of constituting the fund partly of coin and
partly of land, free from impediments : these two species
of property do not, for the most part, unite in the same
hands. Will the monied man consent to enter intp a part-
nership with the landholder, by which the lafter will share
mthe'proﬁts which will be made by the money of the former #
The mouey, it is evident, will be the agent or efficient
eause-of tho proﬁts»-—the Iand can only be regarded as an
additional security. Xt is not difficult to foresee, that an
union, on such terms, will not readily be formed. -If the
landholders are to procure the money by sale or morigage
of-a part of their lands, this they can as well do, when
the stock consisis wholly of money, as if it were to be
compounded of money and land.

To procure for the landholders the assistanee of loans,
is the great desideratum. Supposing other difficulties sur-
mounted, and a fund ereated, composed partly of coin and
parily of land, yet the benefit confemplated could only then

‘be obtained, by the bank’s advaneing them its notes for the

whele, or part of the value of the lands they had sub-
seribed to the stoek. If this advance was small, the relief
aimed at would not be given ; if it was large, the quantity
of notes issued would be a eause of distrust, snd, if re-
eeived at all, they would be likely to return speedily upon
the bank for payment ; whiech, after exhausting its eoiif,
might be under the mecessity of turning its lands into
money, at any price that eould be obtained for them, te
the irreparable prejudice of the proprietors.
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- Considerations of public advantage snggest 9 further
wish, which is, that the hank could be established upon
principles. that would eause the profits of it to redoupd to
the immediate henefit of the-state. This is contemplajed
by many who speak ef-a national bapk, but the idea seéms
liable to insnperable objections. 'To attach full confidence
to an institntion of this nature, it appearsio he an essentjal
ingredient in its strpoture, that it shall be under a private,
not 3 public direetion, under the guidanee of. individyal
fnierest, not of public policy ; whigh would be supposed to
be, aud in certain’ emergencies, under a feeble or too san.
guine administegiian, wonld really be, liable to being top
wuch influencedl by public neeesgity. The suspicion of this,
would most probably be a canker that wonld pountinually
porode the vitals of the' eredit of the bauk, and would be
most likely-to prove fatal inthose sitnations in which the
publie gond wonld require that they should be most spund
and vigorons, It would, indeed, be little less than a mie.
gele, should the crpdit of the bank be at the disposal of
ghe 5ovemment, if s o long series of time, there was not
sxperienced 3 ealamitous abuge of it. It is true, that it
would be the real interest of the gevernment net to abuse
it ; its gonnine policy to husband and cherish it with the
most guarded eircumspection, as an ipestimable treasure.
But what government ever. uniformly eonsulted its true
dnterests, in epposition to the temptations of momentary
exigencies ? What nation was ever blessed -with a constant
snccession of ypright and wise administratons ?

‘The keen, steady, and as it. wvere, magnetic sense of their
pwn interest as proprictors, in the direetors of s bauk;
pointing irivavigble to its true pole, the ympaxtty of the
institution ; is the only security that can always be relied
@pon for a ecarefyl and prudent administration. It is,
therefore, the only basis on which an enlightened, unqual-
ifind, aud permanent onfidence, can he expeeted to be erect.
ed and maintained.

The precedents of the banks established in several cities
of Europt ; Amsterdam, Hamburg, eund others ; may

B
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seem to militate against this positions Without a precise
knowledge of all the peculiarities of their respeetlve con-
stitutions, it is difficult to pronounce how far this may be
the case. That of Amsterdam, however, which we best
know, is rather under a municipal thaan a governmental
direction. Particular magistrates of the ejty, not officers
of the republic, have the management of it. It is also a
pank of deposit, not of loan, or circulation ; consequently,
less liable to abuse, as well as less useful. Its general
business consists in receiving money for safe keeping, which
if not called for within a certain time, becomes a part of its
stock, and irrechaimable : But 2 credit is given for it on
the books of the bank, which being iransferable, answers
all the purposes of money.

The directors - being' magistrates of the city, and the
stockholders, in general, its most influential citizens ; it is
evident, that the principle of private interest must be pre-
valent in the management of the bank. And it is equally
&ident, that from the nature of its operations, that prinei-
ple is less essentlal to it, than to an mstltutlon constituted
with a view to the accommodation of the public and indi-
viduals, by direct loans and a paper eireulation. ¢

As far as may concern the aid of the bank, within the
proper limits, a good government has nothing more to wish
for, than it will always possess ; though the management be
in the hands of private individuals. As the institution, if
rightly constituted, must depend for its renovation from
time to time on the pleasure of the government, it will not
be likely to feel a disposition to render itself by its con-
duct, unworthy of public patronage. The government too,
‘in the administration of its finances, has it in its power to
reciprocate benefits to the bank, of not less importance
than those which the bank affords to the government, and
which, besides, are never unattended with an immediate
and adequate compensation. Indeperident of these more
particular considerations, the natural weight and influenee
of a good government will always go far towards procuring
a compliance with its desires; and as the directors will
asually be composed of some of the most discreet, re-
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spectable, and vell-informed citizens, it ean hardly ever
be dificult to make them sensible of the foree of the in-
ducements which ought to stimulate their exertions.

+ J& will net follow, from what has been said, that the
state may not be the holder of a part of the stock of a
bank, and eonsequently a sharer in the profits of it. Xt
will only follow, that it ought not to desire any participa-
tion in the djirection of it, and therefore, ought not to own
the whole or a prineipal part of the stoek ; for if the
mass of the property should belong to the public, and if
the:direction of it should be in private hands, this woild
be to commit the interests of the state to persons not in-
terested, or not enough interested in their proper manage-
ment.

There is one thing, however, which the governmient
owes to itself and ¢o the community ; at least to all that
part of it who are not stockholders ; which is to reserve
to itself a right of aseertaining, as often as may be neces-
sary, the state of the bank, excluding, however, all pre-
tension to control. 'This right forms an artiele in the
primitive constitution of the bank of North-Ameriea, and
its propriety stands upon the clearest reasons. If the pa-
per of a bank is to be permitted to insinuate itself into
all the revenues and receipts of a country ; if it is even to
be tolerated as the substitute for gold and silverin all
the transactions of business ; it becomes, in either view,
‘a national coneern ofthe first magnitude. As such, the
ordinary rules of prudence require, that the goverment
should possess the means of ascertaining, whenever it
thinks fit, that so dehcaw a trust is executed with fidelity
and care. A right of this natuve, is not only desirable as
it respects the government ; but it ought to be equally so
1o all those coneerned in the institution ; as an additional
title to public and private confidence; and as a thing
whieh can only be formidable to practices that imply mis-
managemént. 'The presumption must always be, that the
eharneters whe would be intrusted with the exercise of
this right on behalf of the government, will not be defi-
gient in thediseretion which it may require; at least the '
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admitting of this presuniption eamot be deémed to6 great
a return of cenfidence for that very -large portion of it
which thé governmeént is required to plaee in the bauk.

Abandoning, therefore, ideas which however agreeable
or desjrable, are néither practicible nor safe, the follow-
lowing plan for the constitntion of a National Bauk,'is
respectfully submitted tb the consideration of the house.

L The caprl:al stock-of the bank shall not exceed ten
miilions of dollars, divided into twenty-five thousand
shares, each share heing four hundred doMars; to raise
wlnch sabn, mbsonptlons shall be epenéd on the first
Mohday of April next; and shall eontinue open wnid thé
whole shall be subseribed. Bodiés politic, as well as ins
dividuals, may subscribe.

1., The- amount of each share shall be payable, one
fourth in gold and silver coin, and three fourths in that
part of the public debt, whieh, ateording to the loan pro-
pngc;d&by the act makmg provision for the debt of the
United Stutes, shal! bear an accruing interest at the time
of pa.yment of six Pper cefitum per annum.

IIL The respective sums subséribed, shall be payable
in four equal parts, ds well spetie as débt, in suecessions
ahd at the distance of six calepdat imouths from each
other ; the first payment to be made at the time of sib-
seription. If there shall be & falure in any subsequent
payment, the party failing shall lose the benefit of any
dividend which may have hotrued prior to the timhe for
miaking such payment, and during the delay of the sauje.

IV. The subseribsrs to the bank, and their swccessors,
shall be incorporated, and shall so eontinue, until the final
rédemption of that part of fts stock whicki shall consist of
the publie debt.

V. The capacity of the corporation to hold real and
personal estate, shall be limited to fifteen millions of dol-
lars, including the amount of its capital or original stock.
The lands and teneiments which it shall be permitted to
hold, shall be only such as shall be requisite for the im-
mediate accommodation of the institutions and such a3
shall have been bona fide mortgaged.to it by way of seouns
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rity, or ednvefed to it in satisfaction of debts previously
contricted; iix the usual courss of its dealings, or purchas-

. ¢ at sales upen: judgments wlueh shall have been obtam-

ed for sueh debts.

VL The totality of the debts of the company, whetheo
by bond, bill, note, or other coniract, (2redits for depesits
‘exeepted,) shall never exceed the amount of its capital
stoeck. In case of excess, the directors, under whose ad-
ministeation it shall happen, shall be liable. for it'in their
private or separite eapacities; These who may have.die+
sented, may.excuse themselves from this responsibility, by
immediately giving notice of the fact and their dissent, to
the President of the United States, and to the steckhald-
ers, at a general meeting to be ealled by the president of
the bank, at their request.

VII. The company may sell or demise its lands and
tenepiénts, or may sell the whole or any part of the pub- .
lie debt, whereof its stock. shall censist; but shall.irade -
in nothing, except bills of eichange, gold and silver bul-
Yon, or in the sale of: goods pledged for money lent : ner
shall take %ioié than at the rate of six per centum per aus
nuin, upon its leans or discounts.

VIII. No loan shall be made by the bank, fox.' the use,
oron aceount of; the government of the United States, of
of either of thiem, to an amount exeeeding ﬁfty thousand
dollaxrs, or of any foreign prince or state ; unless pre-
viously authorized by a law of the United States.

IX. The stock of the babk shall be transferable aceord.
.hg to such rales as shall be instituted by the company in
‘that behalf, »

: X, The wifairs of the bank skall bé under the manage
aent of twenty-five directors, one of whom shall be the pre-
sident.. And there shall be on the first Monday of Janua-
Ty, in each year, a choice of direetors, by a plurality of
suffrages of the stoekholders, to sexve for a year. The
directors, at their first meeting after each election, shall
‘ehioose .oné of their number as president.

X1. The pumber of votes to which each stockholder
shall he entmed, shall be according to the number of
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sharés ke shall hold, in the proportions following :—thet
is to say, For one*share, and not more than two shares,
one yote : For every two shares, above two, and not ex-
ceeding ten, one vote : For every four shares, above ten,
and not exceeding thirly, one vote : For every six shares,
ahove thirly, and nat exceeding sixty, one vote: For
every eight shares, above sixty, and not exeeeding one
hundred, one vote; and for every tem shares, above one
hundred, one vete : But BO,_person, co-partunership, or bo-
dy polltlc, shall be entitled to a greater number than
thirty votes. And after the first election, no share or
shares shall eonfer a right of s » which shall not
haye been holden three ealendar months previous to the
day of election. Stockholders, actually resident within
the Unrted Siates, and none other, may vote.in elestions
by pl:oxy. o

XII. Not more than three fourths of the direetors in
oﬂiee, .exclusive of the president, shall be eligible for the
next sueceedmg year. But the divector who shall be
presldent at the time of an election, may be a.lways re-
eleeted.

XIIi. None but a stockholder, being a citizen of the
United States, shall be eligible as a director.

XIV. Any number of stockholders not less than sixty,
who together shall be proprieters of two hundred shares,
or upwards, shall have power at any time to call a géne-
ral meeting of the stockholders, for purposes relative to
the institation ; giving at least six weeks notice in two
public gazettes of the place where.the bank.is kept, and
specifying, in such notice, the objeet of the meeting.

XV. In case of the deaih, resignation, absence from
the United: States, or removal of a director by the stock-
holders, his place may be filled by a new echoice for the
remainder of the year.

XVI. No director shall be entitled to any emolument,
unless the same shall have been allowed by the stockhold-
ers at a general meeting, The stockholders shall make
such compensation to the president, for his extraordinary

attendance at the bank;, as shall appear to them reasonable.
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- XVIIL Not less than seven directors shall eonshtute ®
board for the transaction of business.

XVIIl. Every cashier, or treasurer, before he enters
on the duties.of his office, shall be required to give bond,
with two or more sureties, to the satisfaction of the direc-
tors, in a sum. not less than twenty thousand dollars, with
eondition for his good behaviour.

XIX. Half yearly dividends shall be made of so much*
of the profits of the bank, as shall appear to the directors
adviseable. And onee in every three years the directors
shall lay before the stockholders, at a general meeting,
for their information, an exact and particular statement of
the debts which shall have remained unpaid, after the ex?
piration of the original -oredit, for a period of treble-the
term of that eredit, and of the surplus of profit, if any,
after deductmg losses and dividends.

XX The bills and notes of the bank originally made pay-
able, or which shall have become payable on demandy-in
gold and sxlver coin, shall be receivable in all payments to
the United States. '

XXI. The officer at the head of the treasury department
of the United States, shall be furnished from time to tirae,
as often as he may require, not exceeding once:a week,
with statements of the amount of the capital stock of the
bank, and of the debts due to the same, of the monies de-
posited therein, of the notes in eirculation, and of thé cash
in hand'; aud shall have a right to inspect such general ac-
counts in the books of the bank, as shall relate to the said
statements ; pronded that this shall not be construed to im-

ply a. nght of- mspeotmg the aceount of any private indi-

vidual or mdlnduals, with the bank.

XXII. No similar institution shall be established by any
future act of the United States, during the continuance of
the one hereby proposed to be established.

XXIH. It shall'be Iawful for the directors of the bank
to establish offices, wheresoever they shall think fit, with-
in the United States, for the purposes of discount and de-
posit only, and upon the same terms, and in the same man-
Rer, as shall be practised at the bank, and to commit the
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management of the $aid offices, and the making of the said
discounts, either to agents specially appointed by them, or
1o such persons as may be chosen by the stockholders re-
siding at the place where any such office shall be, under
snth agreements, and subjectto such regulatigns as they
shall deem proper ; not being- contrary to law, or to the
eonstitution of the bank,

XXIV. And lastly. The President of the United States
shall be authorized to cause a subseription to be made to
the stock of the said company, on bebalf of the United
States, to a0 amount not exceeding two millions of dollars,
1o be paid eut of the monies whick shall be horrowed by
virtue of either of the acts, the one entitled, ¢ An act ma-
&ing provision for the debt of the United States,” and the
ather entitled, # An act meking provision for the redue-
tion of'tlie publie debt,” borrowing of the bank an equal
sein, to Be applied to the purposes for which the said mo-
uiés shall have been procuved, reimburseable in ten years
by equal annual instalments ; or at any time sooner, or in
any greater proportions, that the government may think fit.

“‘The reasons for the several provisions contained in the
foregoing plan, have been so far anticipated, and will, for
the nost part, be so readily suggested by the nature of
those provisipns, that any eomments which need further
be made, will be hoth fow.and concise.

'The combination of a portion of the public debt, in the
formastion of the capital, is the principalthing of which an
-explanation isveguisite. ‘The chief-object of this'is, to en-
able the oreation-of a capital suffieiently large to be the
basis of an extensive circulation, and an adegnate security
for it. As has been elsewhbere remarked, the original plan
of the bank of North-America, eontemplated o capital of
ten millions of dollars, svhich is eertainly not t0o.broad a
foundation for the exteusive operations to which 2 na-
tienal bank is déstined. But to eollect such a sum in this
sountry in gold and siver, into ene depository, may, without
hesitation, be pronounced impeacticable. Hence the neces-
sity of an auxiliary, which the public debt at once presents.

This -pabt of the fund will be always ready to come in



Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

41

aid of the specie. It will more and more command 2
ready sale ; and can therefore expeditiously lie turned in-
to eoin, if an exigency of the bank should at any time we-
quire it. 'Fhis quality of prompt convertibility into eein,
rendeps it an equivalent for that neeessary agent of bauk
eirculation ; and distinguishes it from a fund in land, of
which the sale would generally be far less compendious,
and at great disadvantage. The guarter-yearly receipts
of interest, will also be an aetual addition to the specie
fund, during the intervals between them and the half year.
ly dividends of profits. The objection to combining land
with speoie, resulting from their not beiag generally in
possession of -the same pexsons, dees net apply to the dehd,
whiech will adways be found in eonsiderable quantity among
the monied and trading ptople.

'The debt composing part of the capital, besides its eol.
latera]l effeet in enabling the bank to extend its operations;
and eonsequently o enlarge its profits, will produee 3 di«
reet annual revenue of six per centwn from the govern-
ment, which will enter into the half yearly dividends re-
ceived by the stockholders.

‘When the present price of the publie debt is considened,
and the effeet which its conversion into bank stock, incor-
porated with a specie fund, would in all probability have
to aecelerate its rise to the proper point, it will easily be
discovered, that the operation presents in its outset a very
considerable advantage to those who muy become subseri-
hers 3 and from the influence which that.rise would have
on the genéral mass of the debt, a proportional henefit
to all the publie ereditors, and in a sense which has been
more than once adverted to, to the community at large,

Thexe is an important fact, whieh exemplifies the it~
ness of the public debt, for a bank fund, and which may
serve to remove doubts in Some minds on this point. Tt
is this, that the bank of England, in its first erection, rest.
ed wholly on that foundation. The subscribers to a loan
to government of one million two hundred thousand peunds
sterling, were incorporated as a bank ; of which thédebt
ereated by the loan and the interest upon it, were the sole

¥
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