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EDWARD C. PAPENFUSE

The Legislative Response

to a Costly War
Fiscal Policy and

Factional Politics in Maryland

17771789

THE cosTt oF Independence to state governments and the
people they served was high. Funding the Revolution forced
the states to accept a multitude of new or expanded respon-
sibilities. The ensuing controversy over what services govern-
ment ought to provide and how those services ought to be
paid for placed great strain on what hitherto had been an
affordable parochial experiment in representative govern-
ment. Before 1776 provincial government cost little and was
left largely to a small, relatively affluent elite to manage and
to quarrel about in leisurely fashion. To understand what
state government became during and after the American
Revolution, we must look closely at the economic conse-
quences of war as they interacted with the existing factious
climate of state politics.

The single most important economic problem that the new
state legislatures had to grapple with from their inception to
the assumption of the debt by the new federal government
in 1790 was devising means by which the staggering cost of
the Revolutionary War could be paid. Between 1776 and
1783, Maryland incurred a war-debt principal of £1,647,750,
an annual average of £329,550, that, if not paid, caused an
additional yearly drain of about £20,000 in interest.! In 1783

'Edward C. Papenfuse, In Pursuit of Profit: The Annapolis Merchants in
the Era of the American Revolution, 1763—1805 (Baltimore, 1975), pp. 80—
81, n. 8.
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Fiscal Policy and Politics in Maryland

the white population of the state was 179,177, making the
annual per capita rate of indebtedness between 1779 and
1783 £2, including interest. The average per capita wealth
among whites in Maryland in 1783 was £68.14.0. Assuming
that, at best, average per capita income was 6 percent of per
capita wealth, the average annual cost of the war effort to
each white Maryland resident between 1779 and 1783 was
almost 50 percent of gross per capita income. Not until very
recently in Maryland history would the debt burden on tax-
payers again be so great. In 1977 the average per capita in-
come of Maryland residents was $7,572 while the gross per
capita public debt of the United States was $3,233 or 42.7
percent of per capita income.?

In Prospects on the Rubicon (1787) Thomas Paine reflected
on the decade or so that had passed since the publication of
Common Sense. “War,” he wrote, “involves in its progress such
a train of unforseen and unsupported circumstances that no
human wisdom can calculate. It has but one thing certain,
and that is to increase the Taxes.” In the twelve years from
1777 until 1789, the outlook for Maryland taxpayers was in-
deed potentially bleak. Not only did the government have to
come to grips with a totally unfamiliar debt burden of dis-
quieting proportions but after 1781, when it reluctantly cre-
ated the mechanism for collecting and enforcing taxes, it was
tempted to postpone amortizing war-related debts and to en-
large the uses to which the money raised would be put. As
long as the economy remained relatively healthy (as it did
until November 1%85), the legislature seemed more than
willing to appropriate monies for civil salaries, county court-
houses, and public improvements, while increasingly sup-
porting measures to defer payment of any but locally held
war debts. In November 1786, near the end of the yearlong
controversy over the merits of printing vast quantities of pa-
per money backed by nothing more than the good faith of

2Based upon an analysis of the 1782 and 178 tax lists. See “Summary
Accounts of the Valuation of the Assessments in the Several Counties Re-
turned by the Commissioners of the Tax, 1782, [and] 1783,” Scharf Col-
lection, Maryland State Papers, series Z, box g5, folder 56, Maryland Hall
of Records, Annapolis. The World Almanac and Book of Facts, 1979 (New
York, 1979), pp. 97 and 108.
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SOVEREIGN STATES

the state, a letter signed “Poverty” appeared in the Maryland
Gazette (Baltimore). It pleaded with the legislature to attend
to the needs of the poor and charged that hitherto the assem-
bly’s principal concern had been to “found the college, to im-
prove the public buildings at Annapolis, and the navigation
of the potomack.” Tax revenue in hand or anticipated
formed a powerful inducement to politicians to discover
ways in which it might be spent rather than to pay the public
debt and reduce the tax burden.?

Charles Carroll of Carrollton, Maryland’s arch-conserva-
tive in more than fiscal matters, as early as 1777 predicted
difficulties arising from a rapidly mounting war debt but saw
no other recourse than high taxes. In a series of letters writ-
ten between 1777 and 1779 to William Carmichael, a protégé
in the congressional foreign service, Carroll took an increas-
ingly pessimistic view of the effect of stringent tax collec-
tion. He calculated that property taxes would bring about
£120,000 annually into the treasury but warned that under
British rule taxation was “very moderate.” He suggested that

people would make unfavorable comparisons. “The bulk of
mankind only judge by their feelings and cannot see into the
remote consequences” of low taxes. They were sure to resist
paying “what they can even bear.”* Until 1781 the legislature

*Statements concerning the nature of legislation passed during the
years 1780—89 are based upon an issue analysis of legislative activity, made
under the terms of grants from the National Endowment for the Hu-
manities, and a correlation of lower house proceedings with the session
laws, the original recorded versions of which are in the Maryland Hall of
Records, Annapolis. The Maryland Gazette or The Baltimore Advertiser, Nov.
14, 1786.

*William Carmichael Papers, Maryland Historical Society, Baltimore.
See also Memorial of Alphonsa F. A. Blake, Record Group 233, National
Archives. While correct about the discontent high taxes would cause, Car-
roll typically misread the consequences. He felt strict collection of high
taxes would lead to mass migration from the older settled areas to “new
confederacies” in the West that would be reluctant to ally with the sea-
board states. The ultimate disposition and settlement policy for the lands
west of what Carroll called “the appalachian hills,” a policy in large mea-
sure shaped by the Maryland delegation in Congress, did not fulfill his
gloomy prediction that the new western states would “pay . . . little or none
of our taxes.” In fact the adoption of the Constitution led to a quite equi-
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Fiscal Policy and Politics in Maryland

of Maryland demonstrated a great reluctance to fund the
war effort and avoided collecting all but token taxes. Conse-
quently inflation became more severe than it has ever been
since in the United States, although not as bad as in Germany
in 1928. In August 1780 a bed with clean sheets and break-
fast in Annapolis at the regulated rate cost forty-seven times
what it would once inflation was controlled. By the early
months of 1781 the exchange rate in Annapolis reached a
peak of 135 Continental dollars for one dollar specie. Cred-
itors like John Galloway, who was attempting to collect the
debts owed a deceased relative, simply refused to accept pay-
ment in Continental dollars.’

Congress appointed a superintendent of finance in the
spring of 1781 with broad powers to bring fiscal stability to
the national war effort. The Maryland legislature followed
suit in January 1782 by appointing an intendant of the reve-
nue after passing in 1781 a tory property confiscation law
that provided some capital for funding the debt beyond the
anticipated collection of taxes. Both measures served to
bring inflation within acceptable bounds. Confiscation, how-
ever, did not promise to raise more than a third of the prin-
cipal of the war debt, and money from the sale of confiscated
property could only be collected over a considerable length
of time. Few purchasers had the means to pay cash and most
could only post interest-bearing bonds. Taxes had to provide
the difference. Even Charles Carroll underestimated the
revenue that could be generated by property taxes. In 1782
the estimate of gross tax receipts was £264,348, or £1.11.0
for every white person in Maryland, about 50 percent of per
capita income. If collected, property taxes could just barely
pay the accumulating war debt; as time would prove, how-
ever, the revenue collected was not exclusively earmarked for
paying for the war. Tax revenue proved too great a tempta-

table distribution of the tax burden caused by the war, but in 1779, on the
eve of a greatly accelerated war effort in Maryland, neither Carroll nor
anyone else could have predicted precisely what the consequences of an
expensive war would be.

® Annapolis Records, 5:190 and g:13, Md. Hall of Rec., Annapolis; Pa-
penfuse, In Pursuit of Profit, pp. 103—4; “Summary Accounts.”
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tion, and Maryland’s new intendant of the revenue found
himself embroiled in controversy almost from his first day in
office.%

On January 20, as the session of the assembly that estab-
lished the office of intendant ended, State Senator James
McHenry wrote George Washington that the “only novelty
which [the assembly] has given birth to, is a man called Inten-
dant, whom we have vested with great powers & who is to
destroy that disorder in our affairs, which has arisen chiefly
from a bad money & a want of money. You, who know the
confusion which reigns very generally throughout the States,
will suppose that Daniel of St. Thomas Jenifer, the Maryland
Intendant, must have a very embarrassing time & that he
shall be uncommonly fortunate, should his administration be
successful.””

The legislature instructed the intendant to oversee the col-
lection of taxes, the sale of specifics (wheat, pork, and to-
bacco) accepted in payment of taxes, and the collection of all
debts to the state, including those arising from the sale of
confiscated property. It also expected him to oversee the pay-
ment of the state’s creditors. Inevitably, Daniel of St. Thomas
Jenifer, who held office until 1788, first as intendant respon-
sible to the legislature and then as agent for the governor
and council, found himself frequently at odds with the gov-
ernor, the governor’s council, dissident elements in the leg-
islature, and taxpayers in general, who either blamed him
for their plight or asked him for relief. In September 1782 a
prominent Anne Arundel County tobacco planter, Samuel
Chew, with whom Jenifer had long been acquainted, went so
far as to ask for a loan with which to pay his taxes. “How
Times are alter’d since we used to meet often at our City. But
so it is. Things are turn’d upside down & when they will
come Right again God knows. If theire be not Some altera-

SE. James Ferguson, The Power of the Purse: A History of American Public
Finance, 1776~1790 (Chapel Hill, 1961), p. 118; November session, 1781,
ch. 27, passed January 22, 1782, Recorded Laws of Maryland, Md. Hall of
Rec., Annapolis.

’Bernard C. Steiner, The Life and Correspondence of James McHenry
(Cleveland, 1907), pp. 41—42.
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tion in affairs soone I do not know what will be ye Conse-
quence. These heavy taxes we shall never be able to comply
with unless ye Country produce will fetch a better price.”® If
it was difficult for Chew to pay taxes in 1782 because of the
low price of tobacco, it must have been impossible by Novem-
ber of 1785. Tobacco prices fell by a third and remained
there for some time after a sustained period at an exception-
ally high 4o shillings per hundredweight. In November 1785
Maryland settled into a temporary yet severe recession, ac-
centuated by Jenifer’s policy of retiring the debt with as
much dispatch as he could command.®

Shortly after his appointment as intendant in 1782, Jenifer
received a congratulatory letter from his counterpart at the
national level, Robert Morris. Morris cautioned that Mary-
land’s method for supporting the war effort was a “bad one”
since it allowed people to pay taxes in kind (specifics) instead
of money. Morris pointed out that the articles submitted for
taxes were never of the highest quality and the public costs

of marketing them soon consumed most, if not all, of their
worth to the state. “It is a vain thing,” he wrote, “to suppose
that wars can be carried on, by quibbles and Puns and yet

8Samuel Chew to Daniel of St. Thomas Jenifer, Sept. 5, 1782, Scharf
Collection.

9The causes of the recession of 1785—86 are well known and were not
surprising even to knowledgeable contemporary observers. In April 1784
John Ridout of Annapolis wrote to his patron, former Governor Sharpe,
that he would “easily conceive how much distress’t the people are in gen-
eral & how unable to pay the heavy taxes imposed on them in consequence
of the late unhappy ruinous War. Money was never more scarce, much
having been exported last year by the foreign adventurers who poured in
Quantities of goods from Europe on the Cessation of Hostilities & got for
them most of the specie that was then in circulation” (John Ridout to Ho-
ratio Sharpe, Apr. 17, 1784, Ridout Papers, Md. Hall of Rec., Annapolis).
The full impact of the high taxes and acute shortage of coin was not gen-
erally felt, however, until coupled with the sharp reduction in the market
price of tobacco that occurred in November 1785. “Maryland tobacco at
Baltimore through 1785 would average for good quality 24/- sterling per
nite hundr. —for common or inferior 21/-. . .. In Nov. price suddenly re-
duced at least ¥ and remains [early 1786] at that reduced price” (Chal-
mers Papers, Maryland, 1:16 and 17, New York Public Library).
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laying taxes payable in specific articles is little better, for with
great Sound they put little or nothing into the Treasury.”10
Jenifer learned this lession only too well, for he was soon
criticized roundly for the low return on the sale of specifics.
He came under most fire, however, for placing the demands
of Congress before those of local creditors of the state and,
more importantly, ahead of salary payments to civil officers.
Within months of his appointment he was engaged in a bit-
ter, vituperative debate with Gov. Thomas Sim Lee and the
council, a debate that momentarily raised to a philosophical
plane the only two discernible elements of political principle
consistently in evidence in the factious squabbles among leg-
islative interests of the 1780s: Should national needs take
precedence over local spending priorities? To what extent
should local, state, and national government be permanently
expanded? Slightly modified, Carl Becker’s well-known par-.
adigm for the origins of the Revolution in New York applies
to Maryland politics in the late 1770s and the 1780s. From
1777 to 1789 two questions of roughly equal prominence af-

fected the course of political events in Maryland. The first
was whether essentially parochial and provincial interests
should prevail over what could be termed the national inter-
est. The second was by whom, for whom, and at what ex-
pense state government should be conducted. The first was
the question of home rule. The second was the question of
what factions and fiscal policies should rule at home.!!

19Morris continued, “Experience will however evidence before long to
every understanding, the folly of levying specific Supplies, for it will be
found that those states which tax in money only will grow rich whilst the
others continue poor. You must provide the ways and means of turning
your Specific Articles into money. Congress have required money, and I
will strictly adhere to their requisition through out the States” (Robert
Morris to Daniel of St. Thomas Jenifer, Mar. 12, 1782, Adjutant General’s
Papers, Md. Hall of Rec., Annapolis).

"Maryland State Papers. Jenifer’s conflict with the executive on the
matter of spending priorities continued through William Paca’s terms as
governor. It was only under Gen. William Smallwood that Jenifer could
feel comfortable in the executive branch. Smallwood understood well the
need to support the war debt and had defended army spending priorities
in 1782 and 1783 against a governor and council that had other concerns
(Edward C. Papenfuse and Gregory A. Stiverson, “General Smallwood’s
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