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Abstract 

From the 1800s to mid-1800s the United States was a developing economic new world 

power. The United States separated from its home country, Great Britain and wanted to expand 

on its own and become an independent nation state. The War of 1812 broke out between Great 

Britain and the United States. Before the War of 1812, Thomas Jefferson proposed legislation 

called the Embargo Act which was intended to disrupt trading, the United States had with Great 

Britain, which would cut off trading with western powers to hurt their economies. This act, once 

implemented, had severe consequences on the new nation’s emerging economy. The Embargo 

Act did not go as Jefferson had thought it would and actually hurt the US economy, by creating a 

supply and demand problem with basic necessities for survival. Once the War of 1812 was over, 

the United States went into the Era of Good Feelings, which created a surge of nationalism 

throughout the country. The new nation also had challenges with its national banking system, 

which would collapse once Andrew Jackson became president. The United States faced 

economic setbacks throughout this time period, but those events helped the new nation become 

an economic world power.  
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The War of 1812 is most commonly known as the “Second American War for 

Independence” or “Mr. Madison’s War.” This war helped the United States assert its economic 

independence from Britain and allowed that the US could trade with other nations freely without 

being oppressed. The two competing powers were the United States and Great Britain and the 

main conflict was determining who had more economic power at the time. The conflict was also 

influenced by economic tension growing in the Western hemisphere between the United States 

and Barbary pirates which led to the Barbary Wars. The Barbary Pirates started interfering with 

the US trade in the western hemisphere which led to another economic downfall. The Barbary 

Wars ended when the dispute came to a diplomatic resolution that let the United States trade 

freely overseas. Then the War of 1812 came to an end with the Treaty of Ghent which restored 

the relations between the two nations to a status quo ante bellum.1 The War of 1812 helped 

construct the groundwork for economic expansion in the post-war period. Major changes 

included were the industrial revolution, establishing the Second Bank of the United States, and 

an increase of nationalism. 

The United States was an emerging power during the beginning of the 1800s the nation 

was developing into a new economic power which Great Britain saw as a threat to their economy 

and their main trade partners, like France, Germany and other European nations. During the early 

1800s France and Great Britain were disputing over who was the supreme world power in the 

European hemisphere. Great Britain declared war on France in 1803 because the British feared 

that Napoleon would try to overthrow British colonies. The United States tried to stay neutral, 

but when Great Britain interfered with the United States trading merchant ships and attacked the 

US naval ship named Chesapeake and impressed ten thousand American soldiers throughout the 

                                                      
1“The Treaty of Ghent” The Advocate of Peace (1894-1920) 77, no. 3 (1915): 49-50.  
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early 1800s the United States had to act on these attacks.2 The British Royal navy started to seize 

British-born naturalized United States citizens into the British navy. When the British navy 

attacked the USS Chesapeake it sparked outrage up and down the coast of the United States. 

President Thomas Jefferson could not deploy America’s navy because it was already deployed in 

the Mediterranean fighting the Barbary Pirates. Jefferson decided his weapon of choice would be 

an economic coercion as an alternative to war.3 Thomas Jefferson then decided to intervene and 

retaliate by sending William Pinkney and James Monroe to negotiate with Great Britain to end 

the impressment of American soldiers.4 

 Thomas Jefferson sent William Pinkney and James Monroe to negotiate a treaty with 

Britain to stop the capturing of American citizens and destroying American vessels. The treaty’s 

purpose was to stop the impressment of American sailors into the Royal navy. Britain did not 

abandon seizing American ships and impressing soldiers which led to the Embargo Act of 1807.5 

Thomas Jefferson proposed the act to congress who then enacted the Embargo Act of 1807 into 

law. Nations can use economic weapons which for Jefferson was the Embargo Act, which was a 

failure for the United States because at the time the US did not have enough economic power to 

                                                      
2 David, Wrinkler F, “Chesapeake-Leopard Affair Tested Already Tense U.S.-British 

Relations.” Sea Power. 2007: 71. 

 
3 Jonathan, Jarvis B, “The British attack the USS Chesapeake and remove American 

Sailors” National Park Service, November 27, 2016. https://www.nps.gov/articles/chesapeake-

leopard-affair.htm    

 
4 Spencer C. Tucker et al., The Encyclopedia of the War of 1812,. I., s.v. “Embargo Act 

of 1807.” 2012 535 

 
5 Jeffrey, Frankel A. “The 1807-1809 Embargo Against Great Britain.” Journal of 

Economic History, 1982: 292. 
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maintain and implement the act.6 The United States was still learning how to be a nation state on 

its own, and the Embargo Act was too economically challenging for the United States at this 

time which led to its failure.  

The Embargo Act had unintended economic consequences for the United States. The act 

hurt the economy significantly when it was implemented it stopped American vessels from 

trading with European countries, but instead of hurting the British economy, it affected every 

region on the eastern side of the United States. The act hurt the eastern side of the US mainly 

because of the amount of ports along the coast, did not get to ship out their products and thus 

affected the economy. The trade with other countries was blockaded due to the act which hurt the 

commercial trade. The Embargo lasted only until 1810 when Macon’s Bill No. 2 was passed to 

help reverse the effect the Embargo Act had created.7 In addition to the Macon Bill No. 2, New 

England had protests and opposed the Embargo Act because it hurt the economy significantly. 

The act caused many issues in regard to trade exports as well as imports, and although the 

Embargo Act hurt the United States economy, American manufacturing had accelerated due to 

the British products not being imported and because of that blockade the United States factories 

did not have to compete with British products. After the act was reversed, a new problem arose 

which led to the US declaring war with Great Britain. 

Certain events are important to the War of 1812 because of how it affected the economic 

status of the United States. For example, towards the end of the war, British forces captured 

Washington, D.C. , in 1814 and burned government buildings including the White House.8 The 

                                                      
6 Ibid., 292. 
7 2009. “Macon’s Bill, No. 2.” Macon’s Bill, No. 2 1.  

 
8 Donald, Hickey R. “Small War, Big Consequences: Why 1812 Still Matters,” Foreign 

Affairs., 2012, 6.   
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burning of government buildings upset many American citizens because it was an icon of the 

United States government. The reason the British attacked Washington D.C was due to its 

symbolic value and aesthetic, citizens idolized the capital. After burning Washington, D.C. the 

British military made their way through Baltimore up to New York where the Battle of 

Plattsburgh on Lake Champlain took place. The battle ended the final invasion of the northern 

states, and led the American naval force to a victory. This victory gave American forces a boost 

of confidence, and the victory also led to the negotiations between the United States and Great 

Britain in Ghent, Belgium. The Treaty of Ghent was signed on December 24, 1814. When the 

treaty was signed the United States and Great Britain could peacefully trade and increase trading 

ties with one another.9 

The Treaty of Ghent was established in December then finally ratified in February by the 

U.S. Senate, which stated that all conquered territory was to be returned and released of all 

prisoners taken during the war. The communication during this time was not very fast or reliable 

which led the British or American forces in the Gulf Coast not to be aware a treaty was signed. 

British forces attacked Andrew Jackson’s troops in New Orleans because both troops were not 

aware a treaty had been signed and negotiated the outcome of this battle was that Andrew 

Jackson defeated the British. The American people heard of this victory in New Orleans and 

celebrated. The treaty now accepted by both countries and being implemented led to an increase 

of nationalism because citizens now have something to be happy and proud of beating the British 

for a second time.  

                                                      
 
9 Edwin, Hughs H. “The Treaty of Ghent and the Hundred Years of Peace,” The Advocate 

of Peace, 1915., 251-52. 
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There was another threat to the United States economy after the war of 1812 which was 

the Barbary pirates, located in the Mediterranean Sea mainly on the coast of North Africa. They 

traded out of the ports known as Tunis, Tripoli, and Algiers. They pirated ships from other 

countries who would sail within their ports, also they would attack the ship, capture the crew, 

and then have the country who owned the ship pay a tribute to trade and sail in their waters. 

Thomas Jefferson tried to remove the pirates earlier in the 1800s but the War of 1812 broke out 

and the United States had to send its naval ships out to fight Great Britain. Without the protection 

of naval ships, the unprotected merchant ships got attacked, robbed and confiscated by the 

pirates. The pirates would capture the boats, crew, and cargo, then keep the crew captive or sell 

the soldiers into slavery.10The piracy happening overseas was affecting the United States’ 

economy because the merchant ships would be captured before they were able to reach their 

destination to trade and that led to the US not receiving profit for its goods and services. This 

conflict initiated the US to deploy the small navy it had built during this time period into the 

Mediterranean Sea.  

President James Madison dispatched the United States navy to capture every Algerian 

ship it came across in the open sea during the second barbary war in 1815. The second war was 

much shorter than the first, and finished with a complete end to piracy in the North African area. 

A treaty was signed in 1815 to end the piracy in the Mediterranean and the United States 

merchant ships were free to trade in the Mediterranean. Once the Barbary Pirates were done 

harassing American vessels and the treaty was put into place, US and European powers began 

building better ships that could beat the pirates in battle. After the end of the War of 1812 and the 

                                                      
10 Robert, Jones C. “The End of Barbary Terror,” Diplomatic History, 32. no 2. 259-261. 

Humanities International Complete. 
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end to the Barbary pirates attacking United States merchant ships, the New World was 

improving its economy and relationships abroad by increasing the production of domestic goods 

which led to increased trading overseas. 

The United States economy started to recover after the Embargo Act and the conflicts 

with foreign countries. The Embargo Act implemented by Jefferson did hurt the economy, but it 

also helped improve domestic production of products, reducing reliance on imported products. 

When the Embargo Act was enacted, it cut off trading ties between Great Britain, France, most 

of Europe and the United States, which prevented the import of foreign goods from European 

powers. When the United States could not import goods, manufacture’s had to begin building 

industries to create these products, such as cotton t-shirts, pants and other garments and woolen 

items like socks.  

With the increase in domestic goods, the United States no longer at war, and the economy 

slowly improving, the United States saw a shift in mood. This period is known as Era of Good 

Feelings which translated into an increase of nationalism. The War of 1812 had a positive effect 

on the United States due to the victory over Great Britain at the Battle of New Orleans. This 

victory and Treaty of Ghent increased the nationalism setting throughout the country. James 

Monroe played an important role during this Era. The Era of Good Feelings brought about 

change to all regions of the United States.  

The North experienced a change in industrialization, factory systems began expanding 

and new transportation routes were built. The new factories in the North were specifically 

designed for textiles and flour production. Oliver Evans built a flour mill that ran completely on 

water and operated through a pulley system. The wheel of the mill was powered by water, which 
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moved the grain, meal and flour from one process to another automatically.11 With this 

invention, flour production could be made domestically instead of being imported. This led to an 

expansion of domestic food production. 

The new transportation routes were the result of building canals. These canals allowed 

faster travel among internal trade. The North went through a period called the Canal Era, when 

the Erie Canal was built. The Erie Canal was built in New York to increase capital and improve 

the condition of mankind. 12 Products could now be easily accessible and transported faster 

which made the products more widely available to Americans.  

The Erie Canal opened in 1825 for use, and stretched over 350 miles and had 88 locks. 

The locks are used to lift and lower boats from one level to another. The locks control the water 

level so boats can pass through these canals easily. It also had tolls which amounted to $135 

million on merchandise transported.13 In addition, the Erie Canal proved that with new 

infrastructure companies could transport their products to American’s much faster and 

effectively. With the Erie Canal, New York City became the largest exporting and importing port 

in the country. With the new canals more products could be traded internally, which increased 

the need for new factories to keep up with the demand for products.   

                                                      
11 John, Gordon Steele. “Industrial revolutionary.” American Heritage 43, no. 6 Oct 

1992. 18.  

 
12 Edward, North P. “The Erie Canal and Transportation.” North American Review 1900, 

518. 

 
13 Ibid., 123. 

 



 8 

Francis Cabot Lowell built a textile manufacturing industry in Massachusetts and named 

it the Boston Manufacturing Company in 1813.14 Lowell’s company created garment materials 

from raw cotton which was a product many Americans favored, but could not access during the 

Embargo Act blockade. When the Embargo Act was in place, many countries the US traded 

with, like Great Britain and French were cut off from trading with the US. One main import was 

cotton during that time, but Americans could not acquire cotton garments because of the 

blockade.  

Lowell then created his company which helped create more domestic products instead of 

having to import cotton materials from overseas. This invention of Lowell’s helped America 

become a self-sufficient country who was able to create products for citizens and provide factory 

jobs. The increase of domestic made products helped increase the northern economy, which was 

still recovering from the Embargo Act.   

The south also had improvements during this time period, it saw an increase in 

agricultural production, mainly cotton which was in high demand by Americans after the war of 

1812. The demand for cotton was high because during the war British imports were blockade due 

to the conflict. Thus, the companies residing in the US had to learn how to produce enough 

cotton to supply the demand. Eli Whitney created the cotton gin in 1793 to help remove seeds 

from the fiber easier. When Eli invented it, the machine was not in high demand since the United 

States was still in close ties with Britain. After the war, the US saw a high demand for cotton, 

which the cotton gin then was needed in an abundance. This demand caused an increase in cotton 

production and an increase in cotton gins. The cotton gin meant an increase in productivity 

                                                      
14 Bergquist Jr., H. E. 1973 “The Boston Manufacturing Company and Anglo-American 

Relations 1807-1820.” America: History & Life pg. 5  
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because of the new machinery in the Northeast for textile mills which meant garments could be 

produced faster and led to a one-crop economy. 

The cotton gin had two versions the first was a pair of wooden rollers mounted on a 

frame the rollers were turned with a hand crank and the cotton passed between the two rollers 

and squeezed out. This was not a successful cotton gin because it did not work well with 

different types of cotton. 15 The second cotton gin is the Whitney Gin this could easily clean 

either the green-seed or black-seed cotton.16 The Whitney gin had speed but the disadvantage 

was in shortened the fibers of the fabric and because of that lowered the price of cotton.17 The 

cotton gin was helpful to the South because the gin could separate the seeds from the cotton 

faster which meant that more cotton garments were produced and then could be purchased by 

consumers or exported for trade. 

Without the need of imports from European countries, American industries began to 

expand. Cotton was in high demand by Americans and US trading partners overseas after the war 

and Lowell’s company created a power loom, along with other improvements, to prepare the 

cotton for spinning and creating garments. Lowell invented the new machinery with help from 

mathematicians and other merchant shop owners. The improvements of the machinery made the 

power loom superior to British powered power looms.18 

                                                      
15 Charles, Aiken S. “The Evolution of Cotton Ginning in the Southeastern United 

States.” Geographical Review, 1973, 2. 

 
16 Ibid., 4. 

 
17 Ibid., 5. 

 
18 Ibid., 6. 
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The increase of cotton production helped create more jobs and with these new jobs the 

companies needed employees to work the machines. Lowell was able to attract young teenage 

farm girls to work in his shops. The girls and boys who worked for these shops got paid little to 

none, the boys were making $4.06 while girls made $3.06.19 The machinery was designed to be 

operated by unskilled workers, with little to no education.20  

Among the high demand for cotton, there was also a demand for wheat, which flour mills 

were created in Philadelphia and Baltimore by Oliver Evans. He designed an automatic, water- 

powered flour mill to help with the production of flour.21 Milling became a large-scale 

production and was influenced by previous inventors, mentioned above, with the new idea of 

automation within factories. These new automated factories could produce more product which 

increased the demand for flour, cotton and textiles which led to a positive increase in the 

economy.  

During the War of 1812 the government needed a central bank to assist in financing the 

war, but the Federalists during this time opposed. That is when the Second Bank was created and 

signed into law by President Madison. People in high power, like Alexander J. Dallas, who was 

the Secretary of the Treasury, strongly supported the formation of another central bank,22 but 

wanted the federal government to have complete control. This idea quickly got dismissed by 

                                                      
19 Ibid.  

 
20 Ibid., 7. 

 
21 Thomas, Cochran C. “Philadelphia: The American Industrial Center, 1750-1850.” 

Pennsylvania Magazine of History and Biography, 1982, 323. 
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other cabinet members. This fueled Jackson to veto the bill later on, because the Bank was 

deemed unconstitutional.  

The Second Bank of the United States was established in 1816 in Pennsylvania. Its 

formal name according to Congress was “The President, Directors and Company, of the Bank of 

the United States.” The rise of factories and an increased production of domestic goods meant 

the economy was starting to improve, which also showed that the US would need a national bank 

to handle all of these monetary trades for the U.S. Government. The bank was also put into place 

to handled inflation after the War of 1812, which did erupt due to the Embargo Act. The Bank 

was first chartered by President James Madison in 1816 and then continued by John Quincy 

Adams when he becomes president in 1824. The Second Bank was also encouraged by Adams to 

not only form a national currency but become a national bank for all Americans, not just 

stockholders.  

During John Quincy Adams presidency 1824-1828, he focused on internal improvements 

during his presidency. He wanted to fix the American roadways, and encourage the national bank 

to form a national currency. Although Adams had many plans he wanted to accomplish, 

Jackson’s followers limited his ability to get things done. He did however implement the Tariff 

of 1828, which is also known as the Tariff of Abominations. 

The tariff caused controversy between the north and the south due to its popularity in the 

North and its oppression in the south. The tariff was highly unpopular among Jackson supporters 

who are the majority, and popular with Adams supporters who are the minority. The tariff was 

implemented and significantly hurt the south due to the high tariff tax. The tariff’s original idea 

was to protect the Northern production industry from low-priced imported goods by taxing them 
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when imported, but it backfired and hurt the south because they imported most of their goods 

from overseas due to the lower price.23  

The south ended up paying higher prices on goods, since they could not produce these 

products themselves they either had the goods imported or bought from the North. Although the 

tariff hurt the southern economy, the GDP from 1828 increased from $888 million to $1.1 billion 

into 1832 due to the large growth of Northern manufacturing companies.24 

Once the tariff was implemented, South Carolina was outspoken about the effect the tariff 

was causing on their economy. The tariff was put into law before the election of 1828, when 

Andrew Jackson became president. John C. Calhoun of South Carolina articulated a doctrine of 

nullification, that a state has a right to invalidate any federal law which the state has deemed 

unconstitutional. This nullification will be revisited in 1832 called the nullification crisis, which 

was a military action that forced the southern states to pay the tariff.25  The issue with the tariffs 

was when implemented it protected the Northern industries but hurt the southern states. It was 

unfair to the southern states that the government was favoring the North.  This led to obvious 

differences between the north and south, but once resolved, the resolution showed that while the 

north is successful in textile industry and mills, the south produces crops, mainly cotton and 

produce.  

                                                      
23 Robert, Remini V. “Tariff of Abominations.” American Historical Review., 63, no. 3. 

903-17 

 
24  Christopher, Chantrill. “Federal, State, and Local Government Revenue.” United 

States Government Revenue., http://www.usgovernmentrevenue.com 

 
25 Richard, Latner B. “The Nulification Crisis and Republican Subversion.” Journal of 

Southern History 43, no. 1 19-38 

 

http://www.usgovernmentrevenue.com/
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When Andrew Jackson became president the tariff continued to be an annoyance with 

southern states. Jackson disapproved of the Second Bank, although the bank was chartered for 

twenty years, the bank was only answerable to its directors and stockholders not to the 

electorate.26 Jackson was not fond of the bank, but he was concerned with the banks protection of 

hard money, which included gold and silver. He wanted soft money, which at the time was paper 

money and coins.27  In 1832 Henry Clay, introduced the recharter legislation for the bank, even 

though the bank was not going to expire for four more years. Jackson vetoed the Bank Recharter 

Bill and then ordered the federal government to deposit the money in state banks. After the 

collapse of the Second Bank cause by Andrew Jackson.  

Although the Second Bank collapsed, the United States was still thriving economically. 

The North produced textiles and flour, the South had a huge cotton production, which increased 

the need for jobs. The new technological advances that came out like the automated mills 

increased productivity and helped expand the industries up North.  Canals were built to help 

move domestic goods more effectively throughout the US. These key components would of not 

expanded and advance as much as they had without the War of 1812 and the Embargo Act.  

For the first time since the War of 1812, Americans considered themselves “Americans.” 

The country began to be confident in its abilities to show its independence to foreign powers, 

after establishing its independence again from Great Britain. This brought on a huge surge of 

nationalism throughout the United States America was becoming a self-sufficient nation.28 The 

                                                      
26 United States History.org “The War Against the Bank” US History 

 
27 Thomas, Govan P. “Fundamental Issues of the Bank War.” Pennsylvania Magazine of 

History and Biography 1958., 4. 

 
28 Mlada, Bukovansky. “American Identity and Neutral Rights from Independence to the 

War of 1812” International Organization 51, no.2 1997 
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treaty with Great Britain proved to other nations that the United States was not small and could 

defend itself against foreign enemies, no matter the size.   

What the United States wanted during the 1800s was commercial trade rights and 

maritime rights. The victory at the Battle of New Orleans with Andrew Jackson during the War 

of 1812 inspired Americans to believe in their country again and believe the US was finally free 

from Great Britain. After the treaty was signed with Great Britain, the United States could finally 

trade freely. In addition to resolution of the long, expensive Barbary Pirate wars, the US had free 

maritime rights in the Mediterranean Sea. The United States could now be a sufficient nation 

because it could easily trade with foreign nations, create and manufacture domestic products and 

became a functioning nation on its own. The success of the economy brought out new 

technologies that helped the United States become a nation state and brought a rise of 

nationalism throughout the US. The War of 1812 brought out improvements within the United 

States that helped it become a competitor in the economic world.   
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