The Federalists in Power and the Emergence of a Two-Party System

Standard VUS.5 The student will demonstrate knowledge of the issues involved in the creation and ratification of the United States Constitution and how the principles of limited government, consent of the governed, and the social contract are embodied in it by 
e) Appraising how John Marshall’s precedent-setting decisions established the Supreme Court as an independent and equal branch of the national government.   
Standard VUS.6 The student will demonstrate knowledge of the major events from the last decade of the eighteenth century through the first half of the nineteenth century by 

a) Explaining the principles and issues that prompted Thomas Jefferson to organize the first opposition political party;


Following ratification of the Constitution, the American people elected George Washington the first president of the United States.  During Washington’s presidency, it became clear that Secretary of State Thomas Jefferson and Secretary of the Treasury Alexander Hamilton differed on several key principles and issues that faced the new nation.  These differences on economic and foreign policy issues led Thomas Jefferson to organize the first opposition political party the Democratic-Republicans.   A political party is a group of people with similar beliefs about how the government should be run.  The first two political parties were the Democratic-Republicans (also called simply Republicans) and the Federalists.  The Federalist Party controlled the presidency until Jefferson’s election as president in 1800.  Between this election and Jefferson’s inauguration as president, President John Adams appointed John Marshall to the position of Chief Justice of the Supreme Court.  Marshall, a Federalist from Virginia, would serve in this position until his death in 1835.  As Chief Justice, John Marshall issued several important decisions, which established the federal courts as an independent and equal branch of the national government.
In 1789 George Washington took the oath of office as the first President of the United States. As president, Washington regularly asked advice from the men whom he appointed to lead the government’s five executive departments. These official advisers to the president became known as the cabinet.  Thomas Jefferson and Alexander Hamilton soon emerged as the leaders of Washington’s cabinet.  Jefferson served as the Secretary of State, who oversees the nation’s relations with foreign countries, while Alexander Hamilton served as Secretary of the Treasury, who advises the president on such economic issues as taxes and government finance. 

Hamilton recommended that President Washington support creation of a national bank, called the Bank of the United States (BUS).  Under Hamilton’s bank proposal, the United States would deposit all federal funds in the BUS.  This bank would also issue paper money backed by gold and silver coin and make loans to both individuals and the American government.  Hamilton believed creation of the Bank of the United States would establish the credit of the new nation, strengthen the government’s finances, and lead to economic development.

A question emerged in Washington’s cabinet whether creation of the Bank of the United States would violate the Constitution.  Thomas Jefferson said that a national bank was unconstitutional or went against the Constitution.  He argued that the federal government only possesses those powers, which the Constitution specifically gives it.   Since the Constitution never mentions a national bank, Jefferson believed Congress had no constitutional right to create one.  This philosophy of the Constitution is known as strict construction.  Thereby, strict construction is an interpretation of the Constitution holding that the powers of the federal government are strictly defined.  

Alexander Hamilton took the opposite view.  Hamilton urged President Washington to support creation of the Bank of the United States.  He argued that the federal government can do anything the Constitution does not specifically prohibit.  In other words, Hamilton believed in loose construction, which is an interpretation of the Constitution holding the federal government has broad powers.  The Treasury Secretary pointed to the list of powers granted to Congress by the Constitution.  He emphasized that the final listed power gave Congress authority “to make all laws which shall be necessary and proper for carrying into execution the foregoing powers, and all other powers vested by this Constitution in the government of the United States, or in any department or officer thereof.”  This clause has come to be called the elastic clause, because it allows Congress to stretch its powers.  According to Hamilton, the Bank of the United States would assist Congress in carrying out such specified powers as collecting taxes, borrowing money, paying the public debt, and regulating commerce.

President Washington sided with Alexander Hamilton, and Congress passed a law establishing the First Bank of the United States.  This basic philosophical difference between Hamilton and Jefferson regarding the power of the federal government led Jefferson to resign as Secretary of State, leave the Washington administration, and organize the Democratic-Republican Party.  
Thomas Jefferson and James Madison led the Democratic-Republicans, who were the first opposition political party.   Since Jefferson and Madison believed in strict construction of the Constitution, the Democratic-Republicans believed in a weak national government and strong state governments.  They also favored the development of an agricultural economy based on farming and a close relationship between the United States and France.  Farmers, artisans (skilled craftsmen), and frontier settlers in the South supported the Democratic-Republican Party.  

Alexander Hamilton and John Adams led the Federalist Party.  Because the Federalists believed in loose construction of the Constitution, they believed in a strong national government and a national bank.  Since they also favored the development of a commercial economy based on manufacturing and trade, bankers and business interests in the Northeast generally supported the Federalists.  The Federalists also wanted the United States to have a close relationship with Great Britain.  This attitude toward Great Britain led the Federalists to support the controversial Jay Treaty, which the Washington administration negotiated (worked out) in 1794.  The Jay Treaty aimed at settling commercial (trade) and boundary disputes between the United States and Great Britain.  Under the most important provision (part) of this treaty, Great Britain agreed to evacuate its forts in the Ohio Valley and retreat to the boundary line agreed upon by the two nations at the end of the Revolutionary War.  
John Adams won election as President at the end of Washington’s second term.  At this time, France was at war with other European nations. During Adams’ presidency, the French conducted attacks on American shipping that was involved in trade with France’s European enemies.  Although a Federalist, President Adams resisted pressure from Hamilton and other Federalist leaders to declare war on France.  Instead, Adams pursued an undeclared naval war on France, until a new government came to power in France and agreed to respect the neutrality of American ships.   Thereby, President John Adams both maintained peace and preserved the honor of the United States.  However, Adams’ refusal to declare war on France also weakened his popularity among many members of the Federalists, his own political party. 
Shortly before he left office, President Adams appointed John Marshall, a Federalist from Virginia, as Chief Justice of the United States Supreme Court.  For the next three decades Marshall presided over the Supreme Court, which made several key decisions under his leadership.  Under Marshall’s leadership, the Supreme Court issued several important rulings, which established the power of the federal courts as an independent and equal branch of the United States government.  In the case of Marbury v. Madison the Supreme Court declared a federal law unconstitutional. This decision set precedent for the federal courts to exercise judicial review.  A precedent is an example for future action, and judicial review is the power to declare laws unconstitutional.  By declaring a federal law unconstitutional in the case of Marbury v. Madison, the Marshall court set the example for the future that the Supreme Court could declare other federal laws unconstitutional.  The right of judicial review provides the Supreme Court with its main check on the power of the legislative branch.  

In McCulloch v. Maryland, a second major decision, the Marshall Court further established the power of the federal government over the states by setting forth the doctrine of implied powers.  In 1816, Congress chartered The Second Bank of the United States.  Two years later the state of Maryland passed legislation to levy (place) taxes on the bank. The cashier of the Baltimore branch of the bank, refused to pay this tax.  The case presented two questions: Did Congress have the authority to establish the bank? Did the Maryland law unconstitutionally interfere with congressional powers? In a unanimous decision, the Court held that Congress had the power to incorporate (create) the bank and that Maryland could not tax instruments of the national government, which carried out constitutional powers. Writing for the Court, Chief Justice Marshall noted that Congress possessed implied powers that the Constitution did not specifically mention. Marshall also held that while the states retained the power of taxation, "the Constitution and the laws made in pursuance thereof are supreme . . . they control the constitution and laws of the respective states."  Thereby, Chief Justice Marshall prohibited the states from taxing agencies of the federal government by declaring that the Maryland state law in question was unconstitutional.  Marshall, who believed it was very important for the federal government to be more powerful than the state governments, wrote, “The power to tax is the power to destroy.”  In addition, since McCulloch v. Maryland declared a state law unconstitutional, it strengthened the federal court’s power of judicial review.

Finally, John Marshall set forth a broadly national view of economic affairs in the Court’s 1824 decision in Gibbons v. Ogden.  This case involved the state of New York’s regulations for steamboats, which did business between New York and New Jersey.  The Supreme Court ruled in this case that the federal government had complete control over interstate commerce (trade between states).  By these and other decisions, Chief Justice John Marshall contributed greatly to the growth of the U.S. Supreme Court’s importance in relation to the other branches of the national government.  By the doctrine of judicial review (Marbury v. Madison), the doctrine of implied powers (McCulloch v. Maryland), and an expansive national view of economic matters (Gibbons v. Ogden), the Marshall Court provided the foundation blocks of the Supreme Court’s authority to mediate (settle) disagreements between branches of governments, levels of government (state and federal), and competing business interests.
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