CLASS SET
Clay’s American System

Clay’s American System was an economic plan based on the ideas of Alexander Hamilton that was put forward shortly after the conclusion of the War of 1812. Years of embargoes and trade restrictions, combined with an expensive war, had left the U.S. economy in shambles. In addition, the national debt had grown considerably to finance the war; $45 million in 1812 to $127 million by 1815. (This should sound very familiar. Think U.S. post-American Revolution.) 

Clay’s American System was essentially a plan to strengthen and unify the nation pushed by many members of the Democratic-Republican Party, including a number of leading politicians such as Henry Clay, John C. Calhoun and John Quincy Adams. The System consisted of four main parts;
· Support for a high tariff to encourage & protect American industries, as well as generate revenue for the federal government. 

· Maintenance of high public land prices to generate federal revenue. (What land is the U.S. government selling? Don’t forget a very large purchase that took place back in 1803.) 

· Re-charter of the Bank of the United States to stabilize currency, jumpstart the economy and rein in risky state and local banks. 

· Development of a system of national infrastructure, which would connect the nation for purposes of commerce. The infrastructure would be financed by the tariff and land sales revenues. 

The American System enjoyed moderate success. Portions of the System were enacted by the United States Congress and signed into law. 
· The Second Bank of the United States was re-chartered in 1816 for 20 years. 
· High tariffs were maintained from the days of Alexander Hamilton until 1832. 
· The national system of infrastructure was never adequately funded; the failure to do so was due in part to growing tensions among the different regions of the country (North, South, and West) as well as constitutional disagreements about the expense ($$$). Some infrastructure was created, including the Erie Canal and the Cumberland Road.

Some of the arguments regarding the American System included;

· Opposition to tariffs by the South and the West because they unfairly benefitted Northern industry. 

· Opposition to high land prices by those in the South and West because it discouraged expansion and agricultural growth.

· Clay argued that the West, which opposed the tariff, should support it since Northern factory workers would be consumers of western foods. 
· In Clay’s view, the South should support tariffs because of the ready market for cotton in northern mills. 
