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		Abstract

		During the 1820s and 1830s, American state governments made large investments in canals, banks, and railroads.  In the early 1840s, nine states defaulted on their debts, four ultimately repudiated all or part of their debts, and three went through substantial renegotiations.  This paper examines how the states got into the debt crisis and, as a result of their earlier history, how they responded to fiscal pressure in the debt crisis.  The explanation is built around revenue structures.  States along the developed eastern seaboard were able to avoid politically costly property taxes, while states along the frontier were forced to rely heavily on property taxes.  When faced with fiscal pressures, two of the defaulting states -- Maryland and Pennsylvania -- were able to resume debt payments, with back interest, as soon as a property tax was enacted.  The other defaulting states, however, already had high property taxes.  Without access to new revenue sources, these states were forced to default, and then either renegotiate or repudiate their debts. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Grinath,  Arthur and Wallis,  John J. and Sylla,  Richard, Debt, Default, and Revenue Structure: The American State Debt Crisis in the Early 1840s (March 1997). NBER Working Paper No. h0097,  Available at SSRN: https://ssrn.com/abstract=225060
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Arthur Grinath

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Microeconomic Consulting and Research Associates, Inc. (MiCRA)  ( email )

			

			
			
				
				
				
					Demonet Building
1155 Connecticut Avenue, N.W., Suite 900
Washington, DC  20036
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						John J. Wallis (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Maryland - Department of Economics  ( email )

			

			
			
				
				
				
					College Park, MD  20742
United States
301-405-3552 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Richard Sylla

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: New York University - Stern School of Business, Department of Economics]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				New York University - Stern School of Business, Department of Economics  ( email )

			

			
			
				
				
				
					269 Mercer Street
New York, NY  10003
United States
212-998-0869 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      136

			

		
		
		
			Abstract Views

			    2,765

		

		
		 
		
			Rank

			  383,243

		

		
	


	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,243

                                    

                                    
                                        PAPERS

                                           32,681

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Bank Chartering and Political Corruption in Antebellum New York: Free Banking as Reform

                        
                            By
                                
                                
                                    
                                    Howard Bodenhorn
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Banking Crises and the Rules of the Game

                        
                            By
                                
                                
                                    
                                    Charles W. Calomiris
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        When Did Ownership Separate from Control? Corporate Governance in the Early Nineteenth Century

                        
                            By
                                
                                
                                    
                                    Eric Hilt
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Free Banking and Bank Entry in Nineteenth-Century New York

                            
                                By
                                    
                                    
                                        
                                        Howard Bodenhorn
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Incentive-Robust Financial Reform

                            
                                By
                                    
                                    
                                        
                                        Charles W. Calomiris
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Wall Street's First Corporate Governance Crisis: The Panic of 1826

                            
                                By
                                    
                                    
                                        
                                        Eric Hilt
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Limited Partnership in New York, 1822-1853:  Partnerships Without Kinship

                            
                                By
                                    
                                    
                                        
                                        Eric Hilt
                                         and 
                                    
                                        
                                        Katharine O'banion
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.093 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

