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To be covered
• Protectionist argument
• Can we rationalize it with data?

• Manufacturing share of GDP
• Manufacturing share of the labor force

• Conclusions



The protectionist argument
• Manufacturing central to economy; other sectors serve 

manufacturing
• Services not tradable
• Capital goods and knowledge accumulation in 

manufacturing is tried and true recipe for growth
• Structural unemployment
• National security concerns



How do we define manufacturing?
• Defined by UN’s ISIC D
• Comprehensive data

• From 1970’s
• ~200 countries

• Caveat: overlap with services – many manufacturing 
companies either contract out to services or have 
“evolved” into services:
• Neely: overlap in ~30% of firms studied – only 2% pure
• Example: IBM



Does the size manufacturing base explain growth 
rate?



Explanatory models tested



Share of labor in manufacturing

• For 10 developed countries, we have a positive 
relationship in the 1970s and a negative relationship now

Positive 
correlation

Negative 
correlation
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