Fiscal Objection to Statehood in Indiana
DoNALD F. CARMONY

Opposition to increased tax burdens was the principal
objection to statehood when Indiana was admitted to the
Union in 1816.! According to the Ordinance of 1787, which
although dealing specifically with the Northwest Territory
served as the model for most subsequent territorial govern-
ments, a new territory was launched as a first or nonrepresen-
tative stage of government without any popular voice in the
selection of territorial officials.? This level continued until
an increased population made possible an advance to the sec-
ond or representative stage of government with a popularly
clected House of Representatives.* Statehood was the final
step in the transition from territory to equal membership in
the Union. As the territorial frontier swept westward, the
democratic impulse, especially strong in the frontier area,
soon made the process decidedly more democratic.*

The Northwest Territory at first included all of the pres-
ent states of Ohio, Indiana, Illinois, Michigan, Wisconsin, and
the eastern half of Minnesota and was governed as a non-
representative territory from 1788 until 1798 when the area
entered the second or representative stage by proclamation

1 This conclusion was also reached by Charles Kettleborough (ed.),
Constitution Making in Indiana (3 vols., Indiana Historical Collections, I,
II, and XVII, Indianapolis, Indiana, 1916, 1930), I, xvi: “Chief argu-
ment advanced in opposition to the assumption of Statehood was the
expense and the increased taxation.”

2 The 1787 Ordinance is in Francis N. Thorpe (comp.), The Federal
and State Constitutions . . . and Other Organic Laws . . . (7 vols.,
Washington, 1909), II, 957-962; and also Kettleborough, Constitution
Making in Indiana, I, 26-33. Andrew C. McLaughlin, The Confederaticn
and the Constitution, 1783-1789 (American Nation Series, 28 vols,, New
York, 1904-1925, edited by Albert B. Hart), X (1905), 120-122, indicates
that the Ordinance served as a model for other territories.

3 Kettleborough, Constitution Making in Indiana, I, 29: “So soon
as there shall be 5,000 free male inhabitants of full age in the district,
upon giving proof thereof to the governor, they shall receive authority,
with time and place, to elect representatives from their counties or
townships to represent them in the General Assembly. ... ” The act
of 1800 establishing the Indiana Territory, however, provided for tran-
sition to the second stage ‘“whenever satisfactory evidence shall be given
to the Governor thereof that such is the wish of a majority of the
frecholders . . . . 7 as stated in ibid., 42.

4 Ibid., 48, 56-57, 58-59, 73-77; and Annals of Congress, 10 Cong.,
1 Sess., 2834; 10 Cong., 2 Sess., 1821-1822; 11 Cong., 3 Sess., 1347-1348;
14 Cong., 1 Sess., 459-461, 1841-1844, for laws of Congress making the
Indiana process more democratic. Concerning other territories see
Thorpe, The Federal and State Constitutions, passim.
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of Governor Arthur St. Clair." This change added consider-
ably to the cost of government, and very shortly inhabitants
of the western region, mainly French, sent memorials to Con-
gress protesting the heavy territorial taxes arising from the
transition. They beseeched Congress to return them to the
less expensive, although nonrepresentative first stage, and
their prayer was answered by the establishment of Indiana
Territory in 1800. The parent area west of a line beginning
at the north bank of the Ohio River opposite the mouth of the
Kentucky, thence to Fort Recovery and due north to Canada,
was included in the new territory.” Indiana then comprised
nearly all of the present Indiana, the western half of Michi-
gan, all of Illinois and Wisconsin, and the eastern half of
Minnesota.

Four years later Indiana advanced to the representative
level, with its added fiscal burdens, and history repeated
itself with the people in the regions of Detroit and Kaskaskia
praying Congress for a return to the nonrepresentative stage
by the creation of new territories.® Michigan was organized

5Clarence E. Carter (comp. and ed.), The Territorial Papers of
the United States (Washington, 1934- ), The Territory Northwest of
the River Ohio, 1787-1803, I11, 514-515, has a copy of the proclamation.
The boundaries of the Northwest Territory were set forth in the Or-
dinance of 1787.

6 Concerning the increcased cost see: Jacob Burnet, Notes on the
FEarly Settlement of the Northwest Territory (Cincinnati, Ohio, 1847),
301, 313; Clarence W. Alvord, The Illinois Country, 1673-1818 (The
Centennial History of Illinots, I, Springfield, Illinois, 1920), 406-407;
William A. Rawles, Centralizing Tendencies in the Administration of
Indiana (Columbia University Studies in Political Science, XVII, No. 1,
New York, 1903), 250. For the tax laws involved see Theodore C.
Pease (ed.), The Laws of the Northwest Territory, 1788-1800 (Illinois
State Historical Library Collections, XVII, Springfield, Illinois, 1925),
467-478, 478-494. The memorials are in Carter, The Territorial Papers
of the United States, 111, 76-78 and VII, The Territory of Indiana, 1800-
1510 (1939), 3-4.

" For the law creating the new territory see: United States Stat-
utes at Large, 11, 58-59; Annals of Congress, 6 Cong., 1 Sess., 1498-1500.
For maps of territorial changes of this period see George Pence and
Nellie C. Armstrong, Indiana Boundaries: Territory, State and County
tIndiana Historical Collections, XIX, Indianapolis, 1933), 137-147.

8 Memorial of the Citizens and Inhabitants of the Indiana Terri-
tory, Praying for the Interposition of Congress, to Relieve Them From
Certain Embarrassments (Washington City, 1804); Carter, The Terri-
torial Papers of the United States, VII, 227-231, 240-242, 140-145; An-
nals of Congress, 9 Cong., 1 Sess., 466-468; American State Papers:
Documents, Legislative and Executive (38 vols., Washington, 1832-1861),
Miscellaneous, XXXVII and XXXVIIT (1834), XXXVII, 922; Carter,
The Territoriul Papers of the United States, VII, 544-554.
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as a separate territory in 1805, but the Illinois petitioners
had to wait until 1809 for their separation.’

Indiana remained at the representative stage from late in
1804 until statehood was achieved in 1816, during which period
the total territorial expenditures averaged approximately ten
thousand dollars yearly.™ About two-thirds of this sum
was paid from federal appropriations leaving one-third payable
from territorial revenues. While at the nonrepresentative
level, territorial costs had totaled about $5,700 annually with
all but two hundred dollars being provided from the federal
treasury.!

The meagerness of these totals, especially when the ex-
tent of the federal subsidy is considered, is indicative of the
fiscal atmosphere in which Indiana became a state. It was
generally understood that this federal support would be lost
if territorial days were ended, while it was also recognized
that statehood would result in added costs. The ensuing dis-
cussion has several references to these points of view. With
this picture before us, the fiscal aspect of the statehood con-
test can be observed more nearly from the contemporary per-
gpective and the movement cannot be properly understood in
any other manner. Such objectivity is particularly hard to
achieve in these days when fiscal expenditures have towered
skyward until millions and even billions are spent with less
caution and care than the founding fathers of Indiana spent
thousands or even hundreds of dollars.’?

By 1816, Indiana with a population of between seventy-
five thousand and one hundred thousand was ripe for state-

v United Stales Statutes at Large, 1I, 309-310, 514-516.

10 Donald F. Carmony, “Indiana Territorial Expenditures, 1800-
1816,” in the Indiana Maguzine of History (Bloomington, Indiana,
1905- ), XXXIX (1943), 261.

1 Ibid., 244-245, 261-262. Further details concerning territorial
expenditures may be found in this article and in Donald F. Carmony,
Indiana Public Finance, 1800-1826 (Ph.D. thesis, Indiana University,
Bloomington, Indiarna, 1940), 1-56.

12 Logan Esarey (ed.), Messages and Letters of William Henry
Harrison (2 vols., Indiana Historical Collections, VII and IX, Indian-
apolis, Indiana, 1922), I, 156-157, quoting Governor Harrison to the
first representative Assembly in 1805 urging “the strictest frugality
and economy” and advising that the government avoid drawing “from
the people a single cent that can be dispensed with . . . .” For other
territorial economy see Carmony, Indiana Public Finance, 1800-1826,
pp. 104-107.
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hood.*® Indian resistance had been crushed during the War
of 1812 and English influence around the Great Lakes had
waned.'* Indiana was the first of six states to enter the
Union in the half-dozen years beginning in 1816, and the spirit
of nationalism reached a new peak causing membership in
the Union to be viewed with patriotic pride.’”

The Mississippi Valley was debtor to the Atlantic Sea-
board and Europe, and its financial resources were limited
even more than many contemporaries realized, but that fron-
tier spirit of optimism and expansion which led to excessive
land speculation and reckless ventures in banking and internal
improvements often produced rosy forecasts of future fiscal
affairs. The failure of the First State Bank of Indiana in the
1820’s and the internal improvements debacle of the late thir-
ties and early forties are appropriate Indiana illustrations of
this frontier tendency.* Some Indiana taxpayers, however,
preferred a prolongation of the territorial status to being
“weaned” from the federal treasury but such raised their
voices in vain.

As early as 1811, serious consideration was given to the
question of statehood when in December, about one month
after the Battle of Tippecanoe (which may have been the im-
mediate spur to action), the Indiana Assembly approved a

13 Carter, The Territorial Papers of the United States, The Terri-
tory of Indiana, 1810-1816, VIII (1939), 364; Annals of Congress, 14
Cong., 1 Sess., 460; Kettleborough, Constitution Making in Indiana, I,
68-69. These sources indicate a total of nearly sixty-four thousand
according to the territorial census of 1815, but there was a consider-
able increase in population between the taking of this census and the
formal end of the territorial period on December 11, 1816.

14 Frederic L. Paxson, History of the American Frontier, 1763-1793
(Boston, 1924), 178; Logan Esarey, A History of Indiana (2 vols., Fort
Wayne, Indiana, 1924), I, 228-229; Dan E. Clark, The West in Ameri-
can History (New York, 1937), 217.

15 The other states were Illinois, Missouri, Alabama, Mississippi,
and Maine. All “western” states except Maine which was also a frontier
area. See the quotation from the Lexington, Indiana, Western Eagle,
supported by footnote number 26 following, for an example of the
patriotic pride with which membership in the Union was viewed.

16 Logan Esarey, “Internal Improvements in Early Indiana,” Indi-
ana Historical Society, Publications (Indianapolis, Indiana, 1895- ), V
(1915), 47-158. Also Logan Esarey, State Banking in Indiuna, 1814-
1878 (Indiana University Studies, No. 15, Bloomington, Indiana, 1912),
passim, The Journals of the House and Senate for nearly any annual
session of this period reflect this spirit in the messages of the governor
and various committee reports.
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memorial seeking statehood.'” Two members of the lower
house expressed their disapproval saying:

That the inhabitants of the said Territory suffer no evils under their
present form of government which would not be increased fourfold
by an admission at this time into the union as an Independent state
inasmuch as the people are not sufficiently numerous for such a state
of things, having as appears by the late census but a few over Twenty
four thousand inhabitants

Secondly: The Treasury of the said Territory is at present in
such a miserable state of depression that Territorial paper is infinitely
below par; and this too although the Tax on Land has hitherto ex-
ceeded all example, and has in fact been higher than the people are
willing or can conveniently bear; and under a State Government our
expenditures must be increased fourfold.18

Thirdly

Because under the existing Government of the Territory we enjoy
nearly all the blessings and benefits of a State Government without
the fourth of its expence inasmuch as although our executive possesses
the sole power of appointment yet there is Scarce an instance of an
officer whose appointment is not left to the nomination of the people.
Decr 13th 1811

( JAMES DILL
Signed ( PETER JONES®
These two legislators objected to the increased taxation which
would result from statehood, especially when the alternative
was a liberal territorial regime which was very inexpensive
to territorial taxpayers.

The memorial contained no fiscal clauses but reference
to the increased population which was expected to follow
statehood was probably linked with the hope of subsequently
enjoying more favorable fiscal conditions through diffusion
of tax burdens. Emphasis was placed upon the need for
emancipation from the “Monarchal” form of territorial gov-
ernment, but it was a “principl, not men or measures” from
which they sought liberation.2

17 Journal of the House of Representatives of the Indiana Terri-
tory, 1811. See under date of December 11. Typed copies of the avail-
able territorial journals are in possession of the Indiana Historical

Bureau, Indianapolis, Indiana.

18 The annual tax on land during territorial days varied from
about one-fourth to one cent per acre. See Carmony, Indiana Public
Finance, 1800-1826, pp. 75-77. The source indicated contains citations
to the tax laws.

19 The protest is in Carter, The Territorial Papers of the United
States, VIII, 147-148,

20 The memorial is in zbid., 150-151; also in Louis B. Ewbank and
Dorothy L. Riker (eds.), The Laws of Indiana Territory, 1809-181#
(Indiana Historical Collections, XX, Indianapolis, Indiana, 1934), 787-
788.
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General Johnston, who voted for the petition, wrote_In-
diana citizens hazarding the opinion that Congress would
grant the prayer of the Assembly because of the reduction
of congressional expenditures which would flow therefrom.*!
Johnston was, no doubt, referring to the end of federal ap-
propriations for certain territorial salaries and a contingent
fund which would cease with statehood. His prediction was
inaccurate, however, a select committee of the lower house of
Congress, headed by Territorial Delegate Jonathan Jennings,
reported a resolution favoring statehocod whenever the popula-
tion reached thirty-five thousand as determined by a terri-
torial census.?

The War of 1812 apparently checked and delayed agita-
tion for statehood. During the years 1812 and 1813, the
thoughts and efforts of the people of Indiana were beamed on
defense from the Indians and their British allies, although by
the end of 1814 the war clouds were dispersing and the im-
mediate future promised a considerable impetus to population
and fiseal resources. The Assembly provided for an 1815
territorial census to discover whether the number of inhabi-
tants totaled a minimum of sixty thousand as required for
statehood by the Ordinance of 1787.2¢ In the summer of 1814,
Waller Taylor, in announcing himself a rival for Jenning’s
position in Congress, rather gingerly advocated statehood:
“as soon as the people shall think themselves able to support
it, however, I shall expect instructions, and those instructions,
whatever they may be, coming from a majority of the people.
or from the Legislature, I shall punctually obey.”’?*

The 1815 census, taken by the tax listers or assessors,
disclosed a population of nearly sixty-four thousand.?* News-
papers within and without the territory viewed this count as
opening the way to immediate statehood. The Western Eagle,
recipient of the public printing patronage, proudly announced:

another manly link is about to be added to the bright chain of our
glorious republic in the Territory of Indiana . . . . there is a charm,

2! Vincennes, Indiana, Western Sun, December 28, 1811.

22 For the committee report see Annals of Congress, 12 Cong., 1
Sess., 1247; also in Kettleborough, Constitutional Making in Indiana, I,
66-67.

23 Ewbank and Riker, Laws of Indiana Territory, 1809-1816, pp.
587-588.

24 Vincennes, Indiana, Western Sun, June 23, 1812.

2% See footnote 13 above.
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a political magic in the right of self government . . . that attracts our
citizens to an independent state government in preference to a terri-
torial establishment even partially at the expense of the Federal gov-
ernment.

The Eagle cited the rapid development of Ohio in the preceding
decade as ample illustraticn of the magic of statehood; here
the flow of population had been greater than that of the
Greeks over the Mediterranean World.?®

On December 11, 1815, exactly one year before the for-
mal admission of Indiana, the territorial house again approved
a memorial for statehood and soon concurred in changes which
the Council made therein.2” Jonathan Jennings, still territorial
delegate and leader of the statehood movement, presented this
memorial to the lower house of Congress where it was referred
to a committee of which he was chairman. After some delay,
perhaps arising partly from its association with a similar
act for Mississippi, an Indiana Enabling Act was approved by
President James Madison on April 19, 1816.28

While this measure was pending at Washington, Governor
Thomas Posey, who had succeeded Harrison in 1813, wrote a
personal letter to Secretary of State Monrce against state-
hood:

Some of our Citizens are very restless to go into a State government.
I wish the people were well prepared for the measure, but I may say
with propriety that at least two thirds, or three fourths, are not able
to contribute but very little, if any thing to the Support of a State;
and there is also a very great scarcety of talents, or men of such in-
formation as are necessary to fill the respective Stations, & offices of
government. No doubt you have seen the memorial of the two Houses
of our Legislature to Congress for the purpose of going into a State
Government. If Congress should be so benevolent as to grant all ask’d

26 Lexington, Indiana, Western FEagle, October 28, 1815; Niles
Weekly Register (Baltimore, 1811-1837), VI (August 6, 1814), 394;
ibid., IX (November 4, 1815), 171.

27 Journal of the House of Representatives of the Indiana Territory,
1815. See under date of December 11 and 12. Typed copy in the pos-
session of the Indiana Historical Bureau. The memorial is in Ewbank
and Riker, The Laws of Indiana Territory, 1809-1816, pp. 811-814; Lex-
ington, Indiana, Western Fagle, December 23, 1815; Vincennes, Indiana,
Western Sun, January 27, 1816; Niles’ Weekly Register, I1X, (January
20, 1816), 352-353; Kettleborough, Constitution Making in Indiana, I,
69-72,

28 Concerning the passage of this act through Congress see Annals
of Congress, 14 Cong., 1 Sess., 408, 459-461, 1293, 1300, 1367, 1373, 31,
255, 274, 282, 312, 315. For the Enabling Act see United States Stat-
utes at Large, II1, 289-291; Vincennes, Indiana, Western Sun, May 4,
1816; Kettleborough, Constitution Making in Indiana, I, 73-77.
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for, there would be no other difficulty except the want of men of good
information.2?

The governor stated that three years would be soon enough to
make the proposed transition and solicited the endorsement
of Secretary Monrce for another three-year term as governor!
Posey, no doubt, realized that his tenure was contingent on a
prolongaticn of the territerial period and this perhaps fortified
his position in regard to statehood, while such leaders as Jen-
nings, who would probably gain political advancement, were
inclined to soft-pedal the increased fiscal burdens which would
result from statehood.*®

“A Farmer of Knox County,” more likely an associate of
Governor Posey than a dirt farmer, anticipated the adoption
of the Enabling Act and warned his fellow citizens: “A state
government! that would now, and while the direct tax con-
tinues, cost us above thirty thousand dollars, in addition to
the enormous expences that must accumulate to support a
great increase of offices.”””» Although “A Farmer” stressed
the political disadvantages of statehood, most of what he
penned was a severe indictment of Jennings. Later, “A Farm-
er of Knox County,” perhaps the same as above, charged Jen-
nings with the responsibility for the Enabling Act which he
claimed was at the expense of and against the wishes of a
large majority in Knox and adjoining counties.’® The state-
ments of “A Farmer” support the thesis that the fiscal argu-
ment was the principal objection to statehood and their criti-
cism of Jennings illustrates the importance attached to his
leadership.

On the eve of the constitutional convention, at Corydon,
The Cornucopia of the West wisely counseled that to assume
the dignified position of a free and independent state would
“require the exercise of a degree of fortitude, wisdom and

2% Thomas Posey to James Monroe, Jeffersonville, Indiana Territory,
January 26, 1816, in Carter, The Territorial Papers of the United States,
VIII, 380. Also in Esarey, Messages and Letters of William Henry
Harrison, 11, T15, with some variations.

30 In 1816 Jennings was elected governor over Posey. The transi-
tion from territory to state lowered the governor’s salary from two
thousand to one thousand dollars annually. Previous discussion has
indicated that during territorial days such salaries were paid from the
federal treasury, however, statehood transferred such expense to the
Indiana treasury.

31 Vincennes, Indiana, Western Sun, April 20, 1816.

52 Ibid., July 20, 1816. “Farmer” supported the election of Posey
as governor in the ensuing August election.
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economy . . . . " It was urged that taxes be reduced and
shackles be removed from industry.** Contemporaries gener-
ally consider taxes ‘“‘too high,” but present day Hoosiers may
well wonder what shackles then burdened industry. Appar-
ently, the then odious excise taxes which the federal govern-
ment had reluctantly revived during the war of 1812 were the
target of this criticism.3! ’

The most complete and best organized of the available
statements against statehood came from the pen of “Republic-
an” who addressed his thoughtful remarks “To The Citizens
of Indiana.” His identity is unknown but he was strongly
opposed to Jennings. ‘Republican’s” appeal appeared in the
Western Sun about one week prior to the convening of the
constitutional convention and may have been timed to influ-
ence the delegates to decide against framing a constitution as
the next step on the road to statehood. “Republican” viewed
the crisis as one which seldom occurred and confined his ar-
gument largely to the fiscal issue, making no other objection
to statehood.

Although taxes in support of the territorial government
were heavy, statehood would cause these burdens to be dou-
bled,*® while by remaining a territory money could be saved
to citizens where it was much needed in settling a new coun-
try. Indianans were urged to attend for a while to ‘“‘the
opening, clearing, and cultivation of their farms, have a sur-
plus produce for market, invite emigrants, & then we shall
be able to pay our state revenue without the sheriff’s taking
our childrens bread.” After such delay the people of Indiana
could enter the Union as wise men, but its immediate assump-
tion would result in the tax exemption of all lands sold by the
federal government within Indiana for five years from the
date of sale; make the salaries of the governor, judges and
secretary payable from state rather than federal revenues;
and result in additional expense because of more offices. I{
the territorial government were retained, the expense and the

33 Lexington, Indiana, Cornucopia of the West, June 8, 1816,

34 See Carter, The Territorial Papers of the United States, VIII,
311-312, 377-379.

35 This was an understatement. Moreover, statehood ended the
federal subsidy for salaries and certain other items. This made the
increase to Indiana taxpayers relatively much higher. See the closing
paragraph of this article for summary concerning expenditures during
the first decade of statehood. ‘
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ability to pay taxes would gradually become proportionate to
that required to support a state establishment and pay rev-
enue to the United States.*® There is much to be said for the
validity of “Republican’s” thesis, but fiscal policy of a gov-
ernment is not always in accordance with valid theories and
practices.

On June 10, 1816, the constitutional convention convened
at Corydon and next day voted 34 to 8 to frame a constitution
and the preponderance of this majority indicates much pop-
ular support for the statehood movement.*” Jonathan Jen-
nings was made chairman of the convention.*® Less than two
weeks later the Western Sun quoted from a letter received
from Corydon:

The Convention have determined by a majority of 33 to 8, to
launch our political vessel of state, and I am afriad without having a
sufficient number of skillful navigators on board, at least to manage
the vessel in case of a storm.—But with such an overwhelming ma-
jority in favor of a state government, the people must take it as a
mad [man] takes his wife, “for better or worse,” &c. with but this
exception, a divorce cannot be obtained.3?

Within about three weeks the constitution was framed and
during the next few months a state government was organ-
ized,*" but formal admission was delayed until December 11
when President Madison approved a joint-resolution of Con-
gress declaring Indiana a member of the Union.** The Hoo-
sier state has never been without a sufficient number of
would-be navigators, but not all have been of equal skill as
pilots of the ship of state!

The average annual cost of state government during the
first decade of statehood was approximately twenty-five thou-
sand dollars,*> yet this initial decade was a difficult period

36 Vincennes, Indiana, Western Sun, June 1, 1816, in a supplement
to the regular issue.

37 Kettleborough, Constitution Making in Indiana, I, 78-79.

38 Ibid., xvil. )

39 Vincennes, Indiana, Western Sun, June 22, 1816.

10 Kettleborough, Constitution Making in Indiana, I, xvii-xxii. For
another study of the constitution see Ruth E. Brayton, The Constitution
of 1816 (A.M. Thesis, Indiana University, Bloomington, Indiana, 1929);
Esarey, History of Indiana, 1, 252-254.

. 41 Annals of Congress, 14 Cong., 2 Sess., 1348; Kettleborough, Con-
stitution Making in Indiana, 1, 131-132,

42 Carmony, Indiana Public Finance, 1800-1826, Table IV, between
pages 155-156, has a summary of expenditures during the first decade
of statehood based on annual reports of the state treasurer.
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with much deficit financing involving relatively large issues
of state treasury notes.*® By the mid 1820’s, however, the
depression had lifted, population and resources were larger,
the state debt was almost liquidated, and Indiana was entering
a decade in which the fiscal skies would generally be clear,
and the state would continue to grow in population and re-
sources at an amazing rate. The fiscal objection to statehood
seems to have been largely forgotten as Indiana became proud
of her place in the Union.

43-Jbid., 149-251. For laws authorizing treasury notes Laws of the
State of Indiana, 1820-1821, pp. 40-44; ibid., 1821-1822, pp. 108-110;
ibid., 1822-1823, pp. 38-40; Special Laws of the State of Imﬁana, 1823-
1824, pp. 91-95, see section 4, pp. 94-95. See also various reports and
annual messages of the governors as found in contemporary House
and Senate Journals,





