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I. Overview & Significance

In 1798 President John Adams signed into law legislation that taxed merchant
mariners’ wages at the rate of $0.20 per month used the subsequent revenue to construct a
national medical network for the use of “sick and disabled” merchant mariners. The
Marine Hospital Act of 1798 was the federal government’s first foray into public
medicine. Congress enacted this legislation to stabilize a labor force that was crucial to
national economic development. In this era before the advent of railroads, water-borne
transportation was the only way to move commodities over long distances. During
debate about the Marine Hospital Act in Congress, opponents claimed that the law would
decimate the United States maritime labor force in two ways. First, some argued that
sailors would seek out alternate labor markets to avoid paying the tax. Second, others
worried that the tax would damage the American shipping industry. Specifically,
representatives from states with notable shipping interests argued that in order to pay the
tax, mariners would pass on to their employers the cost of the hospital tax by demanding
higher wages, and undermining mercantile profits. The critics were incorrect on both
counts. The American merchant marine grew rapidly throughout the nineteenth-century,
anchoring the expansion of national commerce. Moreover, economic historians argue
that this era of national commercial expansion served as the catalyst for the transition to
capitalism in America.

The significance of this story is twofold. First, the Marine Hospitals serve as a
successful historical example of the taxation of wages for the purpose of providing
subsidized medical care. This history also provides a crucial reference point in
contemporary debates about the role of government in the health insurance marketplace.
Contrary to the assertions of many journalists and policy scholars, federal taxes on wages
for the specific purpose of providing medical care is neither radical nor unprecedented.
Rather, the founding fathers themselves erected such a mechanism to uphold a system of
Marine Hospital that remained intact until the early 1980s.

[l. Legislative History & Background

Congress enacted ‘An Act for the Relief of Sick and Disabled Seamen’ on July
16, 1798. The statute had five sections. First, the law mandated that beginning on
September 1, 1799, the captain of every American merchant vessel arriving in port was
obliged to present to federal customs officers “a true account of the number of
seamen...and shall pay...at the rate of twenty cents per month for every seamen so
employed, which sum he is authorized to retain out of the wages of such seamen.” $0.20
in 1798 would currently amount to about $3.50. The second section affixed penalties for
non-compliance: ship captains who failed to hand over either or both of the account of
the number of sailors or the garnished wages faced a $100 penalty and the loss of their
vessels’ regulatory documentation required to participate in the maritime marketplace.
Sections three and five dealt with administrative personnel. Section three authorized




federal Collectors of Customs, at the discretion of the President of the United States, to
expend Marine Hospital tax revenue as needed to provide medical care for sick sailors in
their port. Alternatively section five allowed the president to designate a local “director
of the marine hospital” to “direct the expenditure of the fund.” A noteworthy amendatory
law of 1802 gave the President control over expenditure of all Marine Hospital taxes.

The final provision of the 1798 law made provisions for future expansion. According to
section four, “if any surplus shall remain” from collected Marine Hospital taxes, the
President was to invest these funds with the goal of accumulating enough to purchase or
construct new hospitals “for the accommodation of sick and disabled seamen.”

The Marine Hospital Act of 1798 responded to the charge, articulated by social
groups and leading thinkers in the revolutionary era, to provide medical care to a vital
labor force that appeared unwilling or unable to purchase medical attention when
necessary. The architects of early American national political economy believed that
robust long-distance especially transatlantic, commerce, was crucial to stability and
prosperity. Preserving a “nursery of seamen,” as Alexander Hamilton put it in the pages
of the Federalist, was thus vital to the national good." Thus throughout the 1790s, the
maritime commercial community called for measures to protect the health of the
merchant marine, or sailors-for-hire on vessels owned and operated by private
individuals. Akin to independent contractors, merchant mariners worked for cash wages
per voyage. When they became sick or disabled, these merchant mariners in ports
without accommodations for unhealthy indigents were left to their own devices, or to the
humiliation of the poorhouse. In 1792, for instance, Congressman Hugh Williamson of
North Carolina demanded, “hospitals should be erected...at every port...for sick and
infirm seamen” because the public bore the burden “to protect and cherish this useful
class of our fellow-citizens.”"

The idea of taxing sailors’ wages to subsidize the cost of their medical care first
arrived in Congress in 1792. The Boston Marine Society, a benevolent organization of
retired merchants and mariners, petitioned the United States Treasury that the
government should exact “a Small Tax on Seamen for the support” of a sailors’ hospital.
In a report to Congress, Treasury Secretary Alexander Hamilton called for “a
contribution by the mariners and the seamen of the United States, out of their wages to be
regulated by law.”" The proposal had a sturdy precedent to stand upon for during the
seventeenth-century, Great Britain had collected a similar “hospital money” from the
merchant marine. This tax funded the operation of the Greenwich Hospital in London.
In April, 1798, the Committee on Commerce and Manufactures considered adopting this
taxing mechanism during “conversation on the subject of the Marine Hospital.”"

Opposition to the 1798 legislation centered around three questions: who
ultimately would pay the Marine Hospital tax? What would be the economic effect of
this tax? Was the tax constitutional? The spokespersons for the opposition were
Congressmen Samuel Sewall of Massachusetts and Albert Gallatin of Pennsylvania.
Sewall was a wealthy merchant whose chief concern was that the law would damage the
foundations of commerce. Sewall argued, “this tax would have an effect to drive our
seamen out of the country.” What he meant was that once American sailors learned they



owed $0.20 per month from monthly wages, they would flee to other labor markets where
authorities demanded no such tax. Thus Sewall suggested that the Marine Hospital tax,
which intended to foster the growth of the merchant marine, would in fact have the
opposite effect."”

Sewall also implied that the Marine Hospital tax would damage the profit margins
of merchant capitalists involved in commerce. “The tax would fall upon the merchant”
who owned the vessels, and employed the seamen, he claimed. Here Sewall meant that
sailors, facing the loss of $0.20 per month from the tax upon their wages, would demand
an extra $0.20 per month in their wages from the employing merchant. Thus, the Marine
Hospital fund, while ostensibly being constituted by mariners, would actually come out
of the pockets of the merchants, or shipowners who employed the mariners. Albert
Gallatin of Pennsylvania made a similar claim. He argued, “In some instances it would
fall upon the sailors themselves; and in some of these it would be paid by the merchants
themselves, and in others, by the community.” The broader point was that people other
than the sailors would end up subsidizing the costs of care for the sailors.""

The critics’ constitutional argument amounted to a claim that the federal
government did not have “the power to make the proposed regulation,” but rather that “it
was a business which more particularly concerned the Legislatures of the individual
States.” Supporters of the bill did not challenge this assumption on the House floor. Yet
a petition from Dr. Samuel Latham Mitchill of New York justified the Marine Hospital
legislation on the ground that “the regulation of commerce belong[ed] exclusively to the
National Legislature.” Whether or not other proponents of the Marine Hospitals shared
Mitchill’s view that the Commerce Clause of the U.S. Constitution (Article I, Section 8,
Clause 3) authorized the Marine Hospital tax, though, they clearly believed that Congress
had a general authority to legislate in this regard.""

I11. Effect of Legislation

In the years following passage of the act, the Marine Hospital system took shape
throughout the country. In busy ports, the federal government contracted with existing
hospitals to care for sick sailors. In smaller ports, the government paid fees as necessary
to individual physicians and boardinghouses. In Massachusetts and Virginia, the federal
government operated its own facilities. Although reliable data for the period between
1798 and 1818 does not exist, during the period between 1818 and 1860 the Marine
Hospitals served over 178,000 patients.™ Yet critics’ fears that the Marine Hospitals
would undermine the United States’ burgeoning commercial economy proved unfounded.

The wage-withholding mechanism of the Marine Hospital Act of 1798 did not in
fact retard the development of a thriving merchant marine in the nineteenth-century. In
1800, the free maritime labor force was approximately 40,000 strong. Over the course of
the century, this labor force grew steadily, save for a brief period of contraction after the
War of 1812, until reaching a peak of 145,000 in 1860.”

Maritime wages rose neither significantly nor uniformly. Indeed, in the six
decades after enactment of the Marine Hospital Act, sailors’ wages never reached the



heights encountered prior to passage of the law. In 1800, maritime wages were estimated
at $20/month in the European and domestic shipping trades, and $19/month in the Asia-
Pacific shipping trades. By 1818 wages in both sectors had dipped to $12/month. The
leading student of this topic argues that global political and economic conditions were the
dominant factors in the fluctuation of maritime wages.*

The growth of the merchant marine and the relative depression of mariners’
wages accompanied the rapid development of the American commercial sector. No
economic historian has specifically identified any adverse effect of the Marine Hospital
system on commercial growth. Rather, scholars argue that commercial development
during this era constituted the engine of American economic growth.™"

While the Marine Hospital system did not significantly burden the commercial
economy during the nineteenth-century, it did have important and ultimately beneficial
effects in other aspects of American life. First, scholars argue that the Marine Hospitals
on the western frontier spurred the growth hospital culture in locales distant from nation’s
leading metropolises. The Marine Hospitals facilitated the transition to “general
hospitals” that were and remain the basis of the nation’s healthcare infrastructure. In this
way, the Marine Hospitals constituted a vital foundation for the essential institutional
framework of national life."" The Marine Hospitals system is also credited as the
institutional origin of the United States’ Public Health Service. Dispersed throughout the
country as they were, the Marine Hospitals were unique outposts for national data
collection and policy experimentation long before the rise of a national administrative
state. "

The Marine Hospitals functioned for 205 years, though they became less
important after the Civil War. To be sure, by 1952 the hospitals still serviced the
merchant marine as well as personnel from the Coast Guard and their families. Yet
between 1878 and 1954, bureaucratic mismanagement of the Marine Hospitals brought a
seemingly unending wave of reform efforts. Notably, in 1955, the Hoover Commission
called for a structural reorganization of every branch of the Public Health Service,
including the Marine Hospitals. Meanwhile, new technologies such as containerization
decimated the numbers of merchant mariners and, subsequently the number of patients at
the Marine Hospitals. These developments translated to the slow starvation and death of
the Marine Hospitals in public policy. With the establishment of Medicare and Medicaid,
for instance, the Marine Hospitals became a peripheral, relatively unimportant bureau
within the Public Health Service. The Omnibus Budget Reconciliation Act of 1981
ended funding for the Hospitals and they finally closed their doors in 1983.%

IV. Contemporary Significance
Finally, the history of the Marine Hospital Act of 1798 also bears significance in
the realm of contemporary policy, namely as an early and durable example of federal
involvement in the healthcare marketplace. One provision of the Patient Protection and
Affordable Care Act of 2010 is a mandate requiring that individuals purchase health
insurance that is subsidized to some extent by government regulation. Critics have
charged that “the passive status of being uninsured” is not sufficient to justify federal




regulatory activity under the Commerce Clause of the United States Constitution.
Despite reference to recent case law, critics also point to the “historical context” of the
founding era, in order to claim that no “countervailing example” can be found in support
of congressional legislation and executive administration of national healthcare policy.
Clearly, however, it was Congress that enacted the Marine Hospital Act of 1798, and the
executive branch that administered the Act until 1983."

V. Conclusion

The Marine Hospital Act of 1798 was the federal government’s first attempt at
using public authority to provide medical care for a group of citizens. The Act imposed a
$0.20 per month tax on sailors’ wages to defray the cost of providing medical care at
ports throughout the country. Critics of the legislation, fearful that the tax on sailors
wages would damage the maritime labor market and dent commercial prosperity, warned
of likely adverse consequences. These adverse consequences did not materialize.
Rather, the rise of the Marine Hospitals coincided with a period of remarkable economic
growth that was rooted in maritime commerce.

Appendix 1: Quotes

Against:

Samuel Sewall, Annals of Congress, 5cong, 2 sess, April 10, 1798, 1386.

“Mr. SEWALL said, he was unwilling to say any thing against this bill; but the passing of
it would be attended with many inconveniences and objections, which ought to be
mentioned....He thought the laws of reason and charity called upon the public at large in
support of unfortunate men of this description, and that the burden ought not exclusively
to be laid upon them. We have no common feeling with these men; the tax will fall upon
no member of this House, but will be exclusively drawn from the earnings of a small part
of the community, who, in all probability, will receive no advantages from it for fifty
years to come, as large and splendid buildings must first be erected, in order to exhibit to
the world a specimen of public charity.”

Samuel Sewall, Annals of Congress, 5 cong, 2 sess, April 10, 1798,13809.

“Besides, this tax would have an effect to drive our seamen out of the country. The tax
would fall upon the merchant, and be deducted from their wages. It would also fall
heaviest upon those seamen who have families and are fixed in the country.”

Samuel Sewall, Annals of Congress, 5cong, 2 sess, April 10, 1798, 1391.
“The tax would eventually fall upon the merchant or landlord; but he believed upon the
landlord, as they generally got the surplus of the sailor’s money.”

Albert Gallatin, Annals of Congress, 5 cong, 2 sess, April 10, 1798, 1392.

“If he was inclined to provide relief for sailors, as a distinct class of citizens, he was
against providing a fund for the purpose by a tax upon labor, which would, in all respects,
be a capitation tax. Gentlemen might argue as they pleased about the tax falling upon
merchants, it was impossible to say upon whom a tax upon labor would fall. In some
instances it would fall upon the sailors themselves; and in some of these it would be paid
by the merchants themselves, and in others, by the community.”



For:

Josiah Parker Annals of Congress, 5 Cong, 2 sess, April 10, 1798, 1391.

“He hoped, therefore, the sailors of this country would not be left to the doubtful
benevolence of others; but that, by passing this bill, a permanent relief might be afforded
them in case of sickness, disability, or old age.”
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