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Hamilton Report on Manufactures TEXT Part III 
 

III. Previously to a further discussion of the objections to the encouragement of manufactures, which have been 

stated, it will be of use to See what can be said in reference to the particular situation of the United States, against 

the conclusions appearing to result from what has been already offered.  

 

It may be observed, and the idea is of no inconsiderable weight, that however true it might be, that a state, which, 

possessing large tracts of vacant and fertile territory, was at the same time secluded from foreign commerce, would 

find its interest and the interest of agriculture in diverting a part of its population from tillage to manufactures; yet it 

will not follow, that the same is true of a state, which having such vacant and fertile territory, has at the same time 

ample opportunity of procuring from abroad, on good terms, all the fabrics of which it stands in need, for the supply 

of its inhabitants; The power of doing this at least secures the great advantage of a division of labour, leaving the 

farmer free to pursue exclusively the culture of his land, and enabling him to procure with its products the 

manufactured supplies requisite either to his wants or to his enjoyments. And though it should be true, that in settled 

countries, the diversification of industry is conducive to an increase in the productive powers of labour, and to an 

augmentation of revenue and capital; yet it is scarcely conceivable that there can be anything of so solid and 

permanent advantage to an uncultivated and unpeopled country, as to convert its wastes into cultivated and inhabited 

districts. If the revenue, in the meantime, should be less, the capital, in the event, must be greater. 

 

To these observations, the following appears to be a satisfactory answer —If the system of perfect liberty to industry 

and commerce were the prevailing' system of nations, the arguments which dissuade a country, in the predicament 

of the 'United States, from the zealous pursuit of manufactures, would doubtless have great force. It will not be 

affirmed, that they might not be permitted, with few exceptions, to serve as a rule of national conduct. In such a state 

of things, each country would have the full benefit of its peculiar advantages to compensate for its deficiencies or 

disadvantages. If one nation were in a condition to supply manufactured articles on better terms than another, that 

other might find an abundant indemnification in a superior capacity to furnish the produce of the soil. And a free 

exchange, mutually beneficial, of the commodities which each was able to supply, on the best terms, might be 

carried on between them, supporting in full vigour the industry of each. And though the circumstances which have 

been mentioned, and others which will be unfolded hereafter, render it probable, that nations merely agricultural, 

would not enjoy the same degree of opulence in proportion to their numbers, as those which united manufactures 

with agriculture; yet the progressive improvement of the lands of the former, might, in the end, atone for an inferior 

degree of opulence in the meantime; and in a case, in which opposite considerations are pretty equally balanced, the 

option ought perhaps always to be, in favour of leaving industry to its own direction.  

 

But the system, which has been mentioned, is far from characterising the general policy of nations. The prevalent 

one has been regulated by an opposite spirit. The consequence of it is, that the United States are to a certain extent in 

the situation of a country precluded from foreign commerce. They can, indeed, without difficulty, obtain from 

abroad the manufactured supplies, of which they are in want; but they experience numerous and very injurious 

impediments to the emission and vent of their own commodities. Nor is this the case in reference to a single foreign 

nation only. The regulations of several countries with which we have the most extensive intercourse, throw serious 

obstructions in the way of the principal staples of the United States.  

 

In such a position of things, the United States cannot exchange with Europe on equal terms; and the want of 

reciprocity would render them the victim of a system, which should induce them to confine their views to 

agriculture, and refrain from manufactures. A constant and increasing, necessity \ on their part, for the commodities 

of Europe, and only a partial and occasional demand for their own, in return, could not but expose them to a state of 

impoverishment compared with the opulence to which their political and natural advantages authorise them to 

aspire.  

 

Remarks of this kind are not made in the spirit of complaint. It is for the nations, whose regulations are alluded to, to 

judge for themselves, whether, by aiming at too much, they do not lose more than they gain. It is for the United 

States to consider by what means they can render themselves least dependent, on the combinations, right or wrong, 

of foreign policy.  

 

It is no small consolation, that already the measures which have embarrassed our trade, have accelerated internal 

improvements, which, upon the whole, have bettered our affairs. To diversify and extend these improvements, 4 is, 
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the surest and safest method of indemnifying ourselves for any inconveniences, which those or similar measures 

have a tendency to beget. If Europe will not take from us the products of our soil, upon terms consistent with our 

interest, the natural remedy is, to contract, as fast as possible, our wants of her,  

 

2. The conversion of their waste into cultivated lands is certainly a point of great moment in the political 

calculations of the United States. But the degree in which this may possibly be retarded by the encouragement of 

manufactories, does not appear to countervail the powerful inducements to affording that encouragement.  

 

An observation made in another place is of a nature to have great influence upon this question— If it cannot be 

denied, that the interests even of agriculture may be advanced more by having such of the lands of a state as are 

occupied tinder good cultivation, than by having a greater quantity occupied under a much inferior cultivation, and if 

manufactories, for the reasons assigned, must be admitted to have a tendency to promote a more steady and vigorous 

cultivation of the lands occupied, than would happen without them, it will follow, that they are capable of 

indemnifying a country for a diminution of the progress of new settlements; and may serve to increase both the 

capital value and the income of its lands, even though they should abridge the number of acres under tillage.  

 

But it does by no means follow, that the progress of new settlements would be retarded by the extension of 

manufactures. The desire of being an independent proprietor of land is founded on such strong principles in the 

human breast, that where the opportunity of becoming so is as great as it is in the United States, the proportion will 

be small of those, whose situations would otherwise lead to it, who would be diverted from it towards manufactures. 

And it is highly probable, as already intimated, that the accessions of foreigners, who, originally drawn over by 

manufacturing views, would afterwards abandon them for agricultural, would be more than an equivalent for those 

of our own citizens, who might happen to be detached from them.  

 

The remaining objections to a particular encouragement of manufactures in the United States now require to be 

examined.  

 

One of these turns on the proposition, that “industry, if left to itself, will naturally find its way to the most useful and 

profitable employment: whence it is inferred, that manufactures, without the aid of government, will grow up as 

soon and as fast, as the natural state of things and the interests of the community may require.” 

 

Against the solidity of this hypothesis, in the full latitude of the terms, very cogent reasons may be offered. These 

have relation to the strong influence of habit and the spirit of imitation; the fear of want of success in untried 

enterprise; the intrinsic difficulties incident to first essays towards to competition with those who have previously 

attained to perfection in the business to be attempted; the bounties, premiums, and other artificial encouragements, 

with which foreign nations second the exertions of their own citizens in the branches in which they are to be rivaled.  

 

Experience teaches, that men are often so much governed by what they are accustomed to see and practice, that the 

simplest and most obvious improvements, in the most ordinary occupations, are adopted with hesitation, reluctance, 

and by slow gradations. The spontaneous transition to new pursuits, in a community long habituated to different 

ones, may be expected to be attended with proportion ably greater difficulty. When former occupations cease to 

yield a profit adequate to the subsistence of their followers, or when there was an absolute deficiency of employment 

in them, owing to the superabundance of hands, changes would ensue; but these changes would be likely to be more 

tardy than might consist with the interest either of individuals or of the society. In many cases they would not 

happen, while a bare support could be ensured by an adherence to ancient courses; though a resort to a more 

profitable employment might be practicable. To produce the desirable changes, as early as may be expedient, may 

therefore require the incitement and patronage of government.  

 

The apprehension of failing in new attempts is perhaps a more serious impediment. There are dispositions apt to be 

attracted by the mere novelty of an undertaking; but these are not always those best calculated to give it success. To 

this, it is of importance that the confidence of cautious, sagacious capitalists, both citizens and foreigners, should be 

excited. And to inspire this description of persons with confidence, it is essential, that they should be made to see in 

any project, which is new, and for that reason alone, if for no other, precarious, the prospect of such a degree of 

countenance and support from government, as may be capable of overcoming the obstacles, inseparable from first 

experiments.  

 



 

CLP Research Page 12 
 

The superiority antecedently enjoyed by nations, who have pre-occupied and perfected a branch of industry, 

constitutes a more formidable obstacle, than either of those, which have been mentioned, to the introduction of the 

same branch into a country, in which it did not before exist. To maintain between the recent establishments of one 

country, and the long matured establishments of another country, a competition upon equal terms, both as to quality 

and price, is in most cases impracticable. The disparity, in the one, or in the other or in both, must necessarily be so 

considerable as to forbid a successful rivalship, without the extraordinary aid and protection of government.  

 

But the greatest obstacle of all to the successful prosecution of a new branch of industry in a country, in which it was 

before unknown, consists, as far as the instances apply, in the bounties, premiums, and other aids which are granted, 

in a variety of cases, by the nations in which the establishments to be imitated are previously introduced. It is well 

known, (and particular examples in the course of this report will be cited) that certain nations grant bounties on the 

exportation of particular commodities, to enable their own workmen to undersell and supplant all competitors, in the 

countries to which those commodities are sent. Hence the undertakers of a new manufacture have to contend not 

only with the natural disadvantages of a new undertaking, but with the gratuities and remunerations which other 

governments bestow. To be enabled, to contend with success, it is evident, that the interference and aid of their own 

government are indispensable.  

 

Combinations by those engaged in a particular branch of business in one country, to frustrate the first efforts to 

introduce it into another, by temporary sacrifices, recompensed perhaps by extraordinary indemnifications' of the 

government of such country, are believed to have existed, and are not to be regarded as destitute of probability. The 

existence or assurance of aid from the government of the country, in which the business is be introduced, may be 

essential to fortify adventurers against the dread of such combinations — to defeat their effects, if formed — and to 

prevent their being formed, by demonstrating that they must in the end prove fruitless.  

 

"Whatever room there may be for an expectation that the industry of a people, under the direction of private interest, 

will upon equal terms find out the most beneficial employment for itself, there is none for a reliance, that it will 

struggle against the force of unequal terms, or will of itself surmount all the adventitious barriers to a successful 

competition, which may have been erected either by the advantages naturally acquired from practice and previous 

possession of the ground, or by those which may have sprung from positive regulations and an artificial policy. This 

general reflection might alone suffice as an answer to the objection under examination, exclusively of the weighty 

considerations which have been particularly urged.  

 

The objections to the pursuit of manufactures in the United States, which next present themselves to discussion, 

represent an impracticability of success, arising from three causes scarcity of hands, dearness of labour, want of 

capital.  

 

The two first circumstances are to a certain extent real, and, within due limits, ought to be admitted as obstacles to 

the success of manufacturing enterprise in the United States. But there are various, considerations, which lessen their 

force, and tend to afford an assurance that they are not sufficient to prevent the advantageous prosecution of many 

very useful and extensive manufactories.  

 

With regard to scarcity of hands, the fact itself must be applied with no small qualification to certain parts of the 

United States. There are large districts, which may be considered as pretty fully peopled; and which, 

notwithstanding a continual drain for distant settlement, are thickly interspersed with flourishing and increasing 

towns. If these districts have not already reached the point, at which the complaint of scarcity of hands ceases, they 

are not remote from it, and are approaching fast towards it. And having perhaps fewer attractions to agriculture, than 

some other parts of the union, they exhibit a proportionably stronger tendency towards other kinds of industry. In 

these districts, may be discerned no inconsiderable maturity for manufacturing establishments.  

 

But there are circumstances, which have been already noticed with another view, that materially diminish 

everywhere the effect of a scarcity of hands. These circumstances are — the great use which can be made of women 

and children; on which point a very pregnant and instructive fact has been mentioned; the vast extension given by 

late improvements to the employment of machines, which, substituting the agency of fire and water, has 

prodigiously lessened the necessity for manual labour; the employment of persons ordinarily engaged in other 

occupations, during the seasons, or hours of leisure; which, besides giving occasion to the exertion of a greater 

quantity of labour by the same number of persons, and thereby increasing the general stock of labour, as has been 
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elsewhere remarked, may also be taken into the calculation, as a resource for obviating the scarcity of hands — 

lastly, the attraction of foreign emigrants. Whoever inspects with a careful eye, the composition of our towns, will 

be made sensible to what an extent this resource may be relied upon. This exhibits a large proportion of ingenious 

and valuable workmen, in different arts and trades, who, by expatriating from Europe, have improved their own 

condition, and added to the industry and wealth of the United States. It is a natural inference from the experience we 

have already had, that as soon as the United States shall present the countenance of a serious prosecution of 

manufactures, as soon as foreign artists shall be made sensible that the state of things here affords a moral certainty 

of employment and encouragement, competent numbers of European workmen, will transplant themselves, 

effectually to ensure the success of the design. How, indeed, can it otherwise happen, considering the various and 

powerful inducements, which the situation of this country offers; addressing themselves to so many strong passions 

and feelings, to so many general and particular interests ?  

 

It may be affirmed, therefore, in respect to hands for carrying on manufactures, that we shall in a great measure trade 

upon a foreign stock; reserving our own, for the cultivation of our lands, and the manning of our ships; as far as 

character and circumstances shall incline. It is not unworthy of remark, that the objection to the success of 

manufactures, deduced from the scarcity of hands, is alike applicable to trade and navigation; and yet these are 

perceived to flourish, without any sensible impediment from that cause.  

 

As to the dearness of labour, (another of the obstacles allowed) this has relation principally to two circumstances; 

one, that which has been just discussed, or the scarcity of hands; the other, the greatness of profits.  

 

As far as it is a consequence of the scarcity of hands, it is mitigated by all the considerations which have been 

adduced as lessening that deficiency. It is certain, too, that the disparity in this respect, between some of the most 

manufacturing parts of Europe, and a large proportion of the United States, is not nearly so great as is commonly 

imagined. It is also much less in regard to artificers and manufacturers than in regard to country labourers; and while 

a careful comparison shows that there is, in this particular, much exaggeration, it is also evident that the effect of the 

degree of disparity which does truly exist, is diminished in proportion to the use which can be made of machinery.  

 

To illustrate this last idea — Let it be supposed, that the difference of price, in two countries, of a given quantity of 

manual labour requisite to the fabrication of a given article, is as ten; and that some mechanic power is introduced 

into both countries, which, performing half the necessary labour, leaves only half to be done by hand; it is evident, 

that the difference in the cost of the fabrication of the article in question, in the two countries, as far as it is 

connected with the price of labour, will be reduced from ten to five, in consequence of the introduction of that 

power.  

 

This circumstance is worthy of the most particular attention. It diminishes immensely one of the objections most 

strenuously urged against the success of manufactures in the United States.  

 

To procure all such machines as are known in any part of Europe, can only require a proper provision and due pains. 

The knowledge of several of the most important of them is already possessed. The preparation of them here is in 

most cases practicable on nearly equal terms. As far as they depend on water, some superiority of advantages may 

be claimed, from the uncommon variety and greater cheapness of situations adapted to mill seats, with which 

different parts of the United States abound.  

 

So far as the clearness of labour may be a consequence of the greatness of profits in any branch of business, it is no 

obstacle to its success. The undertaker can afford to pay the price.  

 

There are grounds to conclude, that undertakers of manufactures in this country can at this time afford to pay higher 

wages to the workmen they may employ, than are paid to similar workmen in Europe. The prices of foreign fabrics, 

in the markets of the United States, which will for a long time regulate the prices of the domestic ones, may be 

considered as compounded of the following ingredients: the first cost of materials, including the taxes, if any, which 

are paid upon them where they are made; the expense of grounds, buildings, machinery, and tools; the wages of the 

persons employed in the manufactory; the profits on the capital or stock employed; the commissions of agents to 

purchase them where they are made; the expense of transportation to the United States, including insurance and 

other incidental charges; the taxes or duties, if any, and fees of office which are paid on their exportation; the taxes 

or duties, and fees of office which are paid on their importation. 
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As to the first of these items, the cost of materials; the advantage, upon the whole, is at present on the side of the 

United States, and the difference, in their favour, must increase, in proportion as a certain and extensive domestic 

demand shall induce the proprietors of land to devote more of their attention to the production of those materials. It 

ought not to escape observation, in a comparison on this point, that some of the principal manufacturing countries of 

Europe are much more dependent on foreign supply for the materials of their manufactures, than would be the 

United States, who are capable of supplying themselves with a greater abundance, as well as a greater variety, of the 

requisite materials.  

 

As to the second item, the expense of grounds, buildings, machinery and tools; an equality at least may be assumed; 

since advantages in some particulars will counterbalance temporary disadvantages in others.  

 

As to the third item, or the article of wages; the comparison certainly turns against the United States; though, as 

before observed, not in so great a degree as is commonly supposed.  

 

The fourth item is alike applicable to the foreign and to the domestic manufacture. It is indeed more properly a result 

than a particular to be compared.  

 

But with, respect to all the remaining items, they are alone applicable to the foreign manufacture, and in the strictest 

sense extraordinaries, constituting a sum of extra charge on the foreign fabric, which cannot be estimated at less than 

from 15 to 30 per cent, on the cost of jt at the manufactory.  

 

This sum of extra charge may confidently be regarded as more than a counterpoise for the real difference in the price 

of labour; and is a satisfactory proof that manufactures may prosper in defiance of it in the United States.  

 

To the general allegation, connected with the circumstances of scarcity of hands and clearness of labour, that 

extensive manufactures can only grow out of a redundant or full population, it will be sufficient to answer generally, 

that the fact has been otherwise. That the situation alleged to be an essential condition of success, has not been that 

of several nations, at periods when they had already attained to maturity in a variety of manufactures.  

 

The supposed want of capital for the prosecution of manufactures in the United States, is the most indefinite of the 

objections which art usually opposed to it.  

 

It is very difficult to pronounce anything precise concerning the real extent of the monied capital of a country, and 

still more concerning the proportion which it bears to the objects that invite the employment of capital. It is not less 

difficult to pronounce how far the effect of any given quantity of money, as capital, or, in other words, as a medium 

for circulating the industry and property of a nation, may be increased by the very circumstance of the additional 

motion, which is given to it by new objects of employment. That effect, like the momentum of descending bodies, 

may not improperly be represented, as in a compound ratio to mass and velocity. It seems pretty certain, that a given 

sum of money, in a situation, in which the quick impulses of commercial activity were little felt, would appear 

inadequate to the circulation of as great a quantity of industry and property, as in one, in which their full influence 

was experienced.  

 

It is not obvious, why the same objection might not as well be made to external commerce as to manufactures; since 

it is manifest that our immense tracts of land, occupied and unoccupied, are capable of giving employment to more 

capital than is actually bestowed upon them. It is certain, that the United States offer a vast field for the 

advantageous employment of capital; but it does not follow, that there will not be found, in one way or another, a 

sufficient fund for the successful prosecution of any species of industry which is likely to prove truly beneficial.  

 

The following considerations are of a nature to remove all inquietude on the score of want of capital.  

 

The introduction of banks, as has been shown on another occasion, has a powerful tendency to extend the active 

capital of a country. Experience of the utility of these institutions is multiplying them in the United States. It is 

probable that they will be established wherever they can exist with advantage: and wherever they can be supported, 

if administered with prudence, they will add new energies to all pecuniary operations.  
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The aid of foreign capital may safely, and with considerable latitude, be taken into calculation. Its instrumentality 

has been long experienced in our external commerce; and it has begun to be felt in various other modes. Not only 

our funds, but our agriculture and other internal improvements, have been animated by it. It has already, in a few 

instances, extended even to our manufactures.  

 

It is a well known fact, that there are parts of Europe, which have more capital, than profitable domestic objects of 

employment. Hence, among other proofs, the large loans continually furnished to foreign states. And it is equally 

certain, that the capital of other parts may find more profitable employment in the United States, than at home. And 

notwithstanding there are weighty inducements to prefer the employment of capital at home, even at less profit, to 

an investment of it abroad, though with greater gain, yet these inducements are overruled, either by a deficiency of 

employment, or by a very material difference in profit. Both these causes operate to produce a transfer of foreign 

capital to the United States. It is certain, that various objects in this country hold out advantages, which are with 

difficulty to be equaled elsewhere; and under the increasingly favourable impressions, which are entertained of our 

government, the attractions will become more and more strong. These impressions will prove a rich mine of 

prosperity to the country, if they are confirmed and strengthened by the progress of our affairs. And to secure this 

advantage, little more is necessary, than to foster industry, and cultivate order and tranquility, at home and abroad.  

 

It is not impossible, that there may be persons disposed to look with a jealous eye on the introduction of foreign 

capital, as if it were an instrument to deprive our own citizens of the profits of our own industry: but perhaps there 

never could be a more unreasonable jealousy. Instead of being viewed as a rival, it ought to be considered as a most 

valuable auxiliary; conducing to put in motion a greater quantity of productive labour, and a greater portion of useful 

enterprise, than could exist without it. It is at least evident, that in a country situated like the United States, with an 

infinite fund of resources, yet to be unfolded, every farthing of foreign capital, which is laid out in internal 

ameliorations, and in industrious establishments of a permanent nature, is a precious acquisition.  

 

And whatever be the objects which originally attract foreign capital, when once introduced, it may be directed 

towards any purpose of beneficial exertion, which is desired. And to detain it among us, there can be no expedient so 

effectual as to enlarge the sphere, within which it maybe usefully employed: though introduced merely with views to 

speculations in the funds, it may afterwards be rendered subservient to the interests of agriculture, commerce, and 

manufactures.  

 

But the attraction of foreign capital for the direct purpose of manufactures ought not to be deemed a chimerical 

expectation. There are already examples of it, as remarked in another place. And the examples, if the disposition be 

cultivated, can hardly fail to multiply. There are also instances of another kind, which serve to strengthen the 

expectation; enterprises for improving the public communications, by cutting canals, opening the obstructions in 

rivers, and erecting bridges, have received very material aid from the same source.  

 

When the manufacturing capitalist of Europe shall advert to the many important advantages, which have been 

intimated, in the course of this report, he cannot but perceive very powerful inducements to a transfer of himself and 

his capital to the United States. Among the reflections which a most interesting peculiarity of situation is calculated 

to suggest, it cannot escape his observation, as a circumstance of moment in the calculation, that the progressive 

population and improvement of the United States ensure a continually increasing domestic demand for the fabrics 

which he shall produce, not to be affected by any external casualties or vicissitudes. 

  




