
Hamilton Rises Again – A Look at Tariffs in U.S. History
If you are anything like our families, you can’t get enough of  
our “ten dollar, Founding Father, without a father”, Alexander 
Hamilton.  If you don’t get the reference, it just means you have 
not yet been exposed to the soundtrack from the Broadway  
sensation Hamilton.  Lin-Manuel Miranda’s musical has  
certainly rocketed Alexander Hamilton up the list of favorite  
American Founding Fathers.  What you may not know is that 
Hamilton is back in the news cycle in a way you may not  
recognize…custom duties on imports (aka tariffs).

This tool of trade relations is back in the headlines as the Trump 
administration raised tariffs on roughly $250B of Chinese  
imports.  China then retaliated by raising their own tariffs  
on $60B worth of U.S. goods.  This then caused the Trump  
administration to consider expanding tariffs to cover all $560B 
of imports from China.  And around and around we go.  To bring 
some context to today’s trade war, let us briefly look back at the 
history of tariffs in the U.S.  

(Enter Hamilton and James Madison, Stage Left)

It is the late eighteenth century.  The United States Constitution  
has just been signed and the First Congress is seated.  The  
constitution granted the House of Representatives the  
“Power to lay and collect Taxes, Duties, Imposts and Excises, to 
pay the Debts and provide for the common Defence and general  
Welfare of the United States”.  The need for revenue was  
crucial to our young nation.  Government operations, while 
meager by today’s standards, needed to be funded and there 
was debt from the Revolutionary War.  Before he was president, 

then congressman from Virginia and first Speaker of the House, 
James Madison, sponsored the first tariff bill which became law 
as The Tariff Act of July 4, 1789.

Nearly all imported goods carried a general tariff, but  
a number of items carried specific duties.  Even though it is  
estimated early tariffs funded nearly 95% of government  
expenditures, it is important to point out this early piece of  
legislation was not strictly a revenue act.  Its first section  
declared that it was “necessary for the support of government, 
for the discharge of the debts of the United States, and the  
encouragement and protection of manufactures”.  This last 
measure was of particular interest to Alexander Hamilton, who 
argued tariffs would protect and encourage domestic industry.

Even back then, the debate of the bill and the effects of its  
signing were messy.  Early versions supported by Madison  
imposed higher tariffs on Great Britain than France.  A tariff 
double that of France would be economically damaging to Great 
Britain while supporting revolutionary France.  Many, including 
Hamilton, worried if anyone could replace Great Britain which 
remained our primary trade partner after the war.  Hamilton 
also argued a trade war with Great Britain would dramatical-
ly lower the amount of overall tariff revenue crucial to funding  
government operations.

The politics of early tariff legislation were also not confined to 
issues across borders.  The early tariff acts largely supported 
the burgeoning manufacturing industries from the North while 
being “financed” by the agricultural South.  As an example, a 
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Northern garment maker would benefit from tariffs on imported garments.  
However, a Southern planter who sold cotton to an overseas garment maker 
would benefit if there were no tariff on imports of garments, thus making those 
imported goods more price competitive.  This political fight between Northern 
and Southern constituents would continue through various tariff acts of the 
next century.

Throughout the 1800s, tariffs were still the predominant form of revenue for 
our nation.  This all changed with the passage of the Sixteenth Amendment 
in 1909.  Once ratified in 1913, it granted Congress the authority to levy an  
income tax.  This dramatically lowered the reliance on tariffs for revenue 
means.  The years leading up to the creation of the income tax system were 
also ones of tremendous industrial expansion.  As such, tariffs were no  
longer needed as much to protect industry from foreign competition.  Both  
circumstances lead to the downturn of tariffs in foreign policy.

After the Stock Market Crash of 1929, President Herbert Hoover signed the 
Smoot-Hawley Tariff Act as a way to try and protect the American farmer from 
economic downturn.  Our primary trading partners in Europe retaliated with 
tariffs of their own.  The end result was a two-thirds decline in trade between 
the U.S. and Europe.
 

After World War II, the United States lead the establishment of the General 
Agreement on Tariffs and Trade (GATT).  The goal of GATT was to establish a 
legal agreement between countries whose overall purpose was to promote 
international trade by reducing or eliminating trade barriers such as tariffs  
or quotas.  GATT took effect in January of 1948 and ushered in the era  
of free trade.  Today, the World Trade Organization (WTO) deals with the  
global rules surrounding trade and functions to “ensure trade flows as  
smoothly, predictably, and freely as possible”.

Free trade is defined as a policy to eliminate discrimination against imports 
and exports.  Many economists will argue this allows countries to focus on 
areas where they have a competitive advantage.  Specializing, and thus relying 
on other nations for other products, in theory produces a net positive for both 
sides.

As we know, in practice it is never quite that easy.  Our main trading partner, 
China, is a perfect example.  We’re currently locked in a trade dispute rooted 
in issues such as a massive trade deficit and China’s theft of our intellectual 
property.  Our two countries, however tangled financially, could not be more 
different foundationally.  Our most recent weapon in the dispute, tariffs, have 
been volleyed back to our shores.  The current tariff regime disproportionately 
effects some industries while causing others to flourish.  Chinese tariffs on U.S. 
soybeans have halted exports.  Meanwhile, a tariff increase from 10% to 25% 
on Chinese garlic has caused sales to reverse a decades long decrease for the 
few remaining U.S. garlic growers.  Do any of these issues sound familiar?

Politics and foreign relations are seldom neat and tidy.  If it is any consolation, 
the same was true in Hamilton’s day when it came to the topic of tariffs.  Our 
base case is still a trade remedy between the United States and China in the 
near future.  The long-term effects of the current escalation are not pleasant 
on both sides.  Try and be patient as history unfolds and repeats itself.  And if 
you have not yet, go see Hamilton.
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“Free trade is defined as a policy to eliminate  
discrimination against imports and exports”
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