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or 1815, Alexander Hamilton’s pro-banking, pro-
i1 the Yea::t policies were adopted by a group of politicians who
Jevelop™® ome to public notice as young supporters of Thomas

ha; ﬁ;an;; James Madison. These politicians, who included
Jese

Clay of
;{en.rz; We})a’ster of New Hampshire and Massachusetts, came to be
ani

alled “National Republicans.” In the years after 1815, they helped
1 create the Second Bank of the United States. They spent federal
noney on clearing harbors and rivers for steamboats and merchant
sps. They promoted canals as infrastructure investments that
would open tremendous opportunities for commercial farmers,
manufacturers, and others. They also supported tariffs to protect

Kentucky, John C. Calhoun of South Carolina, and

manufacturing,

Henry Clay, the most charismatic of all the National Repub-
licans, put all the policies together in a synthesis of government-
supported nationalist-capitalist development that he called “The
American System.” His critics charged that the American System
belped well-connected citizens while hurting ordinary farmers,
g ‘”‘Ofried that the Bank of the United States would corrupt the
American economy as a whole. But here, in the 1832 speech, Clay
:i:;sgtr}:tt tll)le tariff—one part of the system—had already pro-
b tmﬂeneﬁ.ts to all actors in the American economy, not
oy compe;:r Iron manufacturers that it specifically protected
Ml o o ;°n- Oppo.nents wanted to reduce the tariff dra-

’ ne of their claims was that the process of paying

.
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stion is worthy, also, of serious consideration. Not to
onstitution, its date is coeval with that instrument.
gObehl e ever memorable 4th day of ].u.ly—the 4th day of July,
lt hegt? Osecon d act which stands recorded in the statute book, bear-
8 iflustrious signature of George Washington, laid the corner-
g1 o whole system: That there might be no mistake about the
o . then solemnly proclaimed to the American people and
teh ‘tﬁ that it was necessary for “the encouragement and protec-
tothewo’;n ;factufes’” that duties should be laid. [ . . . ] Mr. Jefferson
gon oant foreign restrictions, foreign prohibitions, and foreign high
uﬁ:5> ought to be met, at home., by AI:rlerican restrictions, Ameri-
etibitons and Men.can high d.utles. M:r. Hamilton, surveying
et ground, and looking at. the inherent nature of the subject,
it with an ability which, if ever equalled, has not been sur-
sedand earnestly recommended protection. [ . .. ]

The question, therefore, which we are now called upon to deter-
ring,is not whether we shall establish a new and doubtful system of
ply,just proposed, and for the first time presented to our consid-
wtion; but whether we shall break down and destroy a long estab-
lshed system, patiently and carefully built up, and sanctioned, during
iseres of years, again and again, by the nation and its highest and
nostevered authorities. [ . . . ] The people of the United States have
sy supposed that the policy of protecting their industry, against
f?feign legislation and foreign industry, was fully settled, not by a
Z)"gle act, but by repeated and deliberate acts of government, per-
med at distant and frequent intervals. [ ... ]
oitz::n;ﬁd-al effe.cts [...]have been felt in all parts of the Union.

" te’s ﬁ:rﬂ}.' believe, has it been prejudicial. To the North, every-
™) onies are borne to the high prosperity which it has dif-

er:efe’f all .branches of industry are animated and flourishing.

el reign and domestic, active; cities and towns springing
e d»andnfh and beautifying; navigation fully and profitably em-
€ Whole face of the country smiling with improvement,
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Not has the system [ . . 1 proved injurious to the cotton g,

country. I cannot speak of South Carolina itself, where I hyy, .
been, with so much certainty; but of other portions of the Unigy:
which cotton is grown, especially those bordering on the Mississipu?
I can confidently speak. If cotton planting is less profitable thanp;
was, that is the result of increased production; but T believe it o1,
otill the most profitable investment of capital of any branch of by
ness ins the United States. [ . . . T When gentlemen have sucoeeds
in their design of an immediate or gradual destruction of the Ame:
can System, what is their substitute? Free trade! Free trade! The cl
for free trade, is as unavailing as the cry of a spoiled child, inis
nurse’s arms, for the moon or the stars that glitterin the firmamentd
heaven. It never has existed; it never will exist. Trade implies atle
two parties. To be free, it should be fair, equal, and reciprocal.[ . y
We may break down all barriers to free trade on our part but the
work will not be complete until foreign powers shall have
theirs. There would be freedom on one side, and restrictions,

tions, and exclusions, on the other. [ . . . ]
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. identical with the long-cherished policy of Great Brit-
w lsma-ms the same as it was when the thirteen colonies were
;1:;"1 dsh empire. [...]Thenitwas the object of this British
. adapt the means or wealth of the colonists to the sup-
1'st ;oby their necessities, and to make the mother country the
Mze of that supply. No?)v it see.ms the policy is only so far to
<ed, that We must continue to import necessaries from Great
i order t enable her to purchase raw cotton from us. [ . . . ]
"esmbﬁshment of manufactures among us excites the creation
4, and this gives new S of consumption, which are grat-
the purchase of foreign objects. A poor nation can never be a
onsuming nation. Its poverty will limit its consumption to bare
nce [+ o+ ] If the establishment of American manufactures,
fore, had the sole effect of creating a new, and an American, de-
|for cotton, exactly to the same extent in which it lessened the
4 demand, there would be no just cause of complaint against
iff, The gain in one place would precisely equal the loss in the
+ But the true state of the matter is much more favorable to the
n grower. It is calculated that the cotton manufactories of the
ted States absorb at least 200 thousand bales of cotton annually.
eveit to be more. The two ports of Boston and Providence alone
ived, during the last year, near 110 thousand bales. The amount
mually increasing. [ . . . ] Break down the home market, and you
without resource. Destroy all other interests in the country, for
:if“agi“ary purpose of advancing the cotton-planting interest, and
tinflct a positive injury, without the smallest practical benefit to
*Otton planter [, . . |
"¢ topic has, T think unnecessarily, been introduced into this
:m’t:s' iaili:i? to the charge brought against the manufacturing sys-

1t g the growth of aristocracy. [ . . . ] [W]ould gentlemen

e 1 . .
g PO foreign accumulations of wealth, by that description
tock cztty, father than their own country? But is it correct? The joint
""Panies of the North [...] are nothing more than associa-
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that of steam generally used in England. And third, Ty, Py o Unio®» and absolutel
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Jabor of fernales. [ « - - ] ' y employmen; e of th
appropriate? Who has not been delighted with °°“temp1aﬁn§:: 4 ’Ih.at the gzzﬁons X
clock-work regularity of a large cotton manufactory? [ , | ']'1}1; hief ;;ro i
brings me t0 consider what I apprehend to have been the megy ] upheld, an
ficient of all the causes in the reduction of the prices of man, 5. That, if the foreign
rured articles; and that is, COMPETITION. By competition, t, 211 diminished by 1
total amount of the supply is increased, and by increase of the supgl diminution has be
additional deman

a competition in the sale ensues, and this enables the consumery
2t lower rates. Of all human powers operating on the affin
mankind, none is greater than that of competition. [ ... ] Byt
American System this vast power has been excited in America,ad
brought into being to act in cooperation or collision with Europen

buy

industry. [ . . . ] The consequence is the reduction of prices in
hemispheres. [ . .. ]

Under the operation of the American system, the produ
our agriculture command a higher price than they would do
out it, by the creation of a home market;
of wealth produced by manufacturing industry, which €
powers of consumption, both of domestic and foreign articles
It cannot be doubted that the existence of American ma°

h i
t}i:s tended to increase the demand, and extend the cons?
€ raw material. [ , , , ]
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Defense of the American System

4o this part of the argument with the hope that my
not been altogether unsuccessful in showing—

¢ policy which we have been considering ought to
That Letobe regarded as the genuine American System.

¢ the free trade system, which is proposed as its
Tha ought really to be considered as the British

‘ ubStitute’
colonift1 system:

s the American System is beneficial to all parts of the

Uni
4 That the pri
Chiefproductions o
upheld; an

¢ That,if the foreign
Il diminishe
diminution has bee
Jdditional demand

3, Th op,and absolutely necessary to much the larger portion.

ce of the great staple of cotton, and of all our

f agriculture, has been sustained and

d a decline averted by the protective system.

demand for cotton has been at

d by the operation of that system, the

n more than compensated in the
created at home.

6, That the constant tendency of the system, by creating

competition among ourselves, and between American and
European industry, reciprocally acting upon each other, is

to reduce prices of manufactured objects.

7.That,in point of fact, objects within the scope of the
policy of protection have greatly fallen in price.

8That if, in a season of peace, these benefits are experienced
inaseason of war, when the foreign supply might be cut

offthey would be much more extensively felt.

%.And, finally, that the substitution of the British colonial

System for the American System, without benefiting

4y section of the Union, by subjecting us to a foreign
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to purchase. [...]Letus then adopt the measure before
will benefit all classes: the farmer, the professional man, the mS, whig
the manufacturet, the mechanic, and the cotton lanier o :;cham’
[...]Ou southern brethren believe that it is injurious to &le;“ ;112

sk its repeal. We believe that its abandonment will be prejudiciy, |
them, and ruinous to every other section of the Union.[...] b |

them necessaries

Questions

1. Clay seems to be arguing for heavy regulation of trade and
government direction of overall economic policy. Is this
incompatible with true capitalism?

2. Who was right about the effects of the growth of northern
industry—Clay, or his South Carolina critics?

3. Contemporary economists are nearly unanimous in their beliefthat
free trade is better for consumers than tariffs. Clay seems to 28
otherwise, What is his case for tariffs in the US. of 18322 Doyol
find that persuasive? Would it be persuasive at other times Of phceS?

4. “Policymakers ought to privilege the develo ‘
market and a manufacturing sector over other

to promote economic growth.” Discuss.
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