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The Bank War and the Second Party System

Jackson’s “Bank War” was the source of the strongest concerns during the Jackson administration.  The intense opposition formed a party known as The Whigs.

Mr. Biddle’s Bank

· The Bank of the United States had been a source of controversy.  It was responsible for the panic of 1819 because it extended credit freely and then calling in loans from the South and the West.  

· When Nicholas Biddle took over as president in 1823, the bank regained confidence.  Biddle, a Philadelphian, understood banking, but an arrogant and vain person who relied on his own judgement too often.  

· The only problem with the bank was its performance.  Jeffersonians were opposed to it on principle, because the bank was unconstitutional and placed power in an elitist group.  The bank was essentially a chartered monopoly.

· The bank became the focus of blame for all of the economic problems.  Many men were also opposed to the bank because it possessed immense power.

The Bank Veto and Election of 1832

· In his heart, Jackson was opposed to banking and paper money, largely because of his own personal problems with bankruptcy and depreciating currency.  He also suspected that branches of the bank had used their influence to affect elections.

· Biddle began to worry about the fate of the bank’s charter in 1836, due to Jackson’s addresses to congress in 1829 and 1830.  Jackson’s kitchen cabinet, most notably Amos Kendall and Francis P. Blair, were advising the revocation of the bank’s charter.

· Biddle decided to apply for charter renewal four years early, in 1832.  This bill found supporters in congress, and it passed with ease.  Jackson decided to veto the law on the grounds of unconstitutionality (even though the supreme court ruled that it was constitutional).  

· Jackson called upon the citizens to support him in dissolving the “monster” corporation.

· In the 1832 election, Jackson ran against Henry Clay.  The democrats stood behind Jackson in his stance on the bank issue.  Jackson defeated clay, 219-49.

Killing the Bank

· Not content with preventing charter renewal, Jackson decided to attack the bank, and he started by removing federal deposits.  The Bank had tried to use all of its influence to prevent Jackson’s reelection, an action which Jackson viewed as a personal attack.  

· In order to remove deposits, Jackson had to overcome resistance from his one cabinet.  When someone objected, they were transferred.  Another was fired.  Beginning in 1833, the newly appointed Roger B. Taney stopped depositing government funds.

· The problem of where to store public funds was solved with the ill-fated decision to store them in certain state banks.  State banks extended more credit, however, and more paper money was printed.

· The US counterattacked by calling in outstanding loans and issuing a policy of credit contraction.  Biddle hoped to win support by showing that weakening the bank would harm American economy.  The president’s supporters accused Biddle of deliberately trying to harm the economy.  The Bank never regained its charter.

The Emergence of the Whigs

· The coalition that passed the censure revolution was the basis of a new party, the Whigs.  The leadership of this party came in the form of Henry Clay and Daniel Webster of Massachusetts.  The Whigs also picked up support from southern advocates of states’ rights.

· The Whigs absorbed the Anti-Masonic party, a movement from the northeast which exploited American fears of secret societies and conspiracies.  They also appealed to the moral concerns of the middle class, who were afraid of Protestant evangelism.  They hated Jacksonianism because it stood for a toleration of the diverse.

· When the election of 1836 approached, the government’s economic policy proboked rebellion among the working-class Democrats.  The radicals, called “Loco-Focos,” favored a hard-money policy and condemned Jackson’s transfer of federal deposits to state banks.  They attacked state and federal banks, and established the Equal Rights Party.

· Jackson himself liked hard-money and regarded his “pet bank” policy as a stopgap as opposed to a solution.  However, under pressure, he surrendered to congress in 1836 and allocate dfederal money to deposit banks.  He also decided to weaken federal control over these banks.  

· The result of these actions was inflation.  State banks in the South and West decided to issue more paper money.  On July 11th, 1836, Jackson reacted by issuing the “specie circular,” requiring that only gold and silver would be adopted as the payment for public land.

