
Economics C23-1 
Lecture 5

I. The Early National Period

A. issues to decide that weren’t in our
control before the Revolution:

1. Foreign trade policy (with
implications for domestic industry

2. Land policy

we’ll talk about the first today, and the
second on Thursday

B. The role of trade in the early U.S.

Role of trade a legacy of mercantilism
Changes after the revolution





uneven costs & benefits, some major falls
in per capita exports

C. Long Run Developments

Neutrality 1793-1807 (pro-British
Federalists, pro-French
Republicans): big rise in exports
probably pushing up GNP
(exports=10-15% of GNP)

Generally, a good period,
interrupted by a brief
“outbreak” of peace

Big imporvements in the “terms of
trade” as well as the volume of
exports



The Jeffersonian Embargo c. 1807

--> some hardships, but also growth
of early industries



The Tariff Question:

Uses: support the govt, pay off its
debts, encourage mfg.

Hamilton’s original plan: 5% ad valorem,
higher rates on luxuries; rates rose
thereafter (17.5% by 1804)



High point was reached in 1828 (“tariff of
Abominations): average duties > 50%

Question: was this above the revenue
maximizing level?

The politics of the Tariff

The “infant industries” agrument
The regional distribution of benefits
Incidence of benefits (laborers,

capitalisys, landowners,
slaveholders)



II. Westward Expansion

A. The Northwest Ordinance
B. Land Sales: the role of speculators
C. Too much, Too soon?



 
 



How can we know if we got it right?


