Free Trade and Protection in Nineteenth-
Century Britain and France Revisited:
A Comment on Nye

DoucGLAS A. IRWIN

In arecent article in this JOURNAL, John V. Nye disputed the ‘‘conventional wisdom”’
that Britain was a paragon of free trade and France a practitioner of protection in the
nineteenth century.’ Nye’s case is based primarily on figures for tariff revenue as a
percentage of the value of imports, calculated using various weights. These figures, as
Nye interprets them, ‘‘suggest that France’s trade regime was more liberal than that of
Great Britain throughout most of the nineteenth century . . . British average tariff levels
did not compare favorably with those of France till the 1880s and were not substantially
lower for much of the time.”’?

In this comment I argue that the rate of tariff revenue is an inadequate and potentially
misleading indicator of whether a country’s commercial policy tends toward free trade
or protection. In examining the structure of Britain’s tariff in the second half of the
nineteenth century, when those problems were particularly acute, I found that the tariff
was carefully constructed to avoid protecting domestic producers. A cursory examina-
tion of French policy, by contrast, indicates that domestic producers were protected by
substantial tariff barriers.

In figure 1 of his article, Nye presented evidence on tariff revenue as a percentage of
the total value of imports in Britain and France over the course of the nineteenth
century. In the first half of the century, the average rate of tariff revenue appears initially
to be much higher but to decline more rapidly in Britain than in France, until the rates
converge in the two countries at about 5 to 10 percent around the 1860s. In the second
half-century, the rates remain roughly stable at this level until the end of the century.
Taking these tariff revenue measures as a proxy for average tariff levels in the two
countries, Nye judged France to have been equally as liberal in its commercial policy as
Britain was over the course of the nineteenth century, bringing into question what he
believes to be the traditional view on the matter.

Given these figures for the first half of the century, Nye asked, why have economic
historians ‘‘concluded that Britain was the solitary free trader in the early to mid-
nineteenth century?’’® This questioning of the conventional wisdom is curious, because
no scholar of the period has disputed the fact that Britain’s commercial policy was quite
protectionist prior to the 1840s. What is disputable is using the rate of tariff revenue as
the sole metric by which to rank-order two countries in terms of the liberality of their
commercial policy, as Nye did when he concluded that ‘‘there is little evidence that
Britain’s trade was substantially more open than that of France. . . . France’s trade
regime was more liberal than that of Great Britain.”’* That rates of tariff revenue were
higher in Britain than in France for some decades does not mean a priori that Britain was
less open to trade than France: those data alone are not revealing about nominal or
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effective rates of protection across sectors, and other plausible measures of ‘‘openness’’
suggest different conclusions (for example, imports as a percentage of GDP averaged 5.1
percent in France and 13.1 percent in Britain over the 1830s).> Focusing on aggregate
tariff revenue figures alone can also prompt misleading inferences about a country’s
trade regime. One might view the sharp decline in the rate of British tariff revenue from
the 1820s to the 1840s as a sign of trade liberalization. But because many of Britain’s
tariffs were specific duties, ‘‘the burden of duties imposed on trade increased with the
post-war deflation of prices.”’® Thus the decline in the rate of tariff revenue—driven by
rapidly growing imports of duty-free raw cotton—came at a time when the protectionist
effect of existing duties was greater, perhaps even reducing their ability to raise revenue.

The shortcomings of the tariff revenue measure for judging commercial policy are
particularly apparent in the second half of the century. In that period tariff revenue rates
were comparable in the two countries, and Nye takes France to have been equally as
liberal in trade policy as Britain. In 1846 Britain repealed the Corn Laws that protected
agricultural producers and reformed its tariff through the 1850s. With Gladstone’s
famous budget of 1860, Britain eliminated all remaining protectionist duties and
maintained a tariff only to raise fiscal revenue on a few imported consumption items that
either were not produced at home or were already subject to domestic excise taxes.’
After 1860 but before 1875, duties on sugar, timber, paper, and a few minor items were
abolished. After 1875 Britain’s tariff was applied on the following items: beer, playing
cards, chicory, cocoa, coffee, essence of spruce, certain fruits, malt, plate, spirits, tea,
" tobacco, vinegar, and wine.® From 1875 until at least 1897, this list constituted the entire
schedule of foreign goods subject to import duty—all other goods were duty free. Just
four of these goods—tobacco, tea, spirits, and wine—accounted for over 95 percent of
customs revenue in 1880.°

These isolated tariffs were not protectionist duties. A protectionist trade policy
impedes international trade in order to shelter (protect) domestic producers in import-
competing sectors from foreign competition. These tariffs, in contrast, were carefully
imposed for revenue purposes, a distinction that is key to understanding British trade
policy during this period. When there was domestic production of the imported good,
Britain’s tariff had no protective effect, because by design it merely offset domestic
excise taxes not applied to imports—that is, these tariffs were the natural extension of
domestic excise taxes to foreign goods. Almost half of the 26 items in the 1860 tariff code
were subject to duty ‘‘solely for the purpose of countervailing duties of excise on the
like articles produced in the United Kingdom.’’!® An excise tax levied at the place of
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sale to consumers, of course, would have made such tariffs unnecessary. But excise
taxes were usually assessed on British producers to ensure tax compliance, and
consequently tariffs levied at customs ports were required to cover the same imported
goods. Without such tariffs, domestic and foreign goods would have competed on
unequal terms that favored imports.

This fiscal feat of equal tax treatment for domestic and foreign goods was accom-
plished in the Anglo-French (Cobden-Chevalier) Commercial Treaty of 1860, which was
passed by Parliament as part of the budget of 1860. According to Article VII of the
treaty, Britain agreed

to admit into the United Kingdom merchandize imported from France, at a rate of duty
equal to the excise duty which is or shall be imposed upon articles of the same description
in the United Kingdom. At the same time the duty chargeable upon the importation of such
merchandize may be augmented by such a sum as shall be equivalent for the expenses which
the system of excise may entail upon the British producer.!!

Imports from all sources received this same treatment because Britain automatically
extended all provisions of the Anglo-French agreement to other countries. For example,
Article VIII of the accord read as follows:

In accordance with the preceding Articles, Her Britannic Majesty undertakes to recommend
to Parliament the admission into the United Kingdom of brandies and spirits imported from
France, at a duty exactly equal to the excise duty levied upon home-made spirits, with the
addition of a surtax of two pence per gallon, which will make the actual duty payable on
French brandies and spirits eight shillings and two pence the gallon.!?

A supplementary convention in February 1860 raised the surtax (with French consent)
to 5 pence per gallon. Consequently, after 1860 the excise on domestic brandies and
spirits was 10s. per gallon, and the import tariff on all foreign brandies and spirits was
10s. 5d. per gallon, the difference being ‘‘to countervail the charges to which the British
manufacturer was subject in consequence of conducting his business under Excise
supervision.’’ 13

The principle of equal tax treatment of domestic and foreign goods applied to all other
dutiable imports. Imported malt used to produce beer was charged 25s. per quarter after
1860 because there was an excise on domestic malt of 21s. 8}4d., the differential again
owing to administrative costs. When the excise on malt was repealed in 1880, so was the
import duty on malt. The malt duty was replaced by a direct excise on domestic beer of
6s. 3d. per barrel and an import tariff of 6s. 6d. per barrel. Tariffs on gold and silver
plate, playing cards, and vinegar were also levied to match existing excise taxes on
British producers of those goods. In determining the duty on tobacco products, exacting
calculations were made to equalize the tax treatment of domestic and imported cigars
and avoid discrimination in favor of British producers.!*
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