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Legislative Brief: Assumption Plan (HR 63)

Date: May 6, 1790 (2nd Session)
Summary:  

Secretary of the Treasury Alexander Hamilton has proposed that the national government assume responsibility for paying the debts of all 13 states as well as the debts of the national government. This is called the “Assumption” plan. The money to pay the debts will come from national revenue (i.e. money derived from all of the states).

The total sum of all the states debts at this time is estimated to be $25 million.

Background: 

During the War for Independence, the state governments ran up debts just like the national government ran up debts. When the British army invaded states, the state governments were forced to borrow money in order to pay for supplies that could be used to fight the war. The states borrowed money the same way the Congress under the Articles did – it sold bonds. 

The states have not been able to pay all of their debts. While some states, (mostly Southern with the exception of heavily indebted South Carolina) have taxed their citizens and repaid all or part of their debts, other states have not.  For example, Massachusetts still has a debt exceeding $5 million while Pennsylvania’s debt exceeds $2 million. Virginia, on the other hand, taxed its citizens and has paid off $6 million of its $9 million debt from the war.

Pending Bills: The Residence bill is due up for consideration. The bill raises the question of where the permanent capital for the United States will be located. 
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