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The Impact of Trade Protection on Industry Wage Premium
— Evidence from the Indian Manufacturing Sector —
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Abstract

This paper examines the impact of trade protection by raising tariffs on industry wage premiums in the
Indian manufacturing industry. The specific factors model suggests that workers in an industry are not
mobile in the short run, and their wages are likely to be affected by tariff policies. To empirically test
this, we conducted estimates using industry-level data for the Indian manufacturing sector from 2015-
2018. We find that a 1% increase in tariffs increases real industry average wages by Rs. 804. These
results clearly show that protectionist trade does indeed lead to higher wages for workers. However, it is
uncertain whether the protection of a wide range of goods will contribute to the long-term growth of the

manufacturing sector.
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