Running the First Government of the United States: Precedents and Decision-Making

-  What's a precedent?

-  An action or example used a model for future scenarios. 

-  Washington – first president – nearly every action he took was unprecedented.  What's good about setting precedents?  Bad?  What psychological phenomenons do you think Washington experienced as a result of knowing he was constantly setting precedents?

-  Famous precedents set by Washington:

-  Appearance - Look at the following pictures of American presidents and presidential candidates.  In what ways do the pictures prove that Washington created a precedent for presidential appearance?

-  Elegant lifestyle

-  Strong executive – Washington denied challenges to his authority.

Discussion/Debate:  Do you think that Washington should have lived elegantly/ like an aristocrat during his presidency?  What are the pros and cons of this, especially in the light of precedent-setting?  Consider historical circumstances.

Decision-Making – The following were problems encountered by the first American government.  What decision would you make?

Problem #1:  Pay the bondholders back or not?  - The federal and state governments owed debts to American bondholders who funded the Revolutionary War.

-  Cause/effect: Many Americans believed that the government would not pay back the bonds → Value of bonds goes down → bond holders wish to sell quickly. 

-  Speculators bought the bonds from the original buyers cheaply hoping to get rich.  

The dilemma:  The United States clearly had a moral obligation to pay back the citizens that helped the country gain its independence during wartime.  However, many of the current holders of the bonds were bought them simply to get rich.  What would you do?

-  Madison's proposed solution – pay back bond holders in different amounts based upon when they bought their bonds. What are the pros and cons of this solution?

-  Hamilton's proposed solution – assume/pay back all of the debt.  Is Hamilton crazy?  Why would he suggest this?

-  Hamilton won.  Benefits of assuming the debt:

-  Americans have a stake in survival of national government.  What does that mean?  Why would they have a “stake” in the national government now?  

-  Wealthy support the government

-  More money available – stimulates business

-  Government gains trust of people– “they're good for it”

-  Power of states weakened – federal government assumed state debts as well

· Problem #2:  Newborn American industries can't compete with foreign competitors.  Why would American industries not be able to compete on their own at this time?  What specific problems are they going to face?  

· Hamilton's proposed solution:  Pass a protective tariff – a tax on imported goods.  What’s the difference between a protective tariff and a regular tariff?  Use numbers to prove your point.
-  Benefits of a protective tariff: 

-  Makes foreign goods more expensive; hence people want to buy them less and domestic more.  

-  Gives domestic businesses time to get off of the ground and compete.   

-  Raises revenue for the government

Who was likely to support the tariff?

-  Negatives of a tariff:

-  People who rely upon foreign goods have to pay more.  What groups relied upon foreign goods?

-  Foreign governments are likely to get mad and respond with tariffs of their own.

Would you vote to pass the protective tariff or not?  Why?  What do you think Congress did?

-  Final decision:  Hamilton lost; protective tariff not passed.  Do you agree with congress' decision?

-  Problem #3:  Should there be a national bank?
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