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Tariffs and productivity growth

• We explore the association between tariffs and labor productivity in 
manufacturing in the late 19th century/early 20th century American 
Economy.

• Very few studies have attempted a causal interpretation of trade 
policy (in any economy)

• Juhasz (2018) 
• Cf. O’Rourke and Lehmann (2011), Bairoch (1972), Amiti & Konings

(2007)

• We present evidence from an instrumental variables approach 
leveraging price shocks and specific tariff “exposure” – shift-share 
style IV + 



Do tariffs matter for productivity growth?

• How might tariffs matter?
• Infant industry 
• Rent-seeking/lobbying
• Competition
• Lerner-symmetry: the “export” tax 
• Welfare

• No evidence of a positive relationship between tariffs and labor 
productivity

• We pair manufacturing data with a new hand-collected granular data 
set on tariffs and imports

• SIC 3 digit industries (state level data)
• SITC 4-5 digit product – tariff lines 
• Specific and ad valorem tariff policy data 



Historical Context
• Bigger project: How did US trade relate to the evolution of the 
American economy over the period 1866 - 1914?

• Currently also a building 
• bilateral/product level trade dataset: >2m lines
• tariff line data 1789 - 1972 with Acosta, Cox, Greenland, Lopresti, 

Rotemberg, and Traiberman: >1m tariff lines

• US trade and trade policy stylized facts, 1866-1914
• Emerging net exporter of manufactured products
• Diversification of partners and product space
• (very) restrictive trade policy 

• Tariffs comparatively high
• Trade treaties are limited
• Many industries and sectors protected
• Democrats (free-traders) vs Republicans (protectionists)



“If the links between protective tariffs and the expansion of the labor 
force or the accumulation of capital are weak, their relationship to 
aggregate productivity growth is equally tenuous…”

“…In sum, it is difficult to make the case that high import tariffs were 
an important factor driving late nineteenth century US economic 
growth

-Irwin, 2017



Previous Research on Tariffs & Growth pre-
World War I

• Relationship between GDP growth and tariffs
• (Bairoch, 1972; O’Rourke, 2000; Lehmann and O’Rourke, 2011; Clemens and 

Williamson, 2004) 

• Specific tariffs and the US Economy in the 19th century
• (Irwin, 1998)

• Tariffs and the US economy in the late 19th century/early 20th century
• (Irwin, 2000; Irwin, 2002; Irwin, 2017; Yoon, 2020; Head, 1994; Greenland & Lopresti, 

2022)

• Tariffs matter (O’Rourke, Lehmann and O’Rourke): 
• Manufacturing tariffs raise aggregate productivity growth



Regress value added (Y) per worker (L) in industry k,
state s, and year t (and other outcomes) on lagged levels
of tariffs for industry k + controls.

Empirical Strategy
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IV: Derivation of Realized Protection (RP) 
(cf. Greenland & Lopresti, 2024)

AVE𝑐𝑐𝑐𝑐 ≡ 𝜏𝜏𝑐𝑐𝑐𝑐 +
𝑓𝑓𝑐𝑐𝑐𝑐
𝑝𝑝𝑐𝑐𝑐𝑐

𝑆𝑆𝑆𝑆𝑆𝑆𝑐𝑐𝑐𝑐 ≡
𝑓𝑓𝑐𝑐𝑐𝑐

𝑝𝑝𝑐𝑐𝑐𝑐𝜏𝜏𝑐𝑐𝑐𝑐 + 𝑓𝑓𝑐𝑐𝑐𝑐

𝑑𝑑ln 1 + AVE𝑐𝑐𝑐𝑐 ≈ −∆ln(𝑝𝑝𝑐𝑐𝑐𝑐)𝑆𝑆𝑆𝑆𝑆𝑆𝑐𝑐,𝑡𝑡−1
AVE𝑐𝑐,𝑡𝑡−1

1 + AVE𝑐𝑐,𝑡𝑡−1

∆𝑅𝑅𝑅𝑅𝑐𝑐𝑐𝑐 ≡ −∆ln(𝑝𝑝𝑐𝑐𝑐𝑐)𝑆𝑆𝑆𝑆𝑆𝑆𝑐𝑐,𝑡𝑡−1



Two-stage process to generate an instrument for industry level changes in 
protection

1)Predict change in product level AVE using changes in product level unit values and
the initial share of specific tariff revenue in total product tariff revenue.

2)Aggregate (weighting by value share w/in SIC industry) across all products within an
SIC 3 industry in each reference year.

Empirical Strategy: Instrumental Variables
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Tariff Data

Foreign Commerce and Navigation of the United 
States 

• (fiscal years ending) 1870, 1880, 1890, 1900 

• Item descriptions, imports($), tariff revenue($), 
quantities, statutory tariffs 



Data







Manufacturing output data

• Census of Manufactures – state level (and national)
• 1870, 1880, 1890, 1900, 1909

• Start with > 141 SIC 3 digit industries ~ 80 after clean up – 
unbalanced sample

• Value added, workers, gross output, establishments

• SIC 2 digit deflators





Initial Stage to generate IV, Product-level



































Narrative evidence/case studies: Paper and 
Publishing (SIC 26 & 27)

• Final goods had relatively low tariffs but benefitted from the Platt-
Simmonds Act of 1891

• Meanwhile, inputs of paper products, while low, could possibly have 
been even cheaper if Canadian products were allowed in free of 
tariffs. By 1913 they were.

• Still, publishing benefitted from high tariffs and non-tariff barriers on 
consumer goods potentially leading to concentration and a lack of 
competition.



Narrative evidence/case studies: 
Transportation (SIC 37)

• Heterogeneous set of products: carriages, bicycles, ships, automobiles

• Average tariffs of 40% - 50% rising over time – partially reflecting a 
change in the composition of imports from carriages/wagons to 
railroad equipment.

• According to Foreman-Peck (2019), “US engineers and designers 
continued to address into the twentieth century problems already 
solved in Europe,” attributing this backwardness to “lack of market 
integration and competition compared to Europe...and the 45% 
protective tariff ” (emphasis added).



Conclusions
• New data set of tariffs, manufacturing productivity, imports

• We ask whether labor productivity & other outcomes are associated 
with tariffs in the late 19th century US 

• We find a negative/non-positive association between tariffs and 
productivity.

• Interpretation: More competition  higher productivity 
• Interpretation 2: Endogenous tariffs/lobbying

• It is unlikely that US manufacturing exports could have grown so 
much due to tariffs. 

• Other causes: agglomeration, patent system, natural resources, immigration


	Did Tariffs Make American Manufacturing Great?�New Evidence from the Gilded Age���
	Slide Number 2
	Tariffs and productivity growth
	Do tariffs matter for productivity growth?
	Historical Context
	Slide Number 8
	Previous Research on Tariffs & Growth pre-World War I
	Empirical Strategy
	IV: Derivation of Realized Protection (RP) �(cf. Greenland & Lopresti, 2024)
	Empirical Strategy: Instrumental Variables
	Tariff Data
	Data
	Slide Number 15
	Slide Number 16
	Manufacturing output data
	Slide Number 18
	Initial Stage to generate IV, Product-level
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Narrative evidence/case studies: Paper and Publishing (SIC 26 & 27)�
	Narrative evidence/case studies: Transportation (SIC 37)�
	Conclusions

