
THE ECONOMIC HISTORY SOCIETY

Annual Conference

University of Leicester

8 – 10 April 2005

Programme including

New Researchers’ Papers
&

Abstracts of the other Academic Papers

(Reproduced with the permission of East Midlands Oral History Archive)



THE ECONOMIC HISTORY SOCIETY

Annual Conference

University of Leicester

8 – 10 April 2005

Programme including

New Researchers’ Papers
&

Abstracts of the other Academic Papers







Contents

i

Page no.
Contents i
Welcome to the University of Leicester vi
Summary conference programme vii
Brief guide to conference arrangements ix
How to reach Oadby Halls xii
Campus Plan xv
NEW RESEARCHERS’ SESSION I
I/A TRADE: THEORY AND PRACTICE

1 Elsa Pouget-Pomar The free-trade paradox of mercantilism 1
2 Xabier Lamikiz The role of Spanish and foreign merchants in the colonial

trade with Peru, 1740-83 4
3 Peter Maw Endogenizing technological innovation: transatlantic trade

and the generation and diffusion of textile technology
in 18th century Lancashire and Yorkshire 9

4 Gagan Sood Formal contracts and the art of negotiation in 18th century
maritime West Asia 18

I/B HEALTH AND INCOME

1 Kerry-Jane Hickson The impact of improved health upon standards of living in
20th century Britain 26

2 Alexander Klein A dynasty approach to household migration: evidence
from the 19th century Austro-Hungarian Empire 31

3 Natalia Mora-Sitjà Women’s wages and earnings inequality during
industrialization 37

4 Laurent Heyberger Measuring the biological standard of living in the
Mulhouse and the Alsatian countryside, 1780-1920 43

I/C POLITICAL AND CONSUMER PRESSURES IN MODERN BRITAIN

1 Matthew Badcock The changing geographies of constituency campaigning in
late 19th century British General Elections 50

2 Nicole Robertson The British Co-operative Movement as a consumer
pressure group, 1914-45 58

3 Raymond Westphal Parliamentary oversight of the Supply Committee during
the first Labour government, 1924 62

I/D MUSIC AND ECONOMICS

1 Johannah Duffy American Popular music and its influence on Britain
during the interwar years: the intermingling of class,
economy and jazz 69

2 Siobhán McAndrew State formation and composition rates 73
NEW RESEARCHERS’ SESSION II
II/A MEASURING CHANGE

1 Aravinda Meera
Guntupalli

Understanding the human capital of North India for the
19th and 20th centuries using the ‘Age Heaping’
measure 81

2 Dede Amanor-Wilks Peasants and settlers in Africa: structural and institutional
change in Ghana and Zimbabwe from c.1890 to c.2000 89

3 Marta Felis-Rota Comparative measurement of social capital in the 19th and
20th centuries 95

4 Ichiro Sugimoto Historical GDP estimates of Singapore, 1900-39 and
1950-60: progress and perspectives 103

II/B MONEY AND MARKETS

1 Matthias Morys How did Austria-Hungary conduct monetary policy? 112
2 David Chambers How well did the Stock Market treat industry? Evidence



Contents

ii

from initial public offerings on the London Stock
Exchange over the 20th century 114

3 Cátia Antunes Enemies, competitors and allies: the economic
relationship between Amsterdam and Lisbon, 1640-
1705 121

II/C LANDHOLDING AND PROPERTY RIGHTS

1 Matt Tompkins Stability and equality in the peasant society of a southeast
Midlands manor, 1279-1610 127

2 Karine Gabay – Van Der
Beek

Coercion power, property rights and capital: construction
of watermills in Ponthieu, France during the 11th-12th

centuries 133
3 Claire Townsend Functions and fortunes: the importance of county towns in

the East Midlands, 1700-1830 139
II/D ANALYSIS OF DECISION MAKING

1 Anne Murphy Trading options before Black-Scholes: a study of the
market in late 17th century London 144

2 Michael Ebeling Improving credibility by delegating judicial competence:
the case of the Judicial Committee of the Privy Council 150

Academic Session I – I/A MONEY AND BANKING

1 Philip L Cottrell The ‘Farrer-Wright’ group and the genesis of London-
based imperial banking, 1824-65 157

2 Bernard Attard New estimates of Australasian Public Debt issued in
London, 1855-1914 158

3 Kris Mitchener &
Marc Weidenmier

Trade and Empire (1870-1914) 158

4 Franklin Noll The high cost of debt: very-high-denomination Treasury
Notes and US Treasury Debt Management, 1955-69 161

I/B UK INTERWAR ECONOMY

1 Christopher Price New evidence on short time working in Britain, c.1926-38 163
2 Huw Dixon & Steve Toms Did industry fail the City? Debt, company finance, and

financial institutions: a case study of the engineering /
vehicle industries 163

3 Sue Bowden &
Dave Higgins

Continuity and change? The operation of capital and
labour markets: a comparison of the late 19th century
and the interwar years 164

I/C MAKING ECONOMIC POLICY

1 Pedro Fonseca &
Sérgio Monteiro

Economic policy and crisis in Brazil: the second Vargas
Administration (1951-54) and the Goulart
Administration (1961-64) 165

2 Jim Tomlinson Tale of a death exaggerated: how Keynesian policies
survived the 1970s 166

3 Anna Spadavecchia Surviving under the shelter of government subsidies or
‘avoiding disaster’? New evidence from Italian
Industrial Districts, 1971-91 167

4 Pedro Lains The winning hare? Structural change and productivity
performance in Ireland and Portugal, 1979-2003 167

I/D ECONOMIC GEOGRAPHY: ROUTES, REGIONS AND BOUNDARIES

1 Guillaume Daudin Do frontiers give or do frontiers take? The case of
intercontinental trade in France at the end of the
Ancien Régime 169

2 Fernando Collantes Farewell to the peasant republic: industrialization and the
economic transformation of mountain regions in



Contents

iii

Western Europe, 1815-1930 170
3 Mark Casson The evolution of the British railway network, 1825-1914:

the effects of inter-company rivalry on the geography
of the network 171

I/E UNDER TYRANNY

1 Michael Pammer Inequality within a minority: Jewish wealth in Vienna,
1938 173

2 Kim Oosterlinck Market microstructure and Nazi influence on the Paris
stock exchange during World War II 174

3 Olaf Mertelsmann The importance of private economic activities during late
Stalinism 174

I/F RELATIONAL BUSINESS

1 Anne Laurence Financial knowledge and the emergence of a private
clientele for banks: Hoare’s Bank and some early
women customers 176

2 Dave Postles Social ordering or social interaction in early modern
England? 177

Academic Session II – II/A PRODUCTIVITY AND GROWTH

1 Gary S Shea South Sea Company subscription shares and warrant
values in 1720 179

2 Carsten Burhop Industrial production and industrial productivity in the
German Empire 179

3 Markus Baltzer &
Gerhard Kling

Predictability of future economic growth and the
credibility of different monetary regimes in Germany,
1870-2003 180

4 Harald Edquist &
Magnus Henrekson

Technological breakthroughs and productivity growth 181

II/B BUSINESS GOVERNANCE

1 Christopher Kingston Marine insurance in Britain and America, 1720-1824 184
2 Mark Freeman et al Transparency and accountability in the governance of

British stock companies, 1740-1845 184
3 Paolo di Martino &

R Gomez
Debt discharge and entrepreneurship in England, c.1880-

1939 185
4 Roger Lloyd-Jones et al Corporate governance and personal capitalism: case

studies in British manufacturing in the first half of the
20th century 186

II/C EARLY MODERN COTTON

1 Suraiya Faroqhi Ottoman textiles: a success story that did not end so well 189
2 Prasannan Parthasarathi Cotton textile exports from the Indian subcontinent, 1680-

1780 189
3 Giorgio Riello Empire, ecology and economy: cotton in 18th century

Europe 189
II/D OCCUPATIONAL CHANGE

1 Tony Wrigley English county populations in the later 18th century 191
2 Amanda Jones An industrializing region: the West Riding of Yorkshire,

c.1740-1891 192
3 Peter Kitson The occupational structure of Northumberland, 1762-1891 192
4 Leigh Shaw-Taylor The occupational structure of London c.1670-1891 193

II/E HEALTH AND WELFARE

1 Nigel Goose Poverty, poor relief and philanthropy in early modern
Colchester: the unacceptable face of mercantilism? 194

2 Leonard Schwarz & Life-cycle vulnerability: pauper life histories in 18th and



Contents

iv

Jeremy Boulton 19th century Westminster 195
3 Grietjie Verhoef From Friendly Society to Compulsory Medical Aid

Association: the history of medical aid provision in
South Africa in the public sector, 1905-70 196

II/F CRISES IN THE COUNTRYSIDE

1 Neil Rushton Comparing tithe and manorial demesne grain output before
and after the Black Death in southern England 197

2 Ben Dodds The Black Death in perspective: grain production in the
Northeast, 1250-1348 197

3 Richard Hoyle Famine as agricultural catastrophe: the crisis of 1622-3 on
the Walmsley estates in Lancashire 197

Academic Session III – III/A TRADE

1 Sheryllynne Haggerty ‘You sacrificed me’: an inter-disciplinary approach to
Liverpool’s business culture in the 18th century
Atlantic 199

2 Anthony Webster British business networks and colonial economic policy in
India, 1830-48 200

3 Anna Carreras Marín Geographical effects on the accuracy of textile trade data:
an international approach for 1913 201

III/B RETAILING REVOLUTIONS

1 Andrew Hann Retail change and the urban renaissance: recasting the
shopping hierarchy 202

2 Jon Stobart The spread of department stores in provincial England,
c.1872-1932 202

3 Andrew Alexander &
Gareth Shaw

Knowledge and the transfer of the supermarket from North
America to Britain, 1950-70 203

4 Carlo Morelli British multiple retailing during the Golden Age, 1976-94:
a quantitative approach 203

III/C IMMIGRATION

1 Bernard Deacon &
Sharron P Schwartz

Why so few migrants from so many places and so many
from only a few places? Cornish migration flows to the
Americas in the 19th century 204

2 Chris Minns &
Marian Rizov

Self-selection, location and entrepreneurship: British self-
employment in North America in the early 20th century 205

III/D EARLY MODERN CONSUMPTION

1 Ian Archer City and Court: patterns of consumption in 16th century
London 206

2 Craig Muldrew The diet of the labouring poor in England, 1550-1750 206
3 Philip Withington The politics of tobacco consumption in 17th century

England 206
III/E LATIN AMERICAN DEVELOPMENT

1 Maria Heloisa Lenz The construction of railroads in Argentina in the late 19th

century: the major role of the English companies 208
2 Xavier Tafunell &

Albert Carreras
Capital goods imports and investment in Latin America,

1913 and 1925 209
3 Mar Rubio &

Mauricio Folchi
The apparent consumption of fossil energy as an indicator

of modernization in Latin America by 1925: a proposal
using foreign trade statistics 210

ACADEMIC SESSION IV – IV/A TECHNOLOGY AND GROWTH

1 Christine MacLeod &
Alessandro Nuvolari

‘Glorious times’: the emergence of mechanical
engineering in early industrial Britain, 1700-1830 212

2 Petra Moser Do patents facilitate knowledge spillovers? Evidence from



Contents

v

the geography of innovations at the Crystal Palace 213
3 Valerio Cerretano International cartels and technology transfer, 1890-1948 215
4 Anna M Aubanell-Jubany Cartel stability in the electric industry: the case of

electricity distribution in Madrid in the interwar period 216
IV/B RURAL POOR RELIEF

1 Paul Warde Sources of welfare support in early modern Württemberg,
c.1500-1700 217

2 Richard Smith The agrarian origins of early modern poor relief: English-
French comparisons 217

3 Tracy Dennison Poor relief in rural Russia: evidence from Yaroslavl
Province, 1750-1860 218

IV/C EMPLOYMENT AND LABOUR

1 Patrick Wallis Apprenticeship, training and guilds in pre-industrial
Europe 220

2 David R Stead Income risk and the English farm labourer, c.1750-1850 220
3 Jordi Domenech Adjusting to economic downturns in the Catalan textile

sector, 1880-1913 221
4 Nicholas Dimsdale et al Real wages and unemployment in Weimar Germany 221

IV/D MODERN CONSUMPTION

1 Gerben Bakker The evolution of entertainment consumption and the
emergence of cinema, 1890-1940 223

2 Lesley Whitworth The creation of the British Council of Industrial Design:
re-investing design with hope 223

3 Orit Rozin Israeli housewives in the 1950s and the Austerity policy 224
4 Richard Coopey &

Dil Porter
‘Like rabbits in the headlights’: Britain’s mail order

retailers and the home shopping revolution 226
IV/E WOMEN AND FAMILY ECONOMICS

1 Judith Spicksley Women, accounts and numeracy in 17th century England 227
2 Elizabeth Griffiths &

Jane Whittle
The management of household and estate: the accounts of

Alice le Strange, 1610-1654 227
3 Nicola Verdon Women and the business of farming: the role of farmers’

widows in England, 1750-1850 228
4 Jane Humphries Sons and mothers: family relations and sources of family

income in early industrial Britain 229
IV/F THE GREAT DIVERGENCE

1 Stephen Broadberry &
Bishnupriya Gupta

Cotton textiles and the great divergence: Lancashire, India
and shifting comparative advantage, 1600-1850 230

2 Alvaro S Pereira Triple engines of growth: why Europe and not Asia? 231
3 David Flacher Industrial revolutions and consumption: a common model

to the various periods of industrialization 232
Economic History Society Annual Conference 2006: call for Academic papers 233
Economic History Society Annual Conference 2006: call for New Researchers’ Papers 234



Welcome

vi

Welcome to the University of Leicester

Welcome to the University of Leicester, which was founded as a University College in 1921 and was

granted a Royal Charter in 1957.  The University has 33 academic departments covering all major

fields in the Arts, Social Sciences, Law, Medicine, Education and the Biological and Physical

Sciences.  We have over 19,000 students of whom 9,000 are pursuing postgraduate study.  Just over

half of the full-time campus based student population is female and 15 per cent are international

students.

Leicester’s economic and social historians are located in the School of Historical Studies

which was established in 2003 as an amalgamation of the former departments of History and

Economic and Social History.  With 33 members of academic staff and 10 members of research staff

the School is one of the largest and most varied departments in the country.  It teaches more than

1,000 undergraduate students and has an active postgraduate and research community based in the

Marc Fitch Historical Institute in Salisbury Road, approximately ten minutes walk from the

University’s main campus.  The Centre for Urban History and the Centre for English Local History,

both of which have close academic links with economic and social history, are based in the Marc

Fitch Institute.

The conference is being held at the Oadby Halls complex, which is about two and a half miles

south of the city centre and the University campus.  During the late 1940s and the 1950s the

University purchased a number of magnificent houses, located just over the city boundary in Oadby,

which had become too large for their owners to manage.  They had been built for wealthy Leicester

industrialists, some of whom had made their money in the hosiery, textiles or the boot and shoe

trades, and who wanted to escape industrial grime by moving to the fringes of the city.  Student

accommodation was then built in the extensive grounds of these, mostly Edwardian, properties.  The

five Halls of Residence that make up the Oadby complex are home to over one thousand students

when the University is in session.  The University’s 15 acre Botanic Garden, based on the extensive

gardens of Beaumont Hall which were laid down in 1905, is a short stroll away from the Gilbert

Murray Conference Centre where most of our meetings will take place.  The landscaped grounds of

the Oadby Halls and the tranquillity of the Botanic Garden make a delightful and relaxing

background to what I am sure will be an academically stimulating conference.

Peter Fearon (Local Organizer)
Maureen Galbraith (Administrative Secretary, Economic History Society)
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Summary Conference Programme
(See Contents for details of each session)

Friday 8th April
0915-1045 EHS Publications Committee Meeting Seminar Rm, Gilbert Murray Hall (GMH)
1100-1400 EHS Council Meeting Livingstone Rm, GMH
1200-1800 Registration Foyer, GMH

1400-1530 New Researchers’ Session I
I/A Trade: Theory and Practice Lecture Theatre, GMH
I/B Health and Income Seminar Rm, GMH
I/C Political and Consumer Pressures in Modern Britain Rm 1, The Coppice
I/D Music and Economics Rm 2, The Coppice

1530-1600 Tea Junior Common Rm, GMH & The Coppice

1600-1730 New Researchers’ Session II
II/A Measuring Change Lecture Theatre, GMH
II/B Money and Markets Seminar Rm, GMH
II/C Landholding and Property Rights Rm 1, The Coppice
II/D Analysis of Decision Making Rm 2, The Coppice

1730-1830 Open meeting for women in economic history Seminar Rm, GMH
1815-1900 Council reception for new researchers and first time

delegates
Livingstone Rm, GMH

1830-1900 Meeting of Conference Committee Howard Room, GMH
1900-2015 Dinner Stamford Hall Dining Rm
2030-2130 Plenary Lecture: Professor Richard Rodger

Signs of the Times: Building Nationalism at Street
Level

Villiers DR

Bar available until late Junior Common Rm
GMH

Saturday 9th April
0800-0900 Breakfast Stamford Hall Dining Rm

0900-1045 Academic Session I
I/A Money and Banking Livingstone Rm, GMH
I/B UK Interwar Economy Main Lecture Theatre, GMH
I/C Making Economic Policy Seminar Rm, GMH
I/D Economic Geography: Routes, Regions, and Boundaries Rm 1, The Coppice
I/E Under Tyranny Rm 2, The Coppice
I/F Relational Business Rm 3, The Coppice

1045-1115 Coffee Junior Common Rm, GMH & The Coppice

1115-1300 Academic Session II
II/A Productivity and Growth Rm 1, The Coppice
II/B Business Governance Seminar Rm, GMH
II/C Early Modern Cotton Livingstone Rm, GMH
II/D Occupational Change Main Lecture Theatre, GMH
II/E Health and Welfare Rm 2, The Coppice
II/F Crises in the Countryside Rm 3, The Coppice
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1300-1400 Lunch Stamford Hall Dining Rm

1330-1730 Field trips:
1. Industrial Archaeology at Moira Furnace

Guided Tour of Lamport Hall2.

1415-1545 Meeting of Schools and Colleges Committee Howard Rm, GMH

1415-1600 Academic Session III
III/A Trade Livingstone Rm, GMH
III/B Retailing Revolutions Main Lecture Theatre, GMH
III/C Immigration Rm 1, The Coppice
III/D Early Modern Consumption Rm 2, The Coppice
III/E Latin American Development Seminar Rm, GMH

1600-1630 Tea Junior Common Rm, GMH & The Coppice

1730-1830 Economic History Society AGM Main Lecture Theatre, GMH

1930-2000 Conference Reception Main Lecture Theatre, GMH
(Hosted by Professor Robert Burgess, Vice-Chancellor, Leicester)

2000 Conference Dinner Stamford Hall Dining Rm

Bar available until late Junior Common Rm, GMH

Sunday 10th April
0800-0900 Breakfast Stamford Hall Dining Rm

0915-1115 Academic Session IV
IV/A Technology and Growth Rm 1, The Coppice
IV/B Rural Poor Relief Rm 2, The Coppice
IV/C Employment and Labour Rm 3, The Coppice
IV/D Modern Consumption Seminar Rm, GMH
IV/E Women and Family Economics Main Lecture Theatre, GMH
IV/F The Great Divergence Livingstone Rm, GMH

1115-1145 Coffee Junior Common Rm, GMH & The Coppice

1145-1300 Tawney Lecture: Professor Barry Eichengreen
Sterling’s Past, Dollar’s Future? Historical Perspectives

on the Dollar’s International Currency Role

Main Lecture Theatre
GMH

1300-1400 Lunch Stamford Hall Dining Rm

1400 Conference ends
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Brief guide to conference arrangements
The conference will take place at Oadby Halls, University of Leicester and will be located mainly in
the Gilbert Murray Hall – also known as Gilbert Murray Conference Centre and Gilbert Murray
House.  Oadby Halls are located, on a compact site, approximately three miles from Leicester city
centre and the main university campus.  (See map on page xii.)

Conference accommodation on campus
Ensuite accommodation will be in Gilbert Murray Hall, Clivedon House and Bowder Court, while
standard rooms will be located in Gilbert Murray Hall.  A campus map can be found on page xv.

On arrival, delegates should report to the registration desk in the foyer of Gilbert Murray
Hall (GMH), where they will be directed to their accommodation. The desk will be staffed 9.00
a.m. – 6.00 p.m. Thursday-Saturday inclusive and 9.00 a.m. – 2.00 p.m. on Sunday.  Delegates
arriving out with these times should go to Stamford Hall (which is staffed on a 24-hour basis)
where they will be directed to their accommodation.

Alternative Accommodation
For accommodation elsewhere, you are advised to contact the Leicester Tourist Board:

Leicester Tourist Information
7-9 Every Street
Town Hall Square
Leicester   LE1 6AG
Tel: +44 (0) 906 294 1113
E-mail: info@goleicestershire.com
Website: www.discoverleicester.co.uk/

A selection of accommodation from the Leicester Tourist Information website can be found below.
NB: no recommendation intended, with the following chosen specifically for offering a higher

level of comfort than is possible in a student hall of residence.

The Regency Belmont House
360 London Road De Montfort Street
Leicester   LE2 2PL Leicester   LE1 7GR
Tel: 0116 270 9634 Tel: 0116 254 4773
E-mail: info@the-regency-hotel.com E-mail: info@belmonthotel.co.uk
Website: www.the-regency-hotel.com Website: www.belmonthotel.co.uk

The Stage Ramada Jarvis Hotel
299 Leicester Road, Wigston 73 Granby Street
Leicester   LE18 1JW Leicester   LE1 6ES
Tel: 0116 288 6161 Tel: 0116 255 5599
E-mail: reservations@stagehotel.co.uk E-mail: sales.leicester@ramadajarvis.co.uk
Website: www.stagehotel.co.uk Website: www.jarvis.co.uk

Holiday Inn Leicester West Ibis Hotel
Braunstone Lane East Constitution Hill
Leicester   LE3 2FW Leicester   LE1 1PL
Tel: 0870 400 9051 Tel: 0116 248 7200

Holiday Inn The Gables
129 St Nicholas Circle 368 London Road
Leicester   LE1 5LX Leicester   LE2
Tel: 0870 400 9048 Tel: 0116 270 6969
Website: www.leicester.holiday-inn.com
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Registration
Registration will take place between 12.00 and 18.00 in the Foyer of GMH.  Residential delegates
will be directed by staff on the conference desk to their accommodation.  Room keys will be
available from 2.00 p.m.

The desk will be staffed for the duration of the conference, and you will be able to collect
conference papers there as well as to obtain advice on finding your way around.

Car parking
There is limited car parking across the site, including spaces adjacent to the delegate
accommodation.  No permit is required.

Book displays
Publishers’ and booksellers’ displays will be in the Junior Common Room of GMH.

Meals and Morning Tea/Afternoon Coffee
Breakfast, lunch and dinner will be served in Stamford Hall Dining Room.  Coffee will be available
in GMH and in the Coppice.

Receptions and Bar
The Council Reception for new researchers and first-time conference delegates (Friday, 1815-1900
hours) will take place in the Livingstone Room, GMH.  The Saturday evening Conference
Reception, to which all are invited, will be held in GMH.

A late bar will be provided on both evenings in the Junior Common Room, GMH.

Meeting rooms for New Researchers, Academic Sessions etc
The Conference will be using a large number of rooms, given the size of the academic programme:

Registration and book displays:

 Foyer and Junior Common Room, GMH

For academic papers and lectures:

 Main Lecture Theatre, GMH
 Seminar Room, GMH
 Livingstone Room, GMH
 Seminar Rm No. 1, The Coppice
 Seminar Rm No. 2, The Coppice
 Seminar Rm No. 3, The Coppice

For meetings:

 Livingstone Room, GMH
 Seminar Room, GMH
 Howard Room, GMH
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Field Trips
Those taking part in the field trips will be provided with packed lunches, which will be distributed
from Stamford Hall Dining Room.  All coaches will leave from Stamford Hall (located on Stoughton
Drive South), as soon as possible after 13.15 hours.

Two trips have been arranged: to Lamport Hall and Moira Furnace.

Internet Access
A computer suite is available in GMH (Rm 4).  There are 10 computers available and ID numbers
are not required.  Alternatively, delegates with laptops and modems may purchase a phone card from
reception and use the phone line in their bedroom.  A disk and user guide will be issued.

Useful Telephone Numbers
Gilbert Murray Hall (Manager): +44 (0) 116 271 4576
Stamford Hall: +44 (0) 116 271 5876
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How to reach Oadby Halls (Halls of Residence & Conference Suite)

A copy of this map can be found at: http://www.le.ac.uk/conference/images/maps/leicester.gif
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Leicester is conveniently located at the centre of the UK with access by road, rail and air. The
University’s halls of residence are serviced by regular public transport.

By Road
M1/M69
Just four miles from Junction 21 of the M1 and M69, giving excellent access from the UK’s
motorway network. At Junction 21 (not 21a) or after roundabout at end of M69, filter left following
directions for Leicester Ring Road, A563. Continue to follow signs Outer Ring Road A563,
Leicester South for 4.5 miles. At roundabout with A6 go right and filter left at traffic lights into
Stoughton Drive South.

A6 from Loughborough
Follow A6 through City towards Market Harborough. About 3.5 miles from City Centre the road
becomes dual carriageway, go straight over at roundabout, filter left at traffic lights into Stoughton
Drive South.

A47 from Peterborough
Turn left into Spencefield Lane shortly after ‘City of Leicester’ sign. This becomes Evington Lane.
After golf course on left (green tiles house on right), turn left at traffic lights into Stoughton Drive.
Turn left at roundabout and right at mini-roundabout into Stoughton Drive South.

A6 from Market Harborough
Follow A6 to roundabout after Oadby. Go right around the roundabout and filter left at traffic lights
into Stoughton Drive South.

A50 from Northampton
Follow A50 to junction with Outer Ring Road. Turn right into A563 to Oadby. At roundabout with
A6 take right turn and filter left at traffic lights into Stoughton Drive South.

By Rail
Leicester lies on the Midland Mainline service and has regular connections to London St Pancras,
Sheffield, Leeds, Birmingham and Lincoln.

Train enquiries: 08457 484950.   Website: www.nationalrail.co.uk/

Approximate journey times and frequency of trains are:

London: 75 minutes/twice per hour
Sheffield: 75 minutes/every 1¼ hours
Birmingham: 60 minutes/hourly

By Bus
Bus enquiries: 08706 082608.

Websites: www.arrivabus.co.uk/ www.scbeastmidstravel.co.uk/ConnectionsFromLeic.html

Frequent services run from the City Centre and Railway Station to the vicinity of the Halls of
Residence. Further information is available from the above.
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By Taxi
The Halls of Residence are three miles from the Railway Station.  If taking a taxi, ask for Gilbert
Murray Conference Centre, Oadby Halls, not the University, which is a separate site. The following
companies are listed for your convenience; this does not indicate approval of their services:

Swift Fox Cabs: +44 (0) 116 262 5262
ABC Taxis: +44 (0) 116 255 5111
City Taxis: +44 (0) 116 255 5222
West End Taxis: +44 (0) 116 270 3105

By Air
Leicester is well situated for access to airports:

Airport Miles Notes

Nottingham East Midlands 19
Shuttle bus to Loughborough, then take
train to Leicester.

Birmingham International 36
Train to Birmingham New Street, change
then take train to Leicester.

Stansted 100
Direct train to Leicester.

Manchester 101
www.manchesterairport.co.uk/

Heathrow 105
www.baa.com/main/airports/heathrow/

Gatwick 123
www.baa.com/main/airports/gatwick/

While situated closest to Nottingham East Midlands airport, there are no direct public transport links
to Leicester; the approximate cost of a taxi is £35-£40.
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Campus Plan – Oadby Halls

A copy of this map can be found at: http://www.le.ac.uk/conference/images/maps/map.jpg
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New Researchers - Session I / A

1

The free-trade paradox of mercantilism
Elsa Pouget-Pomar, University of Toulouse II – Le Mirail

(pougetelsa@wanadoo.fr)
Supervisor: Professor Jean-Louis Breteau

What is called “mercantilism” is not a homogenous concept. Adam Smith’s eighteenth century
“mercantile system” overshadowed the complexity of the phenomenon. Two types of mercantilism
existed during the seventeenth century: one which could be called “bullionism” and the other,
“commercialism.” The former was advocated by those eager to hoard up money whereas the latter
was backed by persons keen on exchanging goods with the whole commercial world. These
economic tendencies used to mix, especially during the middle of the century, but commercialism
took the upper hand around the mid-1690s. Nevertheless we must remember that commercialism was
another side of mercantilism and, as such, it retained some of its major characteristics. But changes
occurred at the end of the seventeenth century and, especially, some modifications concerning some
specific values of mercantilism such as frugality and the role of the companies. The most able men
who tried to depict the situation were all merchants or, at least, men deeply interested in economy.
Each had his opinion which could vary according to his belonging to a company, his political side
and his personal goals. The idea of free trade was not exactly the same if the essayist was bullionist
or commercialist and it became a controversial issue: while some supported the natural right every
Englishman had to trade, others underlined the need to limit trade to some privileged ones to make
commerce more efficient.

Many economic facts or institutions came under attack either from bullionists or
commercialists. The Bank of England was one of these hot topics. If the Whigs were its promoters,
many were its detractors. John Briscoe, in A Discourse on the Late Funds of the Million-Act, Lottery-
Act, and Bank of England, published in 1693, did not back the various schemes set up to manage the
public debt. Landowners, rivals of the merchants, saw the bank as a menace for their fortune. Essays
dating back to the beginning of the eighteenth century kept the struggle against the bank alive. Two
notorious pamphlets appeared the same year, in 1707: one was anonymous whereas the second was
written by John Broughton and other merchants. In Remarks against the Bank of England, Broughton
rebelled against what he thought was a monopoly. This fear was shared by the anonymous author of
Reasons Offer’d against the Continuance of the Bank. The various criticisms voiced between 1690
and 1720 came either from angry merchants or political adversaries. These criticisms deserve our
attention for they show that the evolution of economic thought did not present a radical change. On
the contrary, the transformation of the economy was progressive and it could feed on these
criticisms. It was essential to understand the way it worked. Political arithmetic tried to provide
solutions while merchants found out that they could help by putting their practical experience in the
service of the State, thanks to the trade committees.

Nevertheless, the economy of the end of the seventeenth century remained paradoxical. If, on
the one hand, some wanted a status-quo, others wanted to stimulate trade. But members of the
second group shared some thoughts with the first group or changed their mind rather quickly. That
may explain why trade had to be emancipated, but protected by the State. This paradox is the essence
of the economy of the late century, a period when commerce was not yet ready to free itself from
State protection. The ambiguity of the economic discourse during the years 1690-1720 lies in the
confrontation between consumption and frugality. Concerning protection of the latter, bullionists had
been joined by commercialists, but the latter did not advocate a complete prohibition of
consumption, but preferred a reasonable consumption, which would have automatically restrained
imports. Everything lay in moderation. This moderation was in the hands of the merchants, who had
to deal with the wishes of their clients. Intelligence of consumption lay on the quasi-perfect balance
between desire and market. The ‘frugality paradox’ was then solved. However, the issue of frugality
seemed to be trivial compared to that of the role of the companies. Every merchant-writer dealt with
it. The first contradiction that could be underlined is the omnipresence of companies in an economy
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that was said to try to be more liberal. The period when the East-India Company (EIC) lost its
monopoly was examined in detail and this study helped pamphleteers to show, according to their
sympathies, that trade with the Indies had either increased or decreased during this time of free trade.
Others, like Roger Coke, twenty years later, expressed a different opinion and underlined the fall in
price and the rise in imported quantities (Coke, Regulation of the Coyn 36) or emphasised that
England oversold the United Countries (Proposals for Setling the East-India Trade 10). Opinions
concerning companies were diverging, but, on the whole, companies and their members were looked
down upon. The most ferocious opponents to the EIC were merchants from Bristol and other
peripheral ports. They were backed up by the Whigs who thought that companies were illegal. For
them, companies impeded the natural right of every Englishman to take part in trade (Khan 179).
Between these extremes, there was a kind of middle state in which persons who did not want
companies to be abolished did wish them to be modified. In particular, they wished to replace joint-
stock companies with regulated companies, open to everybody and, they hoped, less open to
speculation. Regulated companies seemed to be the answer to the issue of the liberalization of
exchanges. Some authors, like Charles Davenant, valued joint-stock companies highly. He promoted
this type of company in every situation, even for trade with Africa which others thought to be less
dangerous than that with the Indies. To those who disagreed that these companies were contrary to
natural law, Charles Davenant retorted that the public good was the ultimate goal of every
government and, as such, companies partook in this aim for they had been given State support and,
thus, could not harm Englishmen (Reflections 148). Even if he advocated some freedom in trade, he
fought for the retention of some state control over commerce. Such a paradox cannot be justified,
except by a thorough analysis of politics and economics of the time.

Setting up rules for managing trade triggered vivid reactions in the seventeenth-century
English economic world, especially because of the drive for freedom and liberalization. But rules and
laws had no long-term impact and that bothered free-trade thinkers. They said that rules were only
ephemeral stakes, and, one day, commerce would be strong enough to get away from them, provided
that the state agreed to it. Nonetheless, some authors were quick to ask, or even demand, severe and
restrictive laws, like Samuel Fortrey or John Pollexfen, but the most demanding writer was John
Cary. Others, like Davenant, hoped that commerce would be freer, but they were not against some
help given by the State (e.g. Corn Laws). Thus, managing trade meant the passing of specific laws,
the most pernicious being undoubtedly the Navigation Acts. Supposed to protect English trade and
navigation, they ended up in blocking them. In 1670, Roger Coke came back to the 1660 and 1663
laws and underlined that they deprived England of a part of her foreign trade. The Navigation Acts
were voted irrespective of the economic situation. Because commerce was seen as a finished system,
taking one part of it from a rival was a victory. Such a thought was deemed to lead the country to
bankruptcy. The 1696 law repeated this error, but it is no surprise for we know now that two attitudes
prevailed at the time: one which put forward open commerce, the other wishing to protect trade if in
danger. These two ideas of trade rested along some political lines. On the one hand, Whigs rejected
joint-stock companies, advocated a restrictive protectionism and championed English industry and
commerce. They were supported by the city. On the other hand, Tories were backed by the country;
they were either moderate mercantilists or precursors of free trade, like Davenant. Even if the Whig
faction seemed against an extended trade, its most fervent supporters were London merchants who
thought it could best defend them in Parliament.

Economic thought of the late seventeenth century did not look like the economic thought of
the early century. To a bullionist, mercantilism has succeeded a mercantilism which was more
flexible towards imports and less harsh against exporters of precious metals. What had been called
“treasure” for centuries was not the hoarding up of gold and silver anymore, a principle that had been
prevailing for the past fifty years. The new thing was circulation of money. Commerce had attained a
level never reached before. Merchants used to work for trade committees and the information they
provided was of high quality and, as a consequence, merchants took part in the development of a
theory of free trade. Contradictions that could exist in their essays are evidence of the evolution of
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economic thought. Mercantilism, thanks to its two stages (bullionism and commercialism), evolved
quietly into a free-trade theory.
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Introduction

Until 1739, except for some ships to Buenos Aires, all goods shipped to South America were
required to go by way of Panama. An annual fleet called Galeones left Spain for Cartagena and
Portobelo. However, the system was ruined by French and British interlopers in the first decades of
the eighteenth century (only five fleets were sent to the isthmus in 1708, 1721, 1728, 1730, and
1737). For two centuries a fair held at Portobelo was the distribution centre for the Central and South
American areas, but when the War of Jenkins’ Ear broke out in 1739, the moribund system of fleets
and fairs was suspended. Thereafter the viceroyalty of Peru and its capital Lima would be supplied
by a new system of so-called register ships (i.e. unescorted and unscheduled ships). The new system
brought important changes to the trade with Peru. On the one hand trade became regular and grew
significantly; on the other it meant the adoption of the Cape Horn route.

The route rounding Cape Horn had an enormous effect upon the relationship between the
merchants of Cádiz and Lima. Under the old system, the traditional Spanish encomendero (agent)
used to travel in the Galeones to dispose of his principal’s merchandise at Portobelo, where
European goods were exchanged for American silver. The merchants of Lima did likewise: they sent
their silver to the isthmus, and their agents brought the European goods to Lima. By contrast, direct
trade via Cape Horn was to give rise to the consignment trade. Monitoring agents became more
important than ever.

Rather than purely the trade to Peru, in my PhD dissertation, I analyse the social and cultural
implications of trust within the merchant community. In this paper I will discuss the problems posed
by the system of register ships to the foreign firms involved in the trade to Peru. In particular, I will
discuss their situation just before the effective implementation of the comercio libre in 1783.1

The paper is divided into four sections: (I) Main characteristics of foreigners established in
Cádiz; (II) Primary sources; (III) Merchants mentioned in the intercepted mail from Peru; and (IV)
The example of the Basque merchant Juan de Eguino and his transatlantic network.

Foreigners in the Spanish Colonial Trade

The presence of French, Italian, Irish, and British merchants in eighteenth century Cádiz (the
monopoly port of colonial trade until 1778) was remarkable. Theoretically they supplied Spanish
merchants with goods (mainly textiles) that Spain was incapable of producing by itself. Legally that
was all they could do, for the sending of those goods to America was exclusively constrained to
Spaniards. However, historians agree that foreigner merchants made any notion of Spanish
monopoly completely fictitious. Foreigners resorted to Spanish hombres de paja or cover-men.

Foreigners’ supremacy can be seen in the Spanish government’s attempt to establish a general
tax called Unica contribución. In 1753, the 284 members of the Cádiz Consulado (merchant guild)
earned an average of 917 pesos a year, whereas 108 French merchants resident in Cádiz averaged
6,578 pesos, and 44 British/Irish 5,411 pesos. While no Spanish merchant exceeded 6,000 pesos,
some foreigners reached 40,000.2 Even though colonial trade was legally in Spanish hands, profits
visibly indicated otherwise.

1 The comercio libre or free trade opened the doors of colonial trade to several Spanish and American ports. In the case
of Peru it put an end to the monopoly of Cádiz and Lima.

2 J.B. Ruiz, El Consulado de Cádiz. Matrícula de comerciantes 1730-1823 (Cádiz, DPC, 1988), p.72.
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An important characteristic of the foreign merchants resident in Cádiz was their lack of integration in
the local community. Most of them did not find it attractive to apply for Spanish citizenship, partly
because they stayed in Cádiz for a few years, and partly because their nation enjoyed a number of
privileges in Spain. The boundary between Spaniards and foreigners was both noticeable and
unsteady. On the one hand foreigners learnt the Spanish language, and lived with Spaniards in the
same city. On the other hand, their partners, wives, and apprentices were mainly their compatriots.
Furthermore, they met regularly with their nation’s consul to discuss their community’s interests. It
is noteworthy that when a foreigner applied for Spanish citizenship an important feature taken into
consideration was that the applicant was not linked to his compatriots. The naturalization of the
English-born Francisco de Matherry is a good example. In 1776, that is forty three years after his
arrival in Cádiz, he was granted Spanish citizenship because he had demonstrated for many years his
Catholic faith, but also because ‘you had remained separated from the body of your nation and
consul, not attending their meetings, nor contributing to their costs’.3

Did foreigners’ lack of integration affect their trade once the new system of register ships was
adopted? Their first response was to send their own agents to Peru. In fact, the first ships arriving in
Peru in the 1740s were French-owned. But after 1750 foreigners were expelled from the colonies.4

Not surprisingly Allan Christelow stresses that in the 1760s ‘the British, like the French, were
growing very dissatisfied with the “cover-men” who increasingly were being found dishonest and
unreliable’.5 How did the problem of trust affect their trade to Peru?

Sources

The main source for this research is a previously-unstudied cache of confiscated merchant letters
held in the archive of the High Court of Admiralty (Public Record Office). Over four hundred
Spanish ships (merchant ships, privateers, and men-of-war) were captured by the British Navy
during the wars of 1739-48, 1761-63 and 1779-83. When their ships were about to be captured by the
British, Spanish captains used to get rid of the mail by means of protecting political, military, and
commercial information that could be useful to the enemy. Fortunately for the historian, there were
several cases in which the British were able to seize the mail and other papers. Of those, the most
exceptional case was the ship San Francisco Xavier, alias La Perla. It set sail from Callao (Lima’s
seaport) for Cádiz on 12 May 1779, and was captured by two British men-of-war near the Azores
Islands almost five months later, on 9 October. It was then brought to Falmouth. There, when asked
about the mail and the ship’s papers (question sixteen of the interrogation), its captain, José Pérez del
Muente, declared that none of them had been destroyed or thrown overboard.6 Indeed several bags,
1,931 envelopes had been saved from destruction. They contained 2,269 letters, 470 bills of lading,
308 accounts, 87 notarial documents, 54 inventories, 44 bills of exchange, 23 account currents, and
14 textile samples. Furthermore, most of the merchants involved in the trade with Peru were among
the 540 authors and 926 addressees of La Perla. The value of this extremely synchronic source – all
the letters and documents were written between late March and early May 1779 – lies in both its
quality and quantity. To be sure, key concepts like trust, distrust, reputation, or social behaviour
exude from La Perla.

By the 1770s the viceroyalty of Peru was yearly supplied by three or four large ships of more
than 500 tons like La Perla. Their cargoes were extremely rich (up to three million pesos) and were
loaded by many merchants. More importantly, any merchant involved in transatlantic trade could not

3 J.M. Morales Alvarez, Los extranjeros con Carta de Naturaleza en las Indias durante la segunda mitad del siglo XVIII
(Caracas, 1980), p.263.

4 C. Parrón, ‘El nacionalismo emergente y el comercio. La expulsión de extranjeros de América (Perú), 1750-1778’,
Actas del XI Congreso de la AHILA (Liverpool, ULP, 1998).

5 A. Christelow, ‘Great Britain and the Trade from Cadiz and Lisbon to Spanish America and Brazil, 1759-1783’,
Hispanic American Historical Review, 27:1 (1947), p.18.

6 San Francisco Xavier’s papers; PRO, HCA, 32/334/9.
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miss the opportunity to send letters in those ships. Regular communication was so important that
letters were often sent in duplicates via different routes.

Spaniards and Foreigners in La Perla

La Perla shows that merchants relied greatly on relatives, paisanos (country fellows), and
compadres (godfather fellows) to build up their transatlantic networks. The examples of Basques and
montañeses (from modern Cantabria) are very telling. Considering the high risk and uncertainty
involved in the trade to Peru, such affinity among people with the same regional origin and cultural
background is not surprising. The economist Janet Tai Landa’s assertion that ‘identity matters for
traders operating in an environment characterized by contract uncertainty’ is consistent with the trade
to Peru in the 1770s. The consequence of such uncertainty was ‘the importance of trust embedded in
particularistic exchange relations such as kinship or ethnicity in protecting contracts’.7 La Perla
provides a unique opportunity to see how those who did not enjoy such strong ties in Peru managed
to remain involved in the trade.

Among the 540 authors there were 149 merchants resident in Lima. All of them were Spanish.
Among the 926 addressees there were 288 merchants resident in Cádiz, Seville, and Madrid. Of
those, 179 were members of the Cádiz Consulado, 67 were Spanish merchants unrelated to the
Consulado, and 43 were foreigners (37 French firms, 5 Irish, and 1 Genoese). The foreigners were all
from important firms.8 The correspondence shows that foreigners did receive American commodities
and silver through Spanish cover-men. The Lima merchant Domingo de Larrea, for instance, sent
silver to the French company Lecture and Gastambide through his partner in Cádiz. ‘On this
occasion,’ noted Larrea to the French company, ‘I have embarked on Blas Antonio Benito Jimenez’s
account and risk … 5,640 pesos … which go in this way because your name cannot sound, and it is
understood that in reality [they go] on your account and risk.’9 However, the foreigners resorted to
cover-men very cautiously. Indeed a telling difference between Spaniards and foreigners in the
correspondence is that only one foreign company was addressed more than once (there were two
envelopes for the French firm Cayla, Solier, Cabanes, Jugla and Co.), whereas many Spaniards were
to receive several. A few examples: Juan Ignacio de Alcalde would receive ten, Matías de Landaburu
fourteen, Juan Antonio de la Fuente fifteen, and Juan Martín de Aguirre twenty-one. All those letters
involved some sort of commercial transaction.

It is also noteworthy that few merchants were the authors of most of the letters addressed to
the foreign firms. For example, Juan Sabugo, whose sister was married to Louis Feyt (a French
merchant established in Cádiz), represented seven French firms in Lima. The Basque Esteban de
Urrutia, who had been educated in Bayonne, was the agent in Lima of another seven French firms. In
the early 1760s the brothers Antonio and José Matías de Elizalde had been employed by the Irish
merchants resident in Lima, Joseph and Thomas Valois. In 1764 the Valois were expelled from Peru
and the Elizaldes inherited their Irish connections. In 1779 the five Irish addressees of La Perla were
to receive letters from the Elizaldes.

Does it mean that the foreign preponderance had disappeared from the trade to Peru? The
Spanish historian Antonio Bernal suggests that in the second half of the eighteenth century the great
foreign firms established in Cádiz made the most of their profits by lending money and goods to
Spanish merchants.10 However, Bernal himself acknowledges that his hypothesis is unlikely to find
enough empirical confirmation, since foreigners’ names do not appear in the thousands of credit

7 J.T. Landa, Trust, Ethnicity, and Identity. Beyond the New Institutional Economics of Ethnic Trading Networks,
Contract Law, and Gift-Exchange (Ann Arbor, University of Michigan Press, 1994), p.xix.

8 Two years before, in 1777, 32 of the French firms had been listed as maisons de commerce et négociants en gros of
Cádiz; D. Ozanam, ‘La colonie française de Cadix au XVIIIe siécle d'aprés un document inédit (1777)’, Mélanges
de la Casa de Velazquez, 4 (1968), pp.311-24.

9 PRO, HCA, 30/315/5, no. 1564.
10 A.M. Bernal, La financiación de la Carrera de Indias. Dinero y crédito en el comercio colonial español con América

(Sevilla, Fundación El Monte, 1992), pp.450-51.
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contracts held in the Spanish archives. La Perla provides many examples that not only confirm
Bernal’s hypothesis but also shows that the reason why foreigners opted to lend money and goods to
Spaniards instead of trading on their own account was the limited scope of their American networks.
Rather than a legal barrier, they encountered a problem of trust.

The example of Juan de Eguino

The activities of the Spanish-Basque merchant Juan de Eguino make it clear that the French had the
money but the Spaniards had the contacts. In September 1774 Eguino went into a partnership with
his compadre Blas Antonio Benito Jiménez, and three Basque fellows, Domingo de Larrea, Antonio
de Zulaica and José Miguel de Urezberroeta. They put 800,000 pesos capital into the business, a
truly stunning sum.11 Jiménez, Zulaica and Eguino were to stay in Cádiz, and Larrea and
Urezberroeta in Lima. As soon as the company was established, the Cádiz partners sent clothes to
Lima that four years later were still unsold. And to make things worse, the Cádiz partners found out
that their Lima partners were cheating on them. Consequently they decided that one of them should
go to Lima to solve the problem. In April 1779, after 158 days of navigation, Eguino arrived at
Callao onboard the warship Santiago alias La América. From Lima he posted seventeen envelopes to
Spain.

Three main groups can be identified among the addressees. First his relatives, including his
brothers Alfonso and Benito, cousin Francisco Xavier, and wife María Josefa Diton. Second, eight
Spanish merchants established in Cádiz. And third, three French firms. The three groups played key
parts for Eguino, although each of them in a fairly different way.

Except for Alfonso, who was a merchant established in London, his other relatives were not
merchants. However, his wife, María Josefa, would have to work hard recovering debts and
administering their properties in Cádiz. She would also have to make sure that their elder son,
Rufino, avoided gambling and dressed down to appear ‘decent and humble’.12

The second group of addressees were eight experienced Cádiz Consulado merchants. It is
telling that of eight Spanish merchants he wrote to, six were Basque, one a son of a Basque, and the
last one, an Andalusian, was his compadre. Indeed the Basque connection was fundamental for
Eguino. Since 1771 Eguino himself was representative in Cádiz of the Basque economic society, the
Bascongada. The six Basques, Landaburu, Vea Murguia, Aguirre, Lezeta, Zulaica, and Sorozabal,
were old members of the Consulado and distinctive members of the Basque congregation of Cádiz.13

What is remarkable about Eguino’s correspondence is that it shows how his friendship with other
Basque fellows impinged upon his commercial activities. His letters to the Basque merchants were
not just letters of friendship but of gratitude, for all had recommended him to their Lima
correspondents. Eguino was a newcomer who had gone to Lima to solve a problem that would soon
be vox populi. Without recommendations, if anybody was to be trusted, it was not Eguino but his
Lima partners. He desperately needed to make sure that his name was clear of all suspicion.
Therefore to have a wide network of contacts was crucial.

What effect did those recommendations have? The letters of those to whom Eguino had been
recommended were also sent in La Perla. The creole Conde de Sierrabella, one of Landaburu’s main
contacts, reported that Eguino had given him Landaburu’s letter of recommendation ‘and for its
observance I have offered myself to help him with what is within my reach, and I shall be glad that
he resolves and settles the accounts with his friends in peace and tranquillity’.14 Likewise the Basque
Joaquín José de Arrese, one of the heads of the Lima Consulado between 1775-7, reported to Lezeta

11 G. Lohmann, ‘Los comerciantes vascos en el virreinato peruano’, R. Escobedo et al (eds.), Los Vascos y América: El
Comercio Vasco con America en el siglo XVIII (Bilbao, Laida, 1989), p.72.

12 PRO, HCA, 30/314/3, no. 756.
13 For a complete list of members see J. Garmendia, Cádiz, los Vascos y la Carrera de Indias (San Sebastián, Eusko

Ikaskuntza, 1990), pp.167-215.
14 PRO, HCA 30/314/3, no. 1028.
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that ‘be sure I shall do whatever Eguino asks me, as I have already promised him’.15 And so did other
Basque merchants resident in Lima like Jacinto de Segurola and Manuel Ignacio de Erasun.

The relationship with his French addressees was remarkably different. The French were
Eguino and his partners’ creditors. Eguino assured them that it was in his care ‘to watch over its
successful conclusion’.16 As creditors the French were directly involved in Eguino’s good or bad
fortune, but did or could they recommend Eguino to anybody? The only person they contacted was
María Ventura de Guirior, the Viceroy of Peru’s wife, and not directly but through a certain Juan
José Laborda, an old friend of hers. María Ventura herself made it clear that she would help Eguino
as well as his French creditors only because they were Laborda’s correspondents.17 The French firms
had no other connection in Lima.

Conclusion

Merchants did their best to establish trade and trust, but always within shifting political, economic,
and commercial boundaries that were beyond an individual’s control. The limited scope of the
foreign firms’ networks in Lima suggests that by the 1770s their direct participation in the trade to
Peru was also limited. That is not to say that their business was less profitable. In fact, lending
money and goods could be even more profitable than trade itself. For lending money to a known,
reputed, and married merchant resident in Cádiz with a good network in Lima was, by far, less risky
than sending goods on credit to some unknown merchant who was thousands of miles away. Basques
and other Spaniards played their part by providing the networks.

15 PRO, HCA 30/313/1, no. 1578.
16 PRO, HCA 30/312/4, no. 919.
17 PRO, HCA, 30/312/2, no. 1111.
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Endogenizing technological innovation: transatlantic trade and
the generation and diffusion of textile technology in eighteenth

century Lancashire and Yorkshire
Peter Maw, University of Manchester

(petermaw@hotmail.com)
Supervisor: Professor RC Nash

The nature and timing of the technological innovations that underpinned Britain’s industrial
revolution are well understood. There remains, however, no consensus on the causes of technological
change. Two recent developments indicate that the genesis of technological innovation is ripe for
further analysis. First, at a theoretical level, the formulation of endogenous and cumulative growth
models have provided conceptual frameworks for analysing the precise origins of innovation rather
than portraying technological change as exogenous breakthroughs.18 Second, recent archival work
has provided new answers to old questions on the origins of the British industrial revolution; in
particular, there is a renewed interest in the part played by international trade in explaining Britain’s
technological lead in the eighteenth century.19

Since the late 1970s, neoclassical analysis has dominated theoretical approaches to the study
of the industrial revolution.20 These studies have adhered to a supply-determined account of
technological innovation and have portrayed the industrial revolution as a cluster of exogenous
shocks that lifted the economy on to a new development path.21 The fundamental problem with
neoclassical modelling is that by treating technological change as exogenous, it cannot explain the
principal source of long-run growth.22 In the 1990s, ‘New Growth Theory’ arose from attempts to
create economic growth models in which technological change is endogenous. In particular, the
origins of growth are located in the myriad factors that create incentives for R&D.23 Crafts and
others have begun to assess the applicability of ‘NGT’ to our understanding of industrial revolution,
although this debate remains as yet unresolved.24

Dissatisfaction with neoclassical analyses of innovation has also prompted the development of
cumulative accounts of technical change.25 These heterogeneous studies reject the neoclassical
assumption that technological change is exogenous. Instead, cumulative accounts contend that pre-
existing technological structures shape the direction of future technological developments,
emphasising that the search for innovation is selective and driven in precise directions.26 Cumulative
studies of technological innovation bear striking resemblances to traditional accounts from textile
historians, which have strongly emphasised the fundamental continuities in the transition from hand
to mechanized technology.27 Daniels, for example, argues that the famous trio of cotton spinning
inventions were ‘the culmination of a series of endeavours to improve the processes of cotton
manufacture which stretches back to the thirties of the eighteenth century’.28 More recently, Hills

18 For endogenous theories see: Romer, ‘Origins’; Aghion and Howitt, Endogenous; for cumulative accounts see:
Rosenberg, Perspectives; Rosenberg, Inside; Dosi, et al, Technical; Dosi et al, Economics.

19 Smail, Merchants; Inikori, Africans; Morgan, ‘Business’.
20 Crafts and Harley, ‘Output Growth’.
21 Mokyr, Lever; Crafts, ‘Macroinventions’.
22 Crafts ‘Exogenous’, pp.746-747; Aghion and Howitt, Endogenous, pp.22-24.
23 See note 18.
24 Crafts, ‘Exogenous’; Greasley and Oxley, ‘Endogenous’.
25 These studies come under various labels, see Dosi et al, Economics, pp.82-90.
26 See note 18.
27 Daniels, Early, pp.72-165; Wadsworth and Mann, Cotton, pp.97-106, 411-503; Hills, ‘Inventors’ pp.114-126;

Timmins, ‘Technological’, pp.29-62.
28 Daniels, Early, p.72.
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found close connections between hand techniques and the eventual mechanical solutions.29 Both the
incremental nature of mechanical improvement and the direct links between traditional and
modernized technology indicates that cumulative accounts of technological change are more relevant
to a study of the textile industries than recent general studies that portray the key technological
breakthroughs of the industrial revolution as ‘discontinuous leaps from the past’. 30 New technologies
were not ‘manna from heaven’ but were fundamentally rooted in the structure of the eighteenth-
century English economy.31

Recent historical studies of the textile industries have both drawn on and refined the tools of
cumulative accounts of technical change. Von Tunzelmann argues that ‘time saving’ – attempts to
speed up the manufacturing process to save time in production – became the key mechanism guiding
technological change in the cotton industry during the industrial revolution. Britain’s extensive
foreign trade links played a key role in Von Tunzelmann’s account: the orientation of process
technologies towards time-saving was principally ‘a consequence of having to meet expanding
markets’, while merchants were the ‘binding agents [whose] integrative role … was key to the First
Industrial Revolution’.32 Smail’s recent account of the eighteenth-century English woollen industry
posits a strong link between the proliferation of product innovation after 1750 and the more
prominent process innovations that took root in the late eighteenth century. The key element in
Smail’s analysis is the interplay between consumers, merchants and production in Britain’s overseas
trade: the quality of demand in foreign markets for specific products, of particular prices, to be
supplied on a tight deadline, acted to focus entrepreneurial energy on production.33

My paper refines recent work on the interface of markets and production at the onset of
mechanization based on a study of Lancashire and Yorkshire’s textile exports to the USA in the
eighteenth century. First, I argue that increasing demand – as well as cost-reductions in England –
stimulated the rapid increase in textile exports from 1750-1800. Second, I contend that strengthening
intra- and inter-firm connections between marketing and manufacture created the context for
technological change in Yorkshire and Lancashire in the late eighteenth century.

II

A valuable test of the relationship between increasing demand, revolutionized supply and British
textile exports to the USA can be attempted through an examination of American merchants’ papers,
a hitherto under-utilized resource for this period. If exports were driven mainly by supply shifts one
might expect England’s exports to be characterized by speculative consignments of undifferentiated
products – the imperatives of the factory system. If demand were crucial, we would expect trade to
be instigated by foreign merchants ordering a broad range of goods – the imperatives of the
American ‘consumer revolution’.34 My analysis of a large number of US merchants’ records
indicates that American merchants initiated the bulk of transactions from 1750-1805 by sending
direct orders for fixed quantities of goods. In the early nineteenth century, on the other hand, the
pattern of trade changed. Speculative consignments to the US did become the key method of
organizing exports, as the cost-reducing effects of mechanization in England overshadowed the
growth of demand in America.35 Thus, although the long-run trend was for exports to be primarily
supply-driven, US demand played an important role in stimulating the sharp increases of textile
exports before c.1800.

29 Hills, ‘Inventors’, p114-122.
30 Mokyr, Industrial, pp.19-22.
31 Landes, ‘Accident’; Smail, Merchants; Inikori, Africans.
32 Von Tunzelmann, Industrial, pp.14-16; 114-134; 390-393, 400-403; Von Tunzelmann, ‘Time’; Von Tunzelmann,

‘Technology’.
33 Smail, Merchants; see also Morgan, ‘Business’.
34 On the ‘consumer revolution’ see, Breen, Marketplace, xv.
35 Maw, Thesis.
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In individual years demand could run well ahead of supply.  In July 1774, for example, R. &
N. Hyde, Manchester’s leading exporter of cottons to colonial America, could not supply all the
goods ordered by Boston merchants:

The demand for all kinds of goods to different parts of the world is so great that upwards of one
third of the orders cannot be completed this season we never knew the demand as it has been this
year, goods are not to be had at any price.36

In the upturn of trade at the close of the American War of Independence (1776-1783), Thomas Smith
of Manchester also considered demand for fustians to have exceeded supply:

The very heavy demand this spring for them to your country which has increased the price of
labour excessively, but assure you they are on as good terms as any house can furnish.37

This evidence of the importance of demand factors until c.1800 squares with recent research on
Britain’s customs’ accounts, which shows that the prices of Britain’s exports remained on a rising
trend at the turn of the nineteenth century.38

III

The strengthening of connections between US markets and textile production in Lancashire and
Yorkshire provided the conduits by which increasing American demand was transmitted to
producers. The types of links that eighteenth-century British export firms maintained with the
production process are outlined in figure 1. In c.1700, general commission merchants (Type E) in
London handled the bulk of exports to America, supplying their colonial clients with a diverse range
of foreign and British manufactured goods. After 1750, northern firms began to challenge London
firms in the export of cotton and woollen goods to America and by c.1776, several Leeds,
Manchester and Halifax firms (Types A and B) had established a niche in American trade. After
1783, Lancashire and Yorkshire firms took the lead in supplying textiles to America.39 The northern
export firms (A, B, C) maintained far more direct connections with both the market and production
than London merchants who had dominated the trade to colonial America (E, F). They established
direct links with America by sending out travellers to seek orders and improve the flow of market
information. These northern English migrants created a series of Yorkshire and Lancashire
mercantile colonies along the USA’s eastern seaboard that controlled the transatlantic textile trades
until the third decade of the nineteenth century. The export firms of northern England also
established a series of flexible connections with textile production. There were three major
connections between northern mercantile firms and the modernizing textile industries, comprised in
export firms’ links to factory production, to finishing, and to purchasing. To provide a structure for
the discussion, the principal locations of technological innovation before c.1800 are indicated in
figure 2.

36 BL, Samuel Abbot Papers, 20th July 1774, R. & N. Hyde to Samuel Abbot & Co.
37 BL, J. & T. Amory, Invoice Book, 1783-1786; 18th March 1784, Thomas Smith to J. & T. Amory; see also PP 1800,

evidence of Jeremiah Naylor.
38 Cuenca-Esteban, ‘Rising’, pp.900-901.
39 This paragraph is based on research undertaken for my forthcoming thesis, which also includes a detailed explanation

of why Yorkshire and Lancashire firms came to dominate the export trade.
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Figure 1: Taxonomy of British textile exporters to the USA in the eighteenth century

Types Key
Locations

Key
Periods

Type A firms (merchant-finishers): purchased unfinished
textiles, performing only the finishing stage of production.

Leeds 1760-1815

Type B firms (merchant-manufacturers): manufactured and
exported a specific category of textiles and also acted as
general merchants, purchasing and finishing different products
from within the same industry.

Manchester;
Halifax;
Leeds

1760-1815

Type C firms (manufacturer-exporters): exported only goods
directly manufactured by the firm; did not purchase goods from
other manufacturers.

Manchester;
Country
manufacturers

1800-1830

Type D firms (manufacturer-warehousers): provincial
manufacturers who established warehouses in London to
market their own manufactures.

London 1760-1815

Type E firms (commission merchants): exported all varieties of
English and foreign manufactured goods, purchasing finished
goods from a diverse range of suppliers, charging a 2.5%
commission on sales abroad.

London 1700-1790

Type F firms (warehouse-exporters): London warehousemen
who built up large inventories of a single branch of textiles,
usually with an emphasis on the products of a particular foreign
country (German/Irish linens; Indian cottons) or English
provincial region (West Country, East Anglia, North
Midlands).

London 1760-1815

Source: Maw, Thesis

The first and most direct connection was in factory production. In the cotton industry, the leading
exporters to the USA took the lead in adopting mechanized spinning. Chapman has traced the
leading investors in cotton mills before c.1795. Of the ten largest investors, three firms (providing as
much as 48 per cent of investment) were large-scale exporters to the US, and at least two others were
engaged in supplying European markets. The Peels, who maintained extensive export links with the
US, were the largest investors in spinning technology in the eighteenth century, constructing 21
Arkwright-type mills (C2, see fig. 2).40 Likewise, Samuel Greg & Co., successor to R. & N. Hyde,
the leading exporter of cottons to colonial America, also invested heavily in water frames (C2) and
mules (C3).41 In the woollen industry, the established merchant-finishers of Leeds, who were
engaged in direct trade to America from an early date, built the first generation of factories in the
1790s (W1). There was also a close connection between the private mill owners of Leeds’ satellite
villages and the establishment of early trade links to America. The largest private mill firms (W2) of
Leeds’ satellite villages – the Walkers, the Thompsons, and the Crowthers – became leading lights of
New York commerce in the nineteenth century.42 Thus, there were direct connections between the
leading export firms and the adoption of the key prepatory and spinning machines in the late
eighteenth century.

40 Chapman, ‘Fixed’.
41 For further examples of merchants investing in spinning technology see Chapman, Merchant.
42 Heaton, ‘Yorkshire’.
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The second key link from American trade to textile production is found in the web of
connections between exporting firms and cloth finishing. A marked feature of the second half of the
eighteenth century was the rapid improvement of finishing in the north of England. In this period, for
example, Lancashire took the lead in calico printing, capturing a trade that, as Philadelphia merchant
S.R. Fisher noted, ‘used to be carried on near London’.43 The rapidly growing export trade in cotton
prints came under the control of large Type C firms who combined mechanized spinning, handloom
weaving and technologically innovative printing shops (C 2-3; 4). The more numerous Type B
exporters – who handled the trades in fustians, checks, cotton-silks/linens and muslins – also directly
employed, or maintained close links with, specialist finishers, printers, fustian-cutters and
calenderers (C4). In Yorkshire, all exporters (A and B) had facilities for cloth dressing, employing
men and machinery in shops joined to their warehouses.44 For other finishing processes the
merchants contracted specialized firms, such as dyers, friezers and printers. The Lancashire and
Yorkshire exporters transmitted the precise demands of the market to specialist finishing firms (C4,
W5). The Holroyds, a firm of dyers in Leeds, for example, performed a range of finishing tasks for
export firms throughout Yorkshire, who placed large, highly specific orders on short lead times.45

Figure 2: Locations of new technologies in the Lancashire and Yorkshire textile industry in the late
eighteenth century

Classification Technology Power Key Locations
Cotton Industry

C1 Spinning
workshops

Spinning Jenny;
Mule; Carding engine

Hand;
Horse

Oldham; Bolton; Stockport

C2 Arkwright-type
spinning mills

Water Frame; Carding
engine

Water River sites in Lancashire,
Yorkshire, Derbyshire,
Cheshire and Staffordshire

C3 ‘Mule’ factories Mule, Carding engine Steam Manchester
C4 Print works /

Finishing shops
Roller printing;
Drying machines,
Dash wheels

Hand;
Water

Manchester; Blackburn;
Preston

Woollen Industry

W1 Woollen factories Prepatory engines;
Jenny; Fulling; Gig
mill, Shearing frame

Water;
Steam;
Hand

Leeds, Halifax;
Huddersfield

W2 Private mills Prepatory engines;
Jenny; Fulling; Gig
mill; Shearing frame

Water;
Steam;
Hand

Villages surrounding Leeds;
Huddersfield; Halifax and
Rochdale

W3 Public mills Prepatory engines;
Fulling

Water;
Steam

Manufacturing villages

W4 Worsted spinning
factories

Water Frame Water Bradford; Halifax and
hinterlands

W5 Finishing shops Gig mill; Shearing
frame; sundry
finishing machinery

Water Leeds, Huddersfield;
Halifax

Source: cottons - Chapman, ‘Fixed’ pp.17-27; Daniels, Early, pp.72-91, 113-148; Wadsworth and Mann, Cotton Trade,
pp.411-503; woollens - Heaton, Yorkshire, pp.332-358; Crump Leeds, pp.15-51; Hudson, Genesis, pp. 36; 40-48 Jenkins,
Fixed, pp.15-17; 110-121.

43 WL, S.R. Fisher Diary 1783-4.
44 Wilson, Gentlemen, pp. 72-74; Smail, Merchants, pp.137-141.
45 WYAS-L, Holroyd Letter Book H3; Smail, Merchants.
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The third key connection forged by north of England exporters with regional industry was in
purchasing. The leading exporters in Lancashire and Yorkshire were principally Type A or Type B
and thus extensively engaged in purchasing goods from small-scale firms. In the late eighteenth
century, the merchant firms adopted new purchasing strategies to tap the wealth of goods produced
in the northern textile regions. The most significant was the systematic circumvention of traditional
cloth markets and the development of more immediate links with manufacturers.46

Direct and valuable evidence of the importance of inter-firm connections between marketing
and production change arises from Yorkshire’s public mills (W3), the most important location of
machinery in the woollen industry.47 The evidence derives from the records of the Ossett Mill
Company built by the private subscriptions of domestic clothiers. In 1785, the trustees offered the
following justification for why the mill was erected:

For the present increasing Demands of the Trade … render the Clothmaker liable to Infinite
Grievances and Oppression, by obliging him very often to sell his cloths unmilled, at an under-
price, in order to get returns for the Employm[en]t & Support of his Family, & frequently to
disap[poin]t his Merchant, from whom he Received Orders, unless to get his Cloths milled in Time
he consent to give some extraordinary Premium of reward.48

Three factors in the history of public mills (W3) require emphasis. First, the growth of demand for
woollen goods had outstripped productive capacity. Second, merchants giving out direct orders had
communicated the growing demands of the market to these producers. Third, ‘time saving’ pressures
were of primary concern to the clothiers seeking to build the new mill. The particular bottleneck
referred to was in the fulling process but when the mill was constructed it also housed the full range
of prepatory machinery, a typical development of this period. New mills were not simply
reproductions of existing mills but constructed on a larger scale and frequently adapting steam
engines to drive the stocks.49

For other locations of technology, we cannot call upon direct evidence of this type. What is
available is evidence of a similar build-up of incentives that emerged from this new and more direct
relationship between the merchants and manufacturers. Good examples are contained in the letters
sent by Horner & Turner, a Leeds merchant firm, to J. Taylor & Sons, woollen manufacturers of
Rochdale.50 Every order sent by the Leeds firm demanded a varied assortment of goods, of various
sizes and prices, all of which were required as quickly as possible. This is highlighted in the
following extract from a letter sent by the Leeds firm in July 1790:

Please send us the soonest that may be possible 1 ps of your Bocking bays milled up stout as usual
and 1 piece of the same sort milled up so as to be about 52 or 53 inches and of a proportionate
Length and price … you will oblige us by your quick despatch and also by giving us a line by
return without fail saying when we may depend on the above Goods being at Leeds.51

On the 30th June, Horner and Turner wrote an additional letter, which further emphasises the time
pressures inherent in the export trade:

We hope too that we can have them here sooner than next Friday the 6th Instant, at least the
greater part otherwise we shall scarce be able to get them ready in time for the ship.52

46 PP 1806; Smail, Merchants, pp.119-125; Edwards, Cotton Trade, pp.168-176; Chapman, Merchant, pp.76-77.
47 Jenkins, Fixed, pp.5-17.
48 Goodchild, ‘Ossett’, pp.47-8, emphasis added.
49 Goodchild, ‘Osset’, p.51, Jenkins, Fixed, pp.6-17.
50 NA, Horner & Turner Letter Book, 1790.
51 Ibid. 19th July 1790, original underline.
52 Ibid, 30th July 1790.
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The pressures of time are equally evident in the cotton trade. A series of letters from John Philips &
Co. of Manchester (a leading exporter to the US) to Samuel Oldknow a Stockport muslin
manufacturer in the early 1790s provides a clear indication of the pressures of direct orders. Typical
orders were appended with phrases such as: ‘tomorrow if possible’; ‘as soon as possible’, ‘it will not
do to wait’.53 The scarcity of time arose from the pressures of supplying overseas orders. As Philips
indicated to Oldknow in January 1793 (the spring shipping season), one piece of cloth could delay an
entire shipment: ‘as our other goods for same mark are all upon the Table [they] cannot be pack’d till
we receive yours’.54

In sum, exporters in Lancashire and Yorkshire created three crucial links with the production
process. First, exporters led the way in introducing the most progressive new technologies and
sources of power (C2, C3, W1). Second, export firms directly engaged in finishing and developed
close links with finishing firms (C4, W5). Third, the exporters cultivated immediate links with small-
scale firms, the most notable locations of ingenuity in the late eighteenth century (C1, W2-4).

IV

In recent years dissatisfaction with neoclassical modelling has led to attempts to apply endogenous
growth analysis to the study of the industrial revolution.55 This paper has suggested that further
research into technological change could fruitfully take another direction – into the business archives
of innovating firms. The pieces of the puzzle of the debate on supply, demand and industrial
revolution fall into place when considered at the level of the firm, an approach consistent with
cumulative accounts of technological innovation. My research emphasises that US demand played an
important role in promoting export growth until c.1800, a fact that casts doubt on McCloskey’s
widely-quoted assertion that ‘trade was the child of industry’.56 The demands of overseas trade, as
communicated by merchants to industry, played a key role in determining modes of production in the
modernizing textile regions: increases in the quantity of demand in the US promoted attempts to
speed up throughput in key sectors of the production process (preparation, spinning, fulling,
finishing), and improvements in the quality of American demand – orders for assortments of
differentiated goods, to be supplied at highly specific time periods – compelled exporters to establish
more direct entrepreneurial control over the production process, particularly in factory spinning,
cloth finishing and inter-firm purchasing. It is in the growth of American demand, the northern
merchants’ domination of the export trade, and the creation of responsive links from the market to
production, that we find the accumulation of incentives for Yorkshire and Lancashire firms to
innovate.

Manuscripts
UK:

J. & J. Holroyd Letter Book, 1783-1830, H1 (West Yorkshire Archive Service, Leeds).
Horner & Turner Letter Book, 1790, C108/312 (National Archives, London).
Samuel Oldknow Papers, SO/1 (John Rylands Library, Manchester).

USA:

Samuel Abbot Papers (Baker Library, Harvard Business School).
J. & T. Amory, Invoice Book, 1783-1786 (Baker Library).
S. R. Fisher Diary, 1783-4, (Winterthur Library, DE.).

Parliamentary Papers

Minutes of Evidence Relating to Wool (1800).

53 JRL, SO 1/2/248-255, letters from John Philips & Co. to Samuel Oldknow.
54 Ibid. 11th January 1793.
55 Crafts, ‘Exogenous’; Greasley and Oxley, ‘Endogenous’.
56 McCloskey and Thomas, ‘Overseas’, p.110.



New Researchers - Session I / A

16

Report from the Select Committee appointed to consider the state of the Woollen Manufacture in
England (1806).

Secondary Literature

Aghion, P. and Howitt, P. Endogenous Growth Theory (1998).
Breen, T.H. The Marketplace of Revolution: How Consumer Politics Shaped American

Independence (2004).
Chapman, S.D. ‘Fixed Capital Formation in the British Cotton Industry, 1770-1815’, Economic

History Review, 23 (1970).
Chapman, S.D. Merchant Enterprise in Britain: from the Industrial Revolution to World War I

(1992).
Crafts, N.F.R. ‘Exogenous or Endogenous Growth? The Industrial Revolution Reconsidered’,

Journal of Economic History, 55 (1995).
Crafts, N.F.R. ‘Macroinventions, economic growth and ‘industrial revolution’ in Britain and France’,

Economic History Review, 48 (1995).
Crafts, N.F.R. and Harley, C.K., ‘Output Growth and the British Industrial Revolution: A
Restatement of the Crafts-Harley View’, Economic History Review, 45 (1992).
Crump, W. B. (ed.) The Leeds Woollen Industry, 1780-1820, Thoresby Society, 32 (1931).
Cuenca Esteban, J. ‘The Rising Share of British Industrial exports in industrial output, 1700-1851’,

Journal of Economic History, 57 (1997).
Daniels, G.W. The Early English Cotton Industry (1920).
Dosi, G., Freeman, C. Nelson, R., Silverburg, G. and Soete L. (Eds.) Technical Change and

Economic Theory (1988).
Dosi, G., Pavitt, K. and Soete, L. The Economics of Technical Change and International Trade

(1990).
Edwards, M. M. The Growth of the British Cotton Trade, 1780-1815 (1967).
Goodchild, J. ‘The Ossett Mill Company’ in Textile History, I, 1 (1968).
Greasley, D. and Oxley, L. ‘Endogenous Growth or Big Bang: Two Views of the First Industrial

Revolution’, Journal of Economic History, 57 (1997).
Heaton, H. ‘Yorkshire Cloth Traders in the United States, 1770-1840’, Thoresby Society, 37 (1941)
Heaton, H. The Yorkshire Woollen and Worsted Industries from Earliest Times up to the Industrial

Revolution (1920).
Hudson, P. The Genesis of Industrial Capital: A Study of the West Riding Wool Textile Industry

(1986).
Inikori, J.E. Africans and the Industrial Revolution: A Study of International Trade and Economic

Development (2002).
Jenkins, D.T. The West Riding Wool Textile Industry 1770- 1835: A Study of Fixed Capital

Formation (1975).
Landes, D.S. ‘What room for accident in history? Explaining big changes by small events’,

Economic History Review, 47 (1994).
Maw, P. ‘An Inseparable Union of Interests: Transatlantic trade and industrialization in Lancashire

and Yorkshire, 1783-1826’, University of Manchester PhD Thesis (forthcoming 2005).
McCloskey D. and Thomas, R.P. ‘Overseas Trade and Empire 1700-1860’ in R. Floud and D.

McCloskey (Eds) The Economic History of Britain since 1700, Vol. 1 (1st Edition 1981).
Mokyr, J. The British Industrial Revolution: An Economic Perspective (2nd Edition 1999).
Mokyr, J. The Lever of Riches: Technical Creativity and Economic Progress (1990).
Morgan, K. ‘Business Networks in the British export trade to North America, 1750-1800’ in

McCusker, J.J. and Morgan, K. (Ed.) The Early Modern Atlantic Economy (2000).
Romer, P.M. ‘the Origins of Endogenous Growth’, Journal of Economic Perspectives, 8 (1994).
Rosenberg, N. Inside the Black Box: Technology and Economics (1982).
Rosenberg, N. Perspectives on Technology (1976).



New Researchers - Session I / A

17

Smail, J. Merchants, Markets and Manufacture: The English Wool Textile Industry in the Eighteenth
Century (1999).

Timmins, G. ‘Technological Change’ in M.B. Rose (Ed.) The Lancashire Cotton Industry since 1700
(1996).

Von Tunzelmann, G.N. ‘Technology in the Early Nineteenth Century’ in. R. Floud and D.
McCloskey (Eds.) The Economic History of Britain since 1700: Vol. 1 (2nd Edition 1994).

Von Tunzelmann, G.N. ‘Time-saving Technical Change in the Cotton Industry in the English
Industrial Revolution’ Explorations in Economic History, 32 (1995).

Von Tunzelmann, G.N. Technology and Industrial Progress: The Foundations of Economic Growth
(1995).

Wilson, R.G. ‘The Supremacy of the Yorkshire Cloth Industry’, N. Harte and K. Ponting (Eds.)
Textile History and Economic History (1973).

Wilson, R.G. Gentlemen Merchants: The Merchant Community of Leeds 1800-1830 (1971).



New Researchers - Session I / A

18

Formal contracts and the art of negotiation in eighteenth
century maritime West Asia

Gagan DS Sood, Yale University
(gagan.sood@yale.edu)

Supervisor: Professor Keith Wrightson

While at Surat in the latter half of 1758, Anquetil Duperron, the celebrated French orientalist and an
example of that rare breed, a sympathetic and knowledgeable observer, witnessed the manner in
which the English East India Company sold its goods to the merchants of the town. In his words:

The formal agreement takes place in the morning in the large room of the English factory. The
prices have been discussed and agreed beforehand between the broker and the merchants. It is
known that these deals, which often involve millions, are conducted very calmly and in complete
good faith between people whom we call barbarians. The broker states the price without lengthy
preliminaries. The purchaser responds by putting his hand inside that of the broker’s under a
shawl or some other cover. He indicates by the number of bent or extended fingers how much
below the asking price he is prepared to pay and sometimes the deal is concluded without any
word being said. In order to confirm the deal, they hold hands a second time, and it is concluded
by a gift presented to the purchaser by the seller in proportion to the transaction and the status of
the contracting parties. It has never been the case that an agreement made in this manner has not
been kept. After the private agreements, the merchants of the town gather at the [English] factory,
if they are to deal with the [English] Chief, or at the factory of the [relevant] European nation.

We entered the room of the English factory at 10 o’clock in the morning. It was full of
people sitting on carpets. They were placed according to their rank, which is to say their wealth.
We saw there Hindus, Parsis, Armenians, Muslims, Sidis, Mughals and Arabs. The last, who
occupy the highest station, had seats placed to the right and left of the seats that were waiting for
us. This assembly, marked by a welter of different colours and attire, was engaged in smoking
hookah, for the Muslims, and chewing betel (with the exception of the Parsis), for the rest.

When the session started, Jagrenat [Jagannath Laldas], the English broker, announced the
sale and presented the list of goods. Even several specimens were shown for the form. Each of the
merchants once more stated the amount they had purchased to Mr. Spence under a cloth. The gifts
were then distributed. They consisted of shawls, pieces of muslin and packets of betel. The
hookah coals were once again lit following the ceremony in which rose water was sprinkled and
refreshments, that is to say small cups of coffee served boiling and without sugar, were given to
the Arabs several times. After this, everyone departed.57

This account captures and animates the issues that lie at the heart of this paper. In what follows, we
shall describe and analyse negotiations, and the verbal and written contracts that resulted, in the
trading realm of eighteenth-century maritime West Asia, a region ringed by East Africa, the Arabian
Peninsula, Mesopotamia, Iran and South Asia. To the best of my knowledge, this has not previously
been attempted for any period before the start of the consolidation of British rule in India at the end
of the century. The findings presented here are based on both indigenous and European sources that
detail the activities of Parsi, Armenian, Gujarati, British, French and Portuguese merchants who were
resident at Mocha, Basra, Surat, Bombay, Goa and Ile de France.

IOR - India Office Records, London.
MSA - Maharashtra State Archives, Bombay.
PRO - Public Record Office, Kew.
XCHR - Xavier Centre of Historical Research, Goa
57 Abraham Hyacinthe Anquetil Duperron, Voyage en Inde 1754-1762: Relation de voyage en préliminaire a la

traduction du Zend-Avesta (Paris, 1997) p.360
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I

Merchants in eighteenth-century maritime West Asia participated in negotiations that could be direct
or indirect, continuous or staggered in time, and take place in one or more locations. The most basic
logistical issues that needed to be overcome concerned the venue, schedule and chronology, the
language of mediation, the number and type of participants, and the employment and use of
intermediaries. All these are common to commercial negotiations in long-distance, cross-cultural
trade throughout history. Aside from the matter of intermediaries, the manner in which these issues
were resolved in most pre-modern contexts exhibits many universal characteristics, and for this
reason will not be discussed in this paper. It is important to stress, however, the decisions were
seldom neutral in their effect on the parties. At a minimum, they signified and reinforced the relative
status of the merchants, having an undoubted influence on the course and outcome of the negotiation.
In exceptional cases, the choices were consciously made to intimidate the other party.58

The use of intermediaries, whether as brokers or agents, is one of the most quintessential
features of pre-modern, long-distance trade. However, their composition and status in a port, their
relationship to their principals, their function – these aspects were highly specific to any given region
and period. Eighteenth-century maritime West Asia is no exception in this regard. Each significant
commercial port possessed several identifiable groups of intermediaries. They were invaluable to
merchants because they knew the mercantile lingua franca and other local languages, they were
familiar with the regulations and customs governing trade, as well as the important officials, and they
had access to the most up-to-date commercial intelligence. In Bombay by the 1760s, for example, it
was common practice for merchants, foreign and local, to employ a Parsi broker in order to locate a
partner, buyer or seller from the British community of traders and ship-owners.59

In general, brokers were permanent residents of a locality with an expertise in a specific sector
of trade. They belonged to one of several communities or associations that were officially recognized
by the local authorities, and were subject to its regulations, laws and customs. It was common for a
broker to be in the employment of several merchants at any one time. The manner in which they
were commissioned, according to a dozen prominent Parsi, Gujarati and British merchants
questioned in the 1770s, was always verbal and only done in private.60 To do otherwise would be
“rather incredible and totally contrary to the practice of merchants, who would surely never give a
commission to a broker in a publick manner in the presence and hearing of others which might be the
means of frustrating the intentions of the merchant”.61 On being commissioned, the employer was
held personally responsible for the execution of the agreed terms and the value of the transaction by
the merchant with whom his broker had negotiated the deal.62 In order to reduce the chance of
disputes over whether or not the broker had carried out his employer’s instructions to the letter, care
was taken to specify the contents and limits of the commission granted. Any ambiguity or
misinterpretation could lead to the employer’s refusal to honour his broker’s agreement or pay
compensation.63

Though agents carried out many of the same functions as brokers, the nature of their
relationship with their principals differed greatly: they tended to be in their employment for longer
periods, they were physically more mobile, and they were granted greater freedom to use their
personal initiative. Many of these distinguishing characteristics stemmed as a matter of practical
necessity from the large distances that normally separated them from their principals. At Bombay,
Goa and Ile de France, the principal settlements under British, Portuguese and French administration
in the region, the procedures by which power of attorney was granted to an agent were mutually

58 MSA/Misc/HCR/MRC/027 pp. 53-54, IOR/P/341/033 pp.556-559, 560-561, 639-640.
59 MSA/Misc/HCR/MRC/029 pp.575-576.
60 MSA/Misc/HCR/MRC/045 pp.1412-1421.
61 MSA/Misc/HCR/MRC/045 p.1410.
62 MSA/Misc/HCR/MRC/045 pp.1412-1421.
63 MSA/Misc/HCR/MRC/045 pp.1401-1404.
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intelligible, if not identical. This resulted from long and continuous intercourse, as well as a common
legal and commercial heritage rooted ultimately in Roman Civil Law.64 Though power of attorney
granted in private was deemed, in principle, equal in legal status to a notarized document in these
European settlements, given the large risks inherent in this type of mediation, it is not surprising that,
for greater security, many merchants insisted upon some form of public legitimization. This usually
involved an exchange of written documents in which an agent’s relationship with his principal was
formally stated. The contracts would then be witnessed, signed and notarized.65

The great majority of agreements that established a formal relationship between a principal
and his agent did not fall within the purview of the various European authorities. This was certainly
the case for merchants who conducted their business in association with members of their own
family and community. A good example of this is the Armenians, influential groups who were to be
found in almost every major port in Asia up to the middle of the eighteenth century. By this time,
they had a well-developed framework for regulating relations between principals and their agents.
According to a lawyer who investigated their activities in 1750:

… it is usual for persons in the East Indies especially such as are of the Armenian Nation and who
for their several situations or residences cannot themselves directly engage in trade and commerce
to remit money to others of their own nation residing at places of trade to be by such persons
employed at their own discretion upon the following terms vizt. all profit arising from the
employment of the money is divided into thirds of which the owner of the money has two thirds
and the person who managed it in trade has one third in satisfaction for his skill, care and trouble
therein. But if any loss or accident happens the same is entirely born by the owner of the money
and no part of it by the agent or factors who is thus employed as before stated.66

The evidence suggests that Armenian agents were formally appointed on receipt of a letter signed by
his principal, in which the terms of their relationship were stated. Where this concerned the
consignment of freight, the letter would detail the items entrusted to him, instructions regarding their
management and the degree of authority vested in him.67

II

The evidence suggests that the range of strategies that were open to merchants was, in practice, a
function chiefly of their relative status and their personal relationship. The principal determinant of
the strategies actually adopted was the degree of trust that held between them.

Where personal trust was insufficient or lacking between the negotiating parties, there was
recourse to strategies that helped bridge the intrinsic information differential between them.
Common examples were the examination of goods prior to the sale68 and independent verification of
claims made during the discussions.69 However, a certain class of negotiating strategies, adopted
because of a prior lack of trust, could serve to undermine further the trust between merchants. This
included secrecy, a widespread phenomenon in western India in the third quarter of the eighteenth
century where commissions were “transacted with secresy and so cautious was the broker in this
respect that he would not disclose the purchaser’s name until the bargain was concluded”.70 Even
more detrimental to trust was the practice of initiating a negotiation for the sale of goods on the false
premise that this was being conducted exclusively between the parties involved. This often resulted
in an agreement being subsequently nullified unilaterally by the vendor, even though the buyer had

64 XCHR/MHR/Legal Records (1789-04-18).
65 XCHR/MHR/Legal Records (1786-11-23), XCHR/MHR/Legal Records(1787-02-14), XCHR/MHR/Other Documents

(1791-09-15).
66 IOR/L/L/7/34.
67 PRO/HCA/42/025 (St. Catharina).
68 MSA/Misc/HCR/MRC/035 pp.1122.
69 MSA/Misc/HCR/MRC/045 p.1392.
70 MSA/Misc/HCR/MRC/045 p.1410.
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negotiated in good faith.71 Given that a merchant’s reputation was one of the most valued assets that
he could possess, it is reasonable to assume this strategy would have had limited currency.

The relative status of the participants had a significant bearing on the range of strategies open
to them. A merchant’s status had both a private and public aspect. The latter derived from his social
and political position in the port and within his community. More private in character were attributes
such as his age, experience, knowledge, wealth and reputation. These all determined a merchant’s
access to power and influence, and thus gave him greater freedom to choose the strategy that would
ensure the desired outcome. Examples included the ability to impose his choice of language and
venue on the negotiation, to demand, request or purchase the patronage of local officials as
additional leverage,72 and even the use of intimidation or even brute force, usually with impunity.73

Similarly, the personal relationship between merchants was also of crucial importance in
determining the possible strategies open to either party. Most importantly, their relationship defined
the level of trust that could be established between them over the course of the negotiation and the
lifetime of the transaction. In this regard, it mattered greatly whether the merchants involved in the
negotiation were strangers, friends or associates, and whether or not they originated from the same
families, communities, religions or nationalities. In extreme cases, this could require an individual to
act for the general benefit of his community even though he believed it might be to his personal
detriment.74

III

Though ritual was intrinsic to every stage of every negotiation, it manifested itself most openly at its
conclusion. One of the simplest and most widespread was the humble handshake.75 Ritual came into
play when, at the end of the financial period, trading season or commercial venture, accounts were
settled between merchants by the clerk being asked to “strike the balance”.76 Other instances of
ritualistic behaviour included the act of signing a written contract, the exchange of gifts and the offer
of refreshments.

The settings in which these rituals took place often had a theatrical quality. To persist with the
analogy, the audience present at the formal conclusion of the agreement were the witnesses, who
could be friends, other merchants or officials. The actors in this theatrical dénouement embraced the
negotiators and their intermediaries, to whose number were now added notaries, judges, leaders of
the mercantile communities or members of the ruling elite. The presence of the witnesses and actors
transformed the negotiation from a purely private affair into a public spectacle; the enlarged troupe
gave rise to the possibility of a veritable son et lumière. It was with just such an example that we
began this paper.77

The prosecution of these rituals had consequences that were always eminently practical, and
often moral and spiritual as well. There is little doubt they served as an explicit reminder to the
parties that fidelity to the agreement was a moral duty that had been registered by a higher being.
Spiritual and existential considerations were reinforced by the secular consequences. The most
immediate was the transformation of the agreement into a public undertaking. This made it subject to
enforcement by the laws, customs and institutions of their community and the authorities. A
merchant’s public reputation and credit were now intertwined with the fate of the transaction defined
by the contract. As these were among the most coveted and valuable assets that a merchant could
possess, the implicit threat to them was usually sufficient to ensure fidelity to an agreement.

71 MSA/Misc/HCR/MRC/052 pp.173-190.
72 MSA/Misc/HCR/MRC/031 pp.155-156.
73 MSA/Misc/HCR/MRC/027 pp.53-54, IOR/P/341/033 pp.556-559, 560-561, 639-640.
74 PRO/HCA/42/025(St. Catharina) pp.77, 79, 82.
75 MSA/Misc/HCR/MRC/052 p.174.
76 IOR/P/341/033 p.557.
77 Abraham Hyacinthe Anquetil Duperron, Voyage en Inde 1754-1762: Relation de voyage en préliminaire a la

traduction du Zend-Avesta (Paris, 1997) p.360.
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Witnesses were particularly important in the formalization of verbal contracts. They served a
dual purpose: they were a repository of the details of the agreement between the negotiators, to be
referred to in case of uncertainty or dispute, and they were a mechanism by which the agreement was
made public.78 It is very difficult to ascertain in detail other aspects of the ways in which verbal
contracts were created. All I have been able to unearth thus far is an intriguing and frustratingly
opaque remark made by a prominent and experienced Muslim merchant in Surat in 1773 in which he
asserted that a verbal contract was not binding until each party had received an “earnest” from the
others.79

In contrast, much more can be said with confidence about the process by which written
contracts were created. Being a written document, the text needed to be set down on a material base.
In maritime West Asia, this was generally paper, though the use of palm leaves was common in
certain states in southern India. If available, the terms of the agreement would be written down or
scratched out by a clerk. Once all sides had understood and agreed to these terms – translations
would be made where necessary – it would be signed by the parties, often, though not always, in the
presence of witnesses and officials.80 In their absence, greater stress was laid on the authorship of the
written document and the signatures appended.81

It was common practice to draw up several copies of a written contract at the conclusion of a
negotiation. At the minimum, their number was equal to the number of parties to the negotiation,
satisfying the need for each party to have a signed counterpart. This could be accomplished either
through a simultaneous exchange of signed written contracts or by one of the parties returning at a
later date one of the copies, properly signed. On fulfilling these conditions, the agreement was
considered binding on all parties, publicly legible and subject to enforcement by the appropriate legal
and social authorities. Though this was the reigning convention amongst all the mercantile
communities of Surat and Bombay at this time,82 it was not free from ambiguity. The mere
acceptance of a written contract could impose on the recipient certain expectations or obligations for
its execution even if he chose ultimately not to sign and return it.83 For this reason, merchants were
wary of taking personal delivery of such documents unless they had definitely decided to proceed
with the agreement. Similarly, there could be reluctance to despatch a signed contract that required
the signature of the other party unless the merchant was assured that it would be signed.84

As a way of managing such uncertainties, care was often taken to specify in each contract the
exact number of copies that had been composed, their relative status and the legal and customary
authority they possessed for the lifetime of the transaction.85 Where their number exceeded the
minimum, some were made for the purpose of reference or record-keeping,86 others were drawn up to
reduce the chances of loss or destruction, particularly if long distances were involved. In the latter
case, it would commonly be stated that this copy would be automatically invalidated on prior
execution of any of the others.87

IV

Custom – defined as a set of generally accepted, albeit implicit, obligations, constraints or privileges
– has always formed a significant component of formal contracts. Though difficult to demonstrate
conclusively, there were two principal reasons for the persistence and prevalence of custom. First, it

78 MSA/Misc/HCR/MRC/034 p.531.
79 MSA/Misc/HCR/MRC/034 pp.534-535.
80 IOR/P/341/033 p. 561, MSA/Misc/HCR/MRC/027 p.63.
81 MSA/Misc/HCR/MRC/038 pp.528-543.
82 MSA/Misc/HCR/MRC/034 pp.529, 531, 532.
83 MSA/Misc/HCR/MRC/034 pp.534-535.
84 XCHR/MHR/Correspondence (outgoing) (1783-04-05).
85 XCHR/MHR/Legal Records (1783-05-00).
86 XCHR/MHR/Legal Records (1785-10-19).
87 XCHR/MHR/Other Documents (1776-12-09).
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resulted in a significant reduction in the effort and time required to negotiate a contract. Second, it
offered a way of managing the consequences of unpredictable environments where it was difficult, if
not impossible, to calculate risk because past experience could not be taken as a reliable guide for the
present or future. Typical examples included political upheavals, the outbreak of war or arbitrary
actions by local authorities. For these reasons, custom facilitated the execution of many
advantageous commercial transactions that might otherwise not have been considered.

It was rare for contracts to recognize explicitly the role of custom. In one of the few
exceptions to this – in a contract between a ship-owner and the captain – it is made clear that
“established custom” is important, particularly in relation to unexpected developments. This is
reinforced at the end of the document when the parties obliged themselves “to carry out to the full
this agreement, not only in what is stated explicitly but also by good and approved custom that must
be observed”.88

There was, in general, a positive correlation between the significance of custom in a contract
and the regularity and frequency of transactions. Some of the most commonplace transactions in
eighteenth-century maritime West Asia – say, concerning insurance, freight or credit – were framed
by contracts with a large customary component. In maritime insurance, for example, custom dictated
that insurers were not liable while the ship was anchored at port,89 it determined the degree of
flexibility over itinerary changes that was possible without losing insurance coverage,90 and entitled
freighters to compensation in the event of seizure at sea even if they had not taken out formal
policies.91

V

Verbal contracts, just like their written counterparts, detailed the transaction, made clear the
relationship between the parties and their respective roles for its duration. Being verbal, it is next to
impossible to ascertain precisely the contents of such contracts, the kind of terms that were
commonly agreed upon, the order in which they would have been formalized and their relative
importance. Nevertheless, there is little doubt that verbal contracts were widespread and in common
use across mercantile communities throughout maritime West Asia down to, at least, the last quarter
of the eighteenth century.92 They involved both small and large sums.93

Given the fallibility and limitations of human memory, verbal contracts were more prominent
in sectors where transactions could be specified easily and quickly, in well-understood and
commonplace terminology. Examples include insurance policies for commercial voyages on well-
travelled routes and the purchase and sale of goods on the wholesale spot market. They would also
have been more popular among close-knit groups of merchants drawn from the same community.

In comparison to verbal contracts, we can be much more forthright about their written
counterparts. There appears to have been a recurrent template in written contracts that underlay their
specificities. They tended to open with a preamble in which the parties to the contract were named,
often with a note of their ethnic or religious identity and place of residence. There followed a series
of general assurances that the signatories had entered into the agreement voluntarily, acknowledged
that they were legally bound to fulfil the conditions noted in what followed and that they would
execute the agreement wholly and in good faith.94 Sometimes, at the preamble, we find an explicit
statement acknowledging that such behavioural norms were “necessary for the conduct of
commerce”.95

88 XCHR/MHR/Other Documents (1789-12-01).
89 IOR/P/416/119, pp.54-55.
90 IOR/P/417/002, pp.373-411, MSA/Misc/HCR/MRC/007, pp.076-082.
91 MSA/Misc/HCR/MRC/012 pp.78-79.
92 MSA/Misc/HCR/MRC/034 pp.531, 532.
93 MSA/Misc/HCR/MRC/031 p.149, MSA/Misc/HCR/MRC/027 pp.373-376.
94 XCHR/MHR/Legal Records (1782-12-13), XCHR/MHR/Legal Records (1783-05-00).
95 XCHR/MHR/Legal Records (1783-05-00).
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In the body of the contract, the transaction was detailed, the role and relationship of the named
merchants defined, as well as their remuneration. Exhortations urging the parties to strive to their
utmost to fulfil their obligations were often sprinkled throughout the contract. Such appeals to their
conscience and sense of fair play were reinforced by several types of guarantees. The most far-
reaching was unlimited personal liability undertaken by a merchant and his heirs. Others took the
form of penalty bonds which could be secured on specified assets, the use of a respectable individual
as a signatory’s bondsman,96 and specified financial penalties for failure to execute the agreement in
full. These penalties could be larger than the value of the commercial transaction itself.97 It is
questionable, however, whether such hefty penalty clauses were generally enforced.

A certain class of terms could, at least in theory, deprive merchants of almost any protection
or oversight by an external authority in case of dispute. Most explicitly, this occurred when a
signatory agreed to forgo recourse to sovereign or mercantile arbitration in case of any dispute over
losses resulting from the transaction, making him wholly dependent on the decisions and attitudes of
the other signatories.98 Instances of such apparently severe and inflexible terms need to be viewed in
conjunction with others that took cognisance of the uncertainties inherent in long-distance maritime
trade of the period. These allowed for the late completion of the transaction or delay in keeping to
certain conditions, subject to a sliding scale of financial penalties. 99 Such clauses were commonly
inserted in agreements for insurance, respondentia, bottomry and other forms of credit that were a
feature of many maritime ventures.

VI

The evidence suggests that, at least until some time in the latter half of the eighteenth century, verbal
and written contracts in the long-distance maritime trade of West Asia had comparable, if not
equivalent, formal status.100 This, and their corresponding interchangeability, followed from their
functional similarity. The mercantile communities of the region generally considered the two formats
to be equally valid as formal statements of the transaction and equally binding on the signatories. As
a result, verbal and written contracts contested the same mercantile grounds, and the choice of one
immediately excluded the other. This underlies the absence of formal contracts of a mixed verbal and
written character.

Despite their functional similarity, there was a definite division of labour between these
contracts. The use of one type monopolized various sectors of trade, dominated mercantile
relationships of certain classes and was more prominent in some ports than in others. At the same
time, and this must be stressed, the relationship of one to the other was not hierarchical, with one
having intrinsic primacy over the other in a given type of transaction. This situation changed,
however, over the course of the eighteenth century as written contracts gained popularity as binding
documents while verbal contracts suffered from a loss of faith in their power to enforce an
agreement. In Bombay, by the 1770s, verbal contracts were limited to transactions of small value.101

This general shift throughout maritime West Asia in this period was a result of a succession of
notorious disputes with British merchants over transactions that had originally been agreed verbally.
Indeed, the evidence suggests that, by about 1770, the involvement of a British merchant in a deal
increased the general risk of the venture in the calculations of many Gujarati and Parsi merchants.102

This manifests itself as offers that were lower than the average, demands for greater discounts or

96 XCHR/MHR/Other Documents (1777-08-25).
97 XCHR/MHR/Legal Records (1783-05-00), XCHR/MHR/Legal Records (1782-12-13).
98 XCHR/MHR/Legal Records (1783-05-00), XCHR/MHR/Other Documents (1777-08-25), XCHR/MHR/Other

Documents (1790-08-26).
99 XCHR/MHR/Other Documents (1777-08-25).
100 MSA/Misc/HCR/MRC/031 p.153, MSA/Misc/HCR/MRC/034 p.532.
101 MSA/Misc/HCR/MRC/034 p.532.
102 MSA/Misc/HCR/MRC/034 p. 503
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larger deposits.103 Overall, this contributed to diminishing personal trust between merchants
belonging to different communities in cross-cultural trade. Merchants sought to mitigate the
potentially harmful consequences of this development by substituting written contracts where once
verbal contracts had been the norm.

This development was reinforced, if not ultimately determined, by simultaneous changes
taking place in the structure of trade and administration in the region. Beginning in the early decades
of the eighteenth century, Bombay flowered on the back of its commercial expansion. By the middle
of the century, it had supplanted Surat as the pre-eminent port on the Arabian Sea littoral. This was
accompanied by the general growth in the influence and presence of British merchants in the long-
distance trade of maritime West Asia, particularly at Surat and Mocha. The other mercantile
communities, chief among them the Gujaratis and Parsis, adapted themselves to this evolving
situation. One feature of this was increasing use of the forms of arbitration instituted by the British
authorities in the event of disputes, in particular for those involving British merchants. It was hoped
that these fora would be better able to enforce their judgements on wayward British merchants than
the other existing arbitration mechanisms. As British law and legal practice favoured
contemporaneous written documents as evidence, this tendency necessarily diminished the role of
verbal contracts in trade. All these factors combined to raise the status of written contracts, and
relegate verbal contracts, by the end of the eighteenth century, to small-scale transactions.

103 MSA/Misc/HCR/MRC/042 p.634.
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The impact of improved health upon standards of living in
twentieth century Britain

Kerry-Jane Hickson, London School of Economics
(k.hickson1@lse.ac.uk)

Supervisor: Professor Mary S Morgan
Introduction

During the twentieth century England experienced unparalleled improvements in health. Life
expectancy improved from 47 years in 1900 to nearly 80 years by 2000.1 And the burden of diseases
experienced a remarkable transformation as it shifted from contagious illnesses (accounting for 25
per cent of deaths in 1911 and 0.5 per cent in 1991),2 such as tuberculosis to chronic degenerative
disorders (accounting for over 80 per cent of deaths by 1991),3 such as cardiovascular disease and
cancer. Improvements in life expectancy/health are one important manifestation of improvements in
human welfare.4 Furthermore, improvements in the quality of life associated with disease and
disability have also increased and provided significant contributions to the standards of living of the
twentieth century English population, as has the increasingly commonplace scenario of disease
without death. Additionally, health is important to the economy as a whole. The economic costs of
avoidable disease are staggeringly high.5

Despite the importance of improved health, the considerable achievements during the
twentieth century, which have facilitated these improvements and the numerous implications for
quality of life and standards of living and economic prosperity that these changes in health have
created, there have been a very limited number of attempts to evaluate and quantify these
developments in mortality, and especially morbidity.6 The only studies that have attempted to value
health (in an extended form of GDP measure, i.e. through ‘utility national income’/’Fisherian’ type
considerations)7 are Nordhaus (1999)8 for the USA between 1900 and 1995, Crafts (2001)9 for the
UK between 1870 and 1998 and Hickson (2002)10 for twentieth century Japan. However, none of
these studies measure health per se, as they all utilize mortality (i.e. increased life expectancy) as a
proxy for health.  Furthermore, there have been no historical studies that aim to map the evolution of
improving health from the perspective of quality of life for illness sufferers.

Improvements in health and measurement scope

Throughout the twentieth century it became increasingly necessary to look further than death rates
when considering changes in health and the quality of life associated with illness. This is a result of
the inability of death rates to approximate sickness rates, which is most vividly illustrated by the

1 1900: Charlton & Murphy, “The Health of Adult Britain 1841-1994” Volume I, p.44 and 2000: WHO Core Health
Indicators, www.who.org (LE 2000 = 77 years).

2 Charlton & Murphy, “The Health of Adult Britain 1841-1994” Volume I, p.44.
3 Ibid.
4 Maddison, The World Economy: A Millennial Perspective, p.29.
5 Sachs, Macroeconomics and Health: Investing in Health for Human Development.
6 Nordhaus and Crafts are two of the few authors to make these considerations for mortality (as did Usher, but not to the

same extent). Cutler & Richardson and Murray & Chen are the only authors to make considerations about morbidity
that are directly related to my thesis.

7 Utility National Income/Fisherian growth is a notion that was coined by Nordhaus (1999) and is defined as the
maximum amount that a nation can consume while ensuring that members of all future generations can have life
time utility that is at least as high as that of current generations. When this yardstick is utilised, life expectancy is
included in the production function and the value of improvements in mortality can be accounted, in terms of
consumption.

8 Nordhaus, The Health of Nations: The Contribution of Improved Health to Living Standards.
9 Crafts, The Contribution of Increased Life Expectancy to Growth of Living Standards in the UK, 1870-1998.
10 Hickson, The Contribution of Improved Life Expectancy to Standards of Living in Twentieth Century Japan, MSc

Thesis (2002), London School of Economics and Political Science.
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following mechanisms. First, over time the case fatality rate may describe a different trend than the
death rate.11 Second, not all sicknesses pose a significant risk to death, which became increasingly
true as the twentieth century unfolded. Therefore, the historical series of death rates and case fatality
rates indicate that the relationship between falling sick and dying from sickness has shifted over
time. This also means that the quality of life associated with illness has changed significantly since
the 1870s, when disease became increasingly less associated with death.12

Furthermore, as a result of developments in health, the average duration of an illness has
increased. For example, treatment of most chronic degenerative diseases do not cure these
sicknesses, they only ameliorate the symptoms and prolong the period of illness preceding death. The
theory of the epidemiological transition13 implies a shift in the average duration of illness in general,
rather than merely in diseases causing death, which is an increasingly important distinction for the
time period being considered by the thesis.

Hence, by the end of the twentieth century, most of the population survived to the entering
boundary of old age, but much of the population survived with illness and injuries that occupied
increasing time. From this perspective the epidemiological transition can be defined more broadly as
a shift in the leading causes of death from acute to chronic diseases and therefore a shift from brief to
protracted diseases, and a reduction in the risk of falling sick, which has been replaced by an increase
in the risk of being sick. A society that has gone through such a transition gains additional life years,
some in good health and some in poor health. This is the central trend that is reflected in the thesis,
which will consider the value of these additional (disease burdened) life years, in terms of individual
quality of life and health related welfare of the population as a whole.

Measurement Problems

At an initial glance, there would seem to be an incongruity in the twentieth century relationship
between mortality (death rate) and morbidity (prevalence of sickness), namely the inverse
relationship between these two variables seems illogical, i.e., despite the improvement in mortality,
every measure of morbidity indicates a worsening in health, which became increasingly pronounced
as the twentieth century unfolded. However, the most plausible explanation for these trends is not a
worsening in health per se, but rather a combination of an increased burden of illness, as indicated by
population prevalence rates (e.g. people who would have died earlier in the preceding regime are
now living longer, and these ‘new survivors’ are, on average, more likely to experience health
problems)14 as a result of the epidemiological transition influences upon mortality and morbidity
(whereby the changing burden of disease, i.e. the move from acute infectious to chronic non-
infectious has meant that the average time of illness preceding death has increased significantly) and
also social forces, which affect the way individuals perceive their own health and report it (e.g. as
economies develop and the population becomes wealthier and enjoys a general increase in their
standards of living they also become more sensitive to health and adopt more stringent expectations
about suitable levels of health).15

Hence, the abovementioned factors have combined to create a worsening in the registered
level of morbidity in twentieth century England. Despite these potential, indirect causes, many
pessimists have implied that there has been a worsening in health per se. However, others have
highlighted a more positive perspective. The contention between such opinions indicates a further
need for a comprehensive, objective measuring tool.

11 Case Fatality Rate = Refers to the proportion of persons with a particular disease who die, i.e. the number of persons
dying due to a particular disease.

12 Riley, The Risk of Being Sick: Morbidity Trends in Four Countries, p.407.
13 See Lexicon for definition.
14 Verbrugge, Longer Life but Worsening Health? Trends in Health and Mortality of Middle Aged and Older Persons,

p.515.
15 Waidmann & Bound & Shoenbaum, The Illusion of Failure: Trends in Self Reported Health of the US Elderly, p.254.
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Thesis Measurement/Methodology

There is currently a significant void in the literature and analysis that considers the changing
twentieth century burden of morbidity, as very few of these studies have gone far enough to connect
the implications of the changing morbidity burden with the improving health related quality of life.
And none of these studies have attempted to make quantitative estimates about the historical
dynamics of this changing morbidity burden upon the quality of life of the English population during
the twentieth century. As a result existing measures are unsuitable for the demands of the thesis.

Therefore, a major part of the thesis will entail the development of a morbidity and (to a lesser
extent) mortality measuring tool that is coherently constructed, statistically reliable, sensitive,
applicable, and valid. Finally, it will be capable of providing (monetary) estimates about the
contribution of improved health to standards of living in twentieth century England, which is to-date
lacking. The construction of this new measure, namely, the QALE (quality adjusted life expectancy)
is shown below.

Willingness to Pay Morbidity (MB):

MBWTP Considers increased quality of life with an illness or disability

MBWTP = VSHLY * population weighted fall in the burden of disease / disability

For
MBWTP this would have to be calculated for each type of illness and disability and their

associated QALY (  )

This will then be combined with the equivalent information for mortality improvements

Willingness to Pay Mortality (MT):

MTWTP Considers increased life expectancy

MTWTP = VSL * population weighted fall in the death rate

Quality Adjusted Life Expectancy (QALE):
Such that

MBWTP +
MTWTP = QALE improvement:

* ( *)

( [ ])

dc u c

d    



  

( *)u c = the goods value of life,
*c = consumption,

 = the pure rate of individual time preference,
 = set of mortality rates,

( Pr[   Condition D at t + k] * [QALY for D at t + k])

The illnesses considered in the thesis (namely, blindness, breast and stomach cancer and
tuberculosis) will be evaluated qualitatively, through a comprehensive analysis of the changing
health and welfare conditions faced by illness sufferers as the twentieth century unfolded. This
information will ultimately be developed into some form of QALY weight that will be presented in
the form of a numerical counterfactual. Due to the subjective and often controversial nature of illness
and welfare measurement, the estimates of the burden of disease will be provided as a range of
possible values and will be presented in a tentative fashion, whereby the reader will be invited to
consider the results as a function of a given scenario, rather than stating the results as a definitive
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estimate, i.e., this approach will provide results that are dependent upon whether or not the reader
will accept a given scenario. For example, if you are willing to believe or what would you have to
believe for these results to hold weight?

These twentieth century improvements in morbidity (defined by the QALY weights) and the
improvements in life expectancy (defined by the death rate) will then be applied to estimates of the
‘value of a statistical life’ (VSL) and the ‘value of a statistical healthy life year’ (VSHLY) in order to
provide results about the (monetary) value of improvements in ‘quality adjusted life expectancy’
(QALE, which is the combined measure of mortality and morbidity). This forms the creation of an
original extended WTP measure and the core methodology of the thesis.16

Contributions to knowledge/conclusion

Once the above methodology has been applied, the thesis will contribute and substantiate a new view
of the economics of health. This new view is that improvements in health have been a major
contributor to economic welfare in twentieth century England. The thesis will highlight that during
the twentieth century increases in life expectancy and improvements in the quality of life associated
with morbidity have provided a considerable contribution to standards of living and the growth of
GDP defined on a utility, ‘Fisherian’ basis. Although there is disputation associated with the precise
value of these improvements in mortality and particularly morbidity, as a result of the QALY
weights and VSL, VSHLY estimates, even the lowest estimates provided in this thesis highlight the
significant contribution of improved health to the standards of living and economic development in
twentieth century England.

Bibliography

Available on request.

16 Currently WTP methodology only considers mortality, through combining the reduction in the death rate with an
estimate for the VSL. The thesis will develop this WTP methodology, so that in conjunction with the death rates
and VSL the improvement in illness (QALY weight) can be considered in conjunction with an estimate for the
VSHLY, which will provide WTP for mortality and morbidity.
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Lexicon

Term Abbreviation Definition
Mortality Death (as measured by the death rate).
Morbidity Illness (as measured by the burden of

diseases and disabilities).
Health: in the context of the
thesis

Mortality AND Morbidity.

Epidemiological Transition Omran (1971) depicted an ‘epidemiological
transition’, consisting of a passage from a
regime in which there was a conversion of
the pattern of mortality from one
dominated by infectious diseases to one
dominated by chronic degenerative
diseases; this also entails a decline in the
death rates accompanied by a seemingly
paradoxical increase in morbidity rates.
This concept provides the best framework
from which to select illnesses for
consideration in the thesis.

Willingness to Pay WTP This methodology essentially considers the
value of improved mortality by asking (or
observing, through revealed preferences
surveys) the amount of consumption an
individual would be willing to pay to trade
off consumption for health.

Willingness to Pay (Mortality) WTPMT

Willingness to Pay (Morbidity) WTPMB WTPMT notions will be developed to
include morbidity in order to facilitate a
comprehensive measure of health (QALE).

Value of a Statistical Life VSL This considers the aggregate (population)
value of a death averted. This concept is
defined as the aggregate amount that a
population is willing to pay to reduce its
death toll by one (anonymous /
hypothetical) individual.

Value of a Statistical Healthy
Life Year

VSHLY VSL notions will be developed in order to
identify the (population) value of averting
one unhealthy life year. It is also likely that
varying degrees of unhealthy life years will
be considered.

Quality Adjusted Life Year QALY Economists have designed a series of
econometric scaling techniques in an
attempt to assign a numerical value to
health status. These are known as utility
ratings, of which the most famous is the
QALY.

Quality Adjusted Life
Expectancy

QALE This is the central model of the thesis,
which can be distinguished through its
ability to simultaneously value
improvements in mortality and morbidity
and hence provide an overall health
measure.
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All in the family: a dynasty approach to household migration:
evidence from the nineteenth century Austro-Hungarian

Empire
Alexander Klein, Cerge-EI, Prague

(alexander.klein@cerge-ei.cz)
Supervisor: Professor Jan Hanousek

In this study I investigate the rural-urban family migration in the Pilsen region, one of the most
industrialized areas of the Austro-Hungarian monarchy, in the last two decades of the nineteenth
century. I deploy individual data gathered from the 1900 Austro-Hungarian population census. The
purpose of this study is twofold: first, to compare the structure of the migrant families with the
structure of the families which stayed in the hinterlands and to explain differences within the
framework of the family fertility behaviour model with the dynastic utility function as introduced by
Barro and Becker (1988); then to analyse the range of possible family migration motifs using the
knowledge of both migrants’ and stayers’ family structure and the general knowledge of the
economic situation in the hinterlands and urban areas.

My hypothesis for explaining migration motifs is that: a move from villages to towns is a
rational act of parents who maximize the expected present discounted value of the dynastic utility
function. Motivation for this hypothesis was anecdotal evidence pointing to the fact that the
migration of large families with relatively old household heads was often evident despite the fact that
no substantial rural push force was present and that the real rural-urban wage gap was small. This
suggests that the migration decision was taken with respect to the whole family and that the future
prospects of children were probably important migration motifs.

My methodological approach is different from the one usually used in the existing migration
studies. I do not deploy the forward and/or backward tracing of families to create a dataset of
migrants and stayers which is then analysed using regression techniques. I collect a cross-section
sample of migrant population and a cross-section sample of population which did not migrate – so
called control group. Then I use non-parametric tests to compare the distributions of the migrant
population and the control group population and to analyse possible migration motifs. Since a unique
feature of the dataset of migrants is that it is possible to analyse migrant population at the time of
their arrival, all analyses are performed such that migrant population is evaluated at the time of
arrival.

Family migration – a theoretical exposé

Consider a family which has to decide whether to migrate or not and of the parents who are altruistic
toward their descendants. In particular, consider a rational forward-looking rural family whose
preferences are described by a dynastic utility function Ut(c, n, ut+1) where n is the number of
children in the current generation, c is the total consumption and t and t+1 refer to the current and the
next generation respectively. The family maximizes the dynastic utility function with respect to
consumption and the number of children, given the budget constraint where c is the total
consumption, p stands for the costs of raising children, n is the number of children, E(If) is the
expected total family income, E(Ihh) is the household head’s expected income, E(Iw) is the wife’s
expected income and E(Ich) is the children’s expected income.
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The family decision-making process can be viewed as a search process – a comparison of the net
expected benefits from different places. The family has a choice of either moving into a town or
staying in the hinterland. In the former case, the family members face the costs of raising children
purban and job opportunities which would give them the total expected family income Iurban

f. In the
latter case, the cost of raising children is prural and the total expected family income is Irural

f. The
expected income is negatively related to the age of a family member and positively related to
acquired education. The total expected family income consists of the expected income of the
household head, his wife and children. Since the wife’s income was small in comparison with the
household’s head income, I omit the wife’s income from the further analysis. Given that the parents
care about the future prospect of their children, I consider children’s expected income separately.

The family computes two value functions of its dynastic utility function: one when it lives in
the town and the other one when it lives in the hinterland. The family moves if the difference
between the value function from living in the urban area and the value function from living in the
hinterlands exceeds the migration costs:

     4cos,, tsmigrationIpvIpvdelta r
f

ru
f

u 

The higher the difference between the value functions, the higher is the probability of migration. To
make the analysis verbally tractable, I will consider only the immediate descendants. The model has
the following implications for the family size, age distribution of household heads and the timing of
migration. If we draw the distribution of the size of the migrant families and the families of stayers,
we should expect the migrant families to have a lower number of children than the hinterland
families. The null hypothesis would be that the migrant families have a larger number of children
than the stayer families. We should expect the age of the household heads who stayed in the
hinterlands to be higher than the age of the household heads who migrated. The age distributions of
the migrant household heads and the stayer household heads are expected to be skewed to the left in
the former and to the right in the latter case and the distribution of the migrant household head is
expected to have a heavy tail. The null hypothesis would be that there are less young migrant
household heads than young stayer household heads. As for the age of the oldest child, the
implication is that we can expect the age distribution of the oldest child to be around the age when
the child starts his/her compulsory primary education.

The Data and Methodology

The evidence used was drawn from the manuscript returns of the decennial monarchy census of
population of 1900 for the suburb village of Lobzy and for the hinterland villages of Bezděkov,
Habartice and Strážov. Two samples were created. The first sample was collected from the
manuscript returns of Lobzy, the second – control group sample – was collected from the manuscript
returns of Bezděkov, Habartice and Strážov. The manuscript returns include information on the
name, date of birth, place of birth, occupation and literacy of each person residing in the village on
the date when the population census took place. Moreover, for each person in the village the census
also provides information on the year of permanent residency in the village and the family
relationship. The last two pieces of information, in particular, make this dataset of great value and
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importance, since they enable us to distinguish very easily the migrants from the original village
inhabitants and to determine the family status of every person in the village.

Unlike the usual studies on migration, I did not deploy the tracing of families throughout time
to create the dataset. Instead of this, I collected a cross section of the families which migrated from
various villages to Lobzy and a cross section of families which stayed in the sending villages as they
were present at the end of 1900. Since one of the pieces of information extracted from the manuscript
returns is the year of permanent residency, which is a good proxy for the time of arrival in the
village, I can analyse the families at the time of their arrival.

Demography and migration motives
Age distribution of the household head

I performed two non-parametric tests: Mann-Whitney and Kolmogorov-Smirnov test. The Mann-
Whitney tests the null hypothesis that the median of the migrant household head age distribution is
larger than the median of the stayer household head distribution. Kolmogorov-Smirnov tests the null
hypothesis that the age distribution of migrant household heads has larger values than the age
distribution of the household heads in the control group. Tables A1 and A2 show the results of both
tests. I performed the tests for various sample sizes to see how sensitive the results are to family size
and age of the household. In every case but one we can reject the hypotheses at 1 per cent which
confirms the facts that the distributions of household head age is different for the migrants and
stayers in a sense that younger household heads constitutes a larger share of the migrant population
than of the stayer population.

Family size

I performed the Mann-Whitney test to test the null hypothesis that the median of the migrant family
size distribution is larger than the median of the stayer family size distribution. Table A3 presents the
results of the test for various sample sizes. We see that except for the early migrants, we can reject
the hypotheses at 1 per cent significance level. In the case of the early migrants, we cannot reject the
hypotheses for all but one case. These results are in accordance with the notion that the rural families
are larger than the urban families. In the light of our model, the differences in the distributions can be
driven either by the differences in the total expected income or by the differences in the costs of
raising children. Higher migration costs connected with having more children may also lead to these
results. To evaluate the impact of each of these factors we need information on the development of
the rural-urban income differences and the costs of living in the rural and urban areas.

The timing of migration

There is no satisfactory statistical measure or family structure indicators which would help to analyse
the timing of migration. I opted for the average age of children in the families and the age of the
oldest child. The reason for that is that the former describes the general pattern of children’s age
across the migrant groups at the time of migration and the latter seems to be, at first sight, natural
choice on which to base the migration decision in the presence of children. Lots of caveats, of
course, apply. Gender may become a factor (return to education for daughters seemed to be lower
than the return to education for sons), which may cause the household head to take into account the
age of the oldest boy and not the age of the oldest child.

Figures A1-3 depict the distributions of the oldest child for each of the migrant groups. In the
case of early migrants, the mode of the distribution is in the range four to seven. This suggests that
the timing of migration is approximately consistent with the time the oldest child is supposed to start
his/her compulsory primary education. An interesting feature of this distribution is that the second
peak is in the range eleven to fourteen. This feature indicates that the family took into account
children’s work, since it was possible for children to work from the age of twelve. In the case of
1890-1895 migrants, the mode of the distribution is in the range one to three, the second peak is in
the range eight to ten. These results are difficult to interpret. In the case of 1896-1900 migrants, we
observe that the mode of the distribution is in the range four to seven, even though the margin
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between this range and the range one to three is small. Nevertheless, it is a clear indication that the
age when the oldest child was supposed to go to school played a crucial role in the family migration
decision.

Conclusion

In this study I investigated the rural-urban migration of families in one of the most industrialized
regions of the Austro-Hungarian monarchy in the last two decades of the nineteenth century. First, I
explained the demographic differences between the migrant families and the families which
remained in the hinterlands using the fertility decision framework with the dynastic utility function.
Then, in the light of these differences, and with the knowledge of the economic conditions in the
urban area and the hinterlands, I tried to decipher the migration motives. My working hypothesis was
that the real rural-urban wage gap is not the only migration decision variable that triggers migration.
The family structure matters a lot in deciding whether to migrate or not. I found that the migrant
families are both younger and smaller than the families of stayers. However, the analysis showed that
migration occurred not at the very beginning of the head of the household’s life cycle but later and
that a significant portion of the sample includes families with a large number of children. Also, in a
significant share of the sample, the timing of migration is mostly consistent with the time when the
oldest child begins his/her compulsory primary education. These facts, together with the facts that
the real rural-urban wage gap was small and that education was crucial in achieving a better living,
support the claim that the future prospect of children played a very important, if not in some cases
the most important, role in the family migration decision.

Tables and Figures

Table A1: The Mann-Whitney Test: Household Head Age

Sample I Sample II Sample III Sample IV
Early migrants vs. control group 4.93*** 2.87*** 2.23** 3.94***
1895 migrants vs. control group 5.62*** 4.74*** 3.95*** 4.4***
1900 migrants vs. control group 9.43*** 7.89*** 5.93*** 7.02***

Sample I: the whole sample
Sample II: families with children
Sample III: families with children and household head younger than fifty
Sample IV: families with household head younger than fifty
*** indicates significance at 1 per cent, ** indicates significance at 5 per cent * indicates
significance at 10 per cent

Table A2: Kolmogorov-Smirnov Test: Household Head Age

Sample I Sample II Sample III Sample IV
Early migrant vs. control group -0.41*** -0.45*** -0.42*** -0.33***
1895 migrants vs. control group -3.97*** -0.39*** -0.38*** -0.35***
1900 migrants vs. control group -4.45*** -0.41*** -0.36*** -0.39***

Sample I: the whole sample
Sample II: families with children
Sample III: families with children and household head younger than fifty
Sample IV: families with household head younger than fifty
*** indicates significance at 1 per cent, ** indicates significance at 5 per cent * indicates
significance at 10 per cent
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Table A3: The Mann-Whitney test: Number of Children in Family

Sample I Sample II Sample III Sample IV
Early migrants vs. control group 1.58 0.415 0.94 1.875*
1895 migrants vs. control group 3.392*** 1.123 2.014** 3.859***
1900 migrants vs. control group 4.467*** 3.313*** 4.156*** 5.318***

Sample I: the whole sample
Sample II: families with children
Sample III: families with children and household head younger than fifty
Sample IV: families with household head younger than fifty
*** indicates significance at 1 per cent, ** indicates significance at 5 per cent * indicates
significance at 10 per cent

Figure A1: Distribution of the age of the oldest child: early migrants
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Figure A2: Distribution of the age of the oldest child: 1890-1895 migrants

Figure A3: Distribution of the age of the oldest child: 1896-1900 migrants
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Women’s wages and earnings inequality during
industrialization

Natalia Mora-Sitjà, Nuffield College, Oxford
(natalia.morasitja@nuffield.oxford.ac.uk)

Supervisor: Professor Jane Humphries

The economic history literature on the gender gap has followed a path independent of the literature
on inequality, which has usually focused exclusively on male earnings, generally due to the lack of
rich enough available sources on women’s wages.17 Additionally, however, and in order to justify
that men’s earnings inequality is representative of the whole economy, historians argue that the
importance of women’s wages can be disregarded because female labour is secondary in the labour
market and it is often low paid labour clustered around similar wage rates.18 In this paper I use two
nineteenth-century surveys of the working class in Barcelona – the economic centre of Catalonia, the
first Spanish industrial region – to argue that the labour force composition is heterogeneous, not only
in skill levels, but also in men and women’s characteristics, and that excluding women from
inequality analyses might considerably distort the findings.

Table 1 shows male and female characteristics for each year. Women were always recorded as
a minority within the active population, although observations probably underestimate the true
involvement of women in the labour market. Women’s share in the active population was roughly
the same in 1856 and 1905; on average their wages, as well as those of men, increased; and their
wages relative to those of men increased. The reduction of the gender gap in manufacturing is a
general phenomenon in other countries during this period.19 One of the surprising things, however, is
that at both points in time inequality amongst women was greater than inequality amongst men. This
finding casts doubts on studies that depict women’s work and pay as uniform, and calls for
explanations of gender segregation and women’s training and skills that allow for this heterogeneity
in women’s experiences.

Table 1: Wage inequality and the gender gap
% of workers Inequality

(Gini)
Wages

1856 1905 1856 1905 1856 1905
Men 68.3% 71.1% 0.19 0.09 2.61 4.02
Women 31.7% 28.9% 0.32 0.24 1.14 2.85
Total 100.0% 100.0% 0.25 0.14 2.15 3.68
Female/male wages 0.44 0.71
Gender gap 0.56 0.29

Notes: Inequality is measured by the Gini index (0<Gini<1, being 1 maximum inequality).
Wages are pesetas per day of work.

Graphs 1 and 2 show the earnings distribution for men and women. Several points are worth noting.
The first is that women are responsible for the bimodal character of the overall distribution. The
lowest paid jobs in the economy were held by women. The second is that not only did the average

17 For example, the classical Bowley’s study on British workers’ standard of living, used subsequently to compute
inequality, only provides information on male labour.

18 Hunt, for example, looks at wage variation by focusing exclusively on male earnings and does not use women’s
earnings because “the prevailing level of labour demand affected all local wages, and because everywhere women’s
and children’s wages were considerably less than men’s wages and were determined, in large part, by the
maintenance of customary ratios between male and female pay” [Hunt, E.H., ‘Industrialization and Regional
Inequality: Wages in Britain, 1760-1914’, Journal of Economic History, 46, 4 (1986), pp.964].

19 Goldin, C., Understanding the Gender Gap. An Economic History of American Women (Oxford, 1990), p.62.
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wage for women increase, but also a group of workers both male and female managed to access high
paid jobs.  Female labour “aristocrats” were mainly weavers and spinners, while the best paid men
were either spinners or worked in the emergent printing industry.

Table 2 decomposes the observed decrease in inequality between 1856 and 1905. The first
contribution, which accounts for 43 per cent of the total decrease in inequality, is the decrease in
inequality within groups; that is, the compression of women’s and men’s wage structures. Of these,
the most important is the wage compression amongst women. The second contribution is the
narrowing of the gender gap, which accounts for 57 per cent of the total decrease in inequality.
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Table 2: Decomposing inequality trends by gender
Within gender inequality 43%
Men 9.39%
Women 33.60%
Gender gap 57%
Total inequality change 100%

Notes: The decomposition analysis has been done using generalized entropy measures, see Mookherjee, D. and
Shorrocks, A.F., ‘A decomposition analysis of the trend in UK income inequality’, The Economic Journal, 92 (1982),
pp.886-902.

We see, therefore, that during these decades women’s wage structure underwent more significant
changes than men’s. This may be due to several factors, the most important one being a shift of
female labour from part-time to full-time work. There is no data on changes in hours worked per day,
but an indirect approach to this shift is to consider the transition from outworkers doing piecework to
labourers at the factories working for a daily wage. In 1856, 72 per cent of working women were
engaged in piecework. In 1905 information is much more incomplete, but the estimate is that the
number of women engaged in piecework ranged between 40 per cent and 60 per cent of the female
labour force. Additionally, even amongst piecework labourers, there was a tendency to move the
workplace from the house to the factory, under direct supervision of the managers and with control
over the hours worked. This explains both the wage compression amongst women and the narrowing
of the gender gap. Pieceworkers at home (even those working under the same piece rate regime)
were likely to experience higher variation in their earnings due to the flexibility of working hours
experienced. Women tend to combine housework with outwork, and different family needs across
individuals can lead to very different outcomes in terms of hours worked, and therefore in earnings.
The homogenization of daily working hours amongst women explains the reduction in earnings
inequality within the female labour force.

Two alternative (although not mutually exclusive) explanations help us understand the
decrease in the gender gap. The first refers to the fact that women constituted a much higher
proportion of all piece rate workers than men. In 1856 only 35 per cent of men were paid according
to piece rates. This combined with the fact that, for both sexes, earnings arising from piecework were
lower than those derived from daily wages, reinforces the hypothesis that the female shift towards
the factory and a daily wages regime, equivalent to a shift from part-time to full-time labour,
accounts for much of the decrease in the gender gap. I will further explore this hypothesis with an
Oaxaca type decomposition. The second explanation refers to changes in women’s employment and
position in the labour market. More specifically, I will show that the decrease in employment
segregation is an important factor in explaining the decrease in the gender gap.

The transition from “part-time” to “full-time”
There is not much empirical evidence on number of hours worked by men and women in the
nineteenth century, nor on individual workers’ characteristics. It is, therefore, nearly impossible to
study whether hourly rates correspond to productivity rates, and thus conclusively find out whether
discrimination took place. Using the 1856 survey, and the additional information it provides on
different types of workers, I have performed an Oaxaca decomposition of wage determinants to
identify some of the sources of the gender wage differentials. We estimate, using regression
techniques, the determinants of men’s and women’s wages (Ym and Yf) evaluating different workers’
characteristics (X), and obtain the regression coefficients for each gender (β). Because we know that
fitted regression lines go through the point of means, the difference in average wage rates would be:

(1) m f m m f fY Y X X  
Which can be rewritten in the following manner:

(2) )( ) (m f m m f m f fY Y X X X     
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The first term of the right side of the equation is telling us how much of the wage difference is
explained by different characteristics between men and women, whereas the second term, which
multiplies women’s characteristics by the difference in the coefficients, is pointing at the
discrimination that might exist against women, reflected in a different treatment to similar
characteristics. This term is the “discriminatory” component.20

The only non-categorical variable available and included in the regression is the number of
days worked a year for different occupations: given a daily wage, the more days a labourer can work,
the higher his annual income will be. The number of working days is a proxy for regularity. It is
logical to think that a worker will find it more desirable to work in an industry which is operative for
most of the year. That is, regularity is an amenity, and it is therefore reasonable to expect it to be
negatively correlated with wages. The coefficient on the regression is indeed negative.

A second variable of importance is qualification. If qualification corresponds to higher
productivity and/or higher responsibility, wages should increase with skills. The dummy variable
refers to masters, and journeymen are the excluded category.

The third variable analysed is the pay basis. It has already been mentioned that although many
workers would earn their salary indistinctively from piecework or daily wages, for many of them the
pay basis was always constant. Did this make a difference to their salaries? The use of piece rates
was dominant in those occupations where productivity was clearly measurable and monitoring
difficult, especially if some work was carried out at home. The paradigmatic sector, in this case, is
the textile industry: in Barcelona, according to the survey, 85 per cent of those workers paid by piece
rate worked in the textile industry. The use of piece rates has clear advantages for firms: first, they do
not need to pay for training (workers bear the costs of learning through lower wages), and second,
they don’t have an incentive to resist workers’ preferences for flexibility, since these will not have
any cost for the firm.21 It is the advantage of flexibility that should make us think that workers
consider piecework as an advantage, and are therefore more inclined to accept a wage reduction in
exchange for that. Table 4 shows that, indeed, the coefficient for piecework labour is negative, and
shows that those being paid on a daily basis could earn one third more than those working for piece
rates. Finally, a last variable has been included that measures a feature of the industry, whether men
and women worked together or not. This will be relevant to evaluate to what extent employment
segregation is responsible for the gender gap.

Table 3: What determines men and women’s wage rates differences?

Note: There are 17,894 valid observations for men and 5,888 for women. All coefficients are statistically significant at a
99% confidence level. The Chow-test also shows that coefficients between the two regressions are significantly different
from each other. The constant and the “working days/year” are somehow overlapping in the overall explanation of
discrimination, although it is interesting to see in the parsimonious regression that there is a trade-off between
“regularity” and “daily wages”, for which I keep the coefficients separate. Daily wages are reales/day [4 reales = 1
peseta].

20 It is not the purpose of this paper to study gender discrimination. What we here call a “discriminatory” component
corresponds in fact to an unexplained component. Since we don’t have information on workers’ other
characteristics (such as human capital, be it education or job experience), or on productivity, we cannot claim that
discrimination took place.

21 Timothy Leunig, ‘Piece rates and learning: understanding work and production in the New England textile industry a
century ago’, Unpublished paper (2002).

mX fX m f ( )m f mX X  ( )m f fX 

Constant 1 1 16.69 20.17
-9.72% 105.05%

Working days/year 258.28 241.75 -0.03 -0.06
Master 0.74 0.96 1.81 0.80 -8.10% 19.84%
Earnings p/work 0.35 0.72 -0.30 -2.29 2.23% 29.15%
Mixed work 0.32 0.40 -0.30 4.48 0.61% -39.07%
Daily wages 10.37 5.43 4.94 -14.98% 114.98%
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What we first see in the decomposition analysis is that most of the differences between men’s and
women’s wages remain in the unexplained (often called “discriminatory”) component. With regard
to qualifications, we see that although the percentage of masters amongst women is higher than
amongst men (96 per cent to 74 per cent), and although in both cases being a master implies a higher
wage with respect to other qualifications, this skill premium is much lower for women. But perhaps
the most interesting finding is the punishment in terms of earnings that women engaged in piecework
get, since this arises both from the fact that piecework generates lower earnings to women, and that
women are in a higher proportion (72 per cent compared to 35 per cent of men) working under a
regime of piece rates, which supports the hypothesis that the transition from piecework to daily
wages might have played a big role in reducing the gender gap.

In table 3, only the fact that women get higher wages in mixed occupations gives some
advantage to women. We can analyse, therefore, whether, in the 50-year period studied here,
employment segregation decreased, for that could be a factor increasing women’s wages relative to
men’s.

Changes in employment segregation

It is generally argued that one of the sources of the gender gap is not only that within any sector
women are doing the lower paid jobs (vertical segregation) but also that women tend to concentrate
in low paid industrial sectors (horizontal segregation). The two surveys of the working class provide
indications of the sectors to which each occupation belongs. I have opted for a seven sector
classification which includes the building industry, the chemical industries, the metallurgic sector,
the printing trades, services (incomplete since they do not include the domestic service), textiles
(including tasks which are auxiliary to textiles, such as bleaching) and others, which gather a group
of small sectors that range from paper industries to luxury trades.

Table 4:  Horizontal segregation and the gender gap
1856 1905

Sectors % men
%
women

Gender
gap %men %women

Gender
gap

Building 100.00% 0.00% 99.24% 0.76% 0.48
Chemical 100.00% 0.00% 90.47% 9.53% 0.43
Metallurgic 94.65% 5.35% 0.59 95.96% 4.04% 0.50
Printing 100.00% 0.00% 80.12% 19.88% 0.26
Services 63.68% 36.32% 0.49 76.89% 23.11% 0.49
Textiles 13.94% 86.06% 0.57 43.90% 56.10% 0.21
Others 98.58% 1.42% 0.51 86.68% 13.32% 0.50
Segregation
index 74.91 53.03

Table 4 shows that segregation decreased between the two benchmarks here studied. On one hand in
1856, for example, there were no women working in the building, chemical or printing sectors, but in
1905 there were already some female workers in these sectors. On the other hand, women were over-
represented in the textile industry or the services in 1856, which also turned out to be the sectors with
lower wages, but their weight in these sectors had decreased by 1905. Indeed, the segregation or
dissimilarity index shows that there was a considerable decrease in employment segregation.22 And
for those cases where we can compare the gender gap between the two benchmarks, we see a clear

22 The segregation index looks at how the distribution of men and women across sectors or industries differs. The index
(S) ranges from 0 to 100, being 100 maximum segregation (there are no mixed sectors in the economy). See, for
example, Humphries (1987), ‘“ … The Most Free From Objection …” The Sexual Division of Labor and Women’s
Work in Nineteenth-Century England’, Journal of Economic History, 47, 4 (1987), pp.929-49 for an analysis of
employment segregation in nineteenth century England.
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upward trend in the female/male earnings ratio. Our provisional conclusions with regard to gender,
therefore, are that changes in the type of women’s employment, their further involvement in different
sectors of the economy previously confined to men, and the decrease in both vertical and horizontal
segregation account for the decrease in the gender gap that took place in the fifty years here
analysed.

Conclusions

Including female earnings in the measurement of inequality not only allows us to look at the
evolution of female workers’ experiences within the context of the whole economy, but also
improves the estimate of true wage dispersion. Excluding women from the analysis would have
underestimated inequality in the economy by more than 20 per cent. Similarly, the paper has shown
that it is important to take into account earnings arising from piecework, for the nineteenth century
witnessed a transition to the factory and to daily wages that had profound effects on workers’ wages
and earnings inequality. Finally, acknowledging women’s heterogeneous working experiences is
crucial to get a better understanding of the evolution of family earnings.



New Researchers - Session I / B

43

The myth of a more humane French path of industrialization:
measuring the biological standard of living in Mulhouse and

the Alsatian countryside, 1780-1920
Laurent Heyberger, University of Belfort-Montbéliard

(email: heyberger@voila.fr)
Supervisor: Professor Jean-Pierre Dormois

The anthropometric history of France started with E. Le Roy Ladurie in the early 1960s23 but was
soon taken over by les Anglo-saxons, most notably Rick Steckel and John Komlos.24 A particular
point of interest of the new anthropometric history has been the impact of industrialization on the
biological standard of living and on the traditional equilibrium between cities and their rural
hinterland. Rapid urbanization during the first phase of industrialization brought about a fall in the
biological standard of living in a number of places, notably Baltimore, Philadelphia, Charleston,
Glasgow, and London (Komlos, 2003, p.12). This fall in average height is generally attributed to a
reduction in caloric intake, most notably in the form of proteins on the one hand, and to an increase
in energy outlays in the form of children’s employment and the proliferation of transmissible
diseases caused by ‘urban disamenities’ on the other (Komlos 1998, Steckel 1998). The
anthropometric history of the ‘first industrial nation’ has naturally served to chart these
developments (Floud, Gregory & Wachter, 1990).

Another side to French exceptionalism?

Despite Anglo-French comparisons having been a staple of economic history since time
immemorial,25 few scholars have yet attempted to illuminate with anthropometric data the oft-
debated question of ‘in what respect was England first?’. This turn of events is partly due to French
historians having deserted the field of anthropometric history in the late 1970s. It is all the more
surprising since French archives conceal the world’s largest continuous anthropometric database.
Research published recently by M.A. van Meerten and D.R. Weir has partly filled this gap; it has
used aggregated data (by département) to compute a national trend for age cohorts 1784-1902
(extrapolated on GNP after this date by van Meerten). This national trend tends to confirm the
existence of a peculiar French ‘path of industrialization’: unlike most early industrializers France did
not undergo a fall in average male height during the nineteenth century and lagged markedly behind
in the first half of the twentieth.

23 See Le Roy Ladurie, 1969, 1971. This author’s pioneering work was continued by only oneM+%£7Y of his students,
see: Soudjian, 1979 which focused on anthropological of the French 19th Century conscript.

24 See among other Steckel, 1979, Komlos, 1989.
25 For a recent examination of comparative economic performance in the 19th Century see Dormois, 1997.
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Figure 1: Change in average height among Dutch and Frenchmen, 1784-1920

Stature des Français et des Néerlandais,
cohortes de naissance 1784-1920
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Netherlands: J. W. Drukker, V. Tassenaar, 1997.

This odd pattern – compared to neighbouring countries over the same period – is complemented by
the positive correlation observed, for the nineteenth century, by D.R. Weir, between the extent of
urbanization and the biological standard of living on the basis of data by département. France again
stands out as an exception: urban living conditions do not appear to have deteriorated during the
country’s “industrial revolution” especially vis-à-vis the countryside where living conditions, as
reflected by average stature, remained weighed down by widespread destitution. According to
Steckel and Floud, France enjoyed the singular privilege of first undergoing industrialization without
massive urbanization and then urbanizing once public utilities and services had improved the living
conditions of city-dwellers considerably (Steckel and Floud, 1997, p.436). However, Weir’s
correlations face a grave risk of ‘ecological fallacy’ insofar as the link between height and
urbanization is established at the départemental level. Particularly tall draftees coming from a rather
urbanized département were not necessarily city-dwellers; besides, they may have owed their tall
stature to the prosperity of nearby rural areas while at the same time, by contrast, shorter men could
very well have been more numerous in the cities and towns of the said département.

In order to clarify the apparently paradoxical relationship between French urbanization and
biological standards of living, the analysis must proceed from individual data. Given one particular
region, was the biological standard of living in rural areas systematically inferior to that of urban
areas? Could the influx of the rural poor into the cities account for the receding average height
exhibited by conscripted young men who were typically enlisted in towns (seat of the recruiting
authorities)? Besides, even in the absence of mass migrations, the structural effects on employment
induced by industrialization could perhaps explain falling stature. Thus, even if one notices a fall in
the average stature of young men enlisted in towns, this might not necessarily mean that this was due
to a deterioration of urban living conditions.

The deterioration of the biological standard of living in Mulhouse and its roots

Mulhouse, the «Manchester français» as it became known, presents a prime case – even if it can be
regarded as borderline in France given its precocity and swiftness – for studying the effects of
urbanization cum industrialization on welfare. The city was among the handful of urban centres in
France which underwent a deep transformation as a result of the development first of the textile
industry from the 1780s onwards and later of mechanical engineering in the early 1800s. The rural
district selected to serve as a counterpart to urbanizing Mulhouse is that of Sélestat, halfway between
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Colmar and Strasbourg. The military archives yielded about 111,000 individual files of military
conscripts coming from either the urban and the rural districts and born between 1780 and 1920.26

Figure 2: Population growth in Mulhouse and Manchester, 1798-1866 (index 100 in 1831)
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For the eighteenth century evidence points to Mulhousiens being typically taller than out-of-towners.
Starting in the 1790s, however, the biological standard of living of the former began to deteriorate
and this proceeded until the generation born in 1859. In this 7-decade period urban residents lost
around an inch (2 to 3 cms). From 1843 onwards they were on average shorter than rural residents
(figure 3).

Figure 3: Average height in Mulhouse and rural district (Sélestat), birth cohorts 1780-1859 (N =
55,748)

Height in Mulhouse and Selestat district,
birth cohorts 1780-1859 (N = )

1843

161

162

163

164

165

166

167

168

169

1780 1788 1796 1804 1812 1820 1828 1836 1844 1852

Mulhouse Selestat district

26 For a more extensive presentation of the sample and the methodology used see Heyberger 2004.
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This fall in height cannot be explained by a massive influx of shorter migrants trying to escape rural
destitution. Oddly enough, however, the average stature of native Mulhousiens appears to be
identical to that of those born out-of-town over the entire period 1822 to 1920. Migrations, however
important in this period, cannot therefore account for the steady decrease in stature observed over 70
years. Rather, an alternative culprit could be the multiplication of low paid, low skill jobs generated
by the first wave of industrialization. As table 1 illustrates draftees drawing a relatively smaller pay
cheque in the textile industry were generally shorter than their comrades working in metals. The
development of the textile industry could therefore account, at least in part, for the fall in stature
observed among Mulhouse residents in this period.

However, a dynamic analysis of occupations in the Mulhouse sample shows that structural
change, far from playing in favour of a shortening of average height was instead generally favourable
to its elevation. Firstly, from the late 1830s onwards the share of textile workers in the sample fell to
the benefit of metalworkers who were on average taller (figure 4).

Table1: Stature of conscripted young men from Mulhouse by profession
(age cohorts 1822-1850, N= 4,204)

Profession average height N
(cm)

Piecer 159.95 278
Spinner 165.07 953
Weaver 166.09 1,217
Cylinder printer 167.73 106
Average textile workers 165.11 2,554
Tinplate worker 164.18 149
Caster 165.59 186
Boilermaker 166.50 135
Iron turner 166.55 288
Locksmith 166.61 574
Fitter 167.08 140
Engineer 169.21 178
Average engineering 166.58 1,650

Figure 4: Textile and metal workers as a proportion of annual drafts 1816-59
(ten-year moving averages for 1816-1825 to 1833-1842)
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Secondly, the multiplication of white-collar jobs (particularly in commerce) also played in favour of
an increase in the height of city-dwellers. The only alternative left is that this fall can be explained by
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the deterioration of caloric intake and a rise in the prevalence of infectious diseases at a time when
the city was steadily expanding and real wages remained stagnant. Even after the city gained access
to the embryonic railway network (1841) thereby making its provisioning easier, the average height
does not pick up: with additional downward pressure from in-coming out-of-towners, urban wage-
earners found it as difficult as earlier to make ends meet and in particular to purchase protein-rich
food for their offspring.

Obviously living conditions deteriorated in the ‘French Manchester’ in the first half of the
nineteenth century. It is worth noting, however, that the average height of newcomers was, except for
a few exceptional years, always lower than that of the natives. How unfavourable was the industrial
town compared to the countryside for the maintenance of satisfactory living standards?

Short natives vs. taller out-of-towners

Obviously the rural poor were attracted to the burgeoning industrial town. But their lag in average
height could be traced to the higher level of instruction exhibited by native Mulhousiens who were,
as a result, more at home in an urban environment and in a position to obtain better jobs. What is at
stake here is the influence, positive or negative, of this environment upon the physical development
of draftees during their childhood. The observed gap could be the outcome of a systematic bias
induced by a composition effect – i.e. due to differences in occupation and earnings. In order to test
this proposition one must split the annual draft into two socially identical groups, one made up of
Mulhouse natives, the other of young men born in the nearby countryside but both having spent their
adolescence in town in similar circumstances until age 20 when the recruiting committee measured
their height.

The record shows that the nineteenth century town harmed the biological standard of living of
urban residents during their childhood and teenage years: the spinners and day-labourers born in the
countryside but settled in town in adulthood were taller, ceteris paribus, than their fellow draftees
working the same jobs but born in town (figure 5).

Figure 5: Average Height in Mulhouse, by place of birth, (age cohorts 1822-1920
N = 34,565)

Roles Reversed: the revenge of the urban residents

From the birth cohort of 1859 onwards, the trend was reversed: the stature of urban residents picked
up and rose until the birth year 1920. Over the same period the biological standard of living of rural
peasants also improved but it underwent a temporary deterioration for the cohorts born between 1854
and 1887. This 30-year period tallies almost exactly with the ‘great depression’; the observed
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deterioration could then be assigned to a momentary deterioration of peasants’ diet, itself the result
of the distortion of trade flows induced by the opening of the regional market to outside competition.
The measured height of draftees resumed its upward trend in the 1890s and early 1900s reaching
unprecedented gains. It appears much sharper than the national trend established by Weir and van
Meerten. Their rather uniform description based on national averages does even out major regional
variations.

Furthermore, the height of urban residents rose faster during this period than that of their rural
counterparts: the post-1890 Mulhouse generation caught up rapidly and those born after 1910 went
on to overtake the out-of-towners. Obviously the improvement in the provisioning of the city (the
milk supply especially) combined with dramatic advances in sanitation as well as sharply rising
industrial wages account for the Mulhousien’s new-found superiority. Henceforward industrial
workers born in the city were ceteris paribus27 taller than their colleagues born in the countryside.
Obviously the improvement of stature of conscripted young men was heavily dependent upon the
material circumstances experienced during their young age. In addition, late nineteenth century
structural change in the form of a multiplication of white-collar jobs played in favour of rising
statures. Thus industrialization, after having been a curse for most of the century eventually turned
out to represent an asset in the determination of the biological standard of living.

Figure 6: Average heights in Mulhouse and Sélestat district
(birth cohorts 1860-1920, N =55,582)

Height in Mulhouse and Selestat district,
birth cohorts 1860-1920 (N = )
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Conclusion

The web of complex interrelationships between urbanization, industrialization and welfare does not
appear to have produced in Mulhouse different outcomes from those observed in other cities
undergoing a similar process of transformation (Williamson, 1990). True, the persistence and even
development of rural industries spared large swathes of the country the ‘horrors of industrialization’–
as the Webbs would have put it – during the first half of the century. As long as new industries
settled in small communities, the damage done to the living environment of their members remained
limited. In this regard the Sélestat district present a typical instance. Conversely, life was made much
more miserable for those who congregated “like rats in a bag” (to quote Beatrice Webb again) in the
largely improvised industrial centres of the North of England or France. Unfortunately for those who

27 i.e. for identical professions and hence similar wage rates.
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paid in terms of a diminished standard of living, this was also the case for Mulhouse. It uncovers
supposed French maintenance of tall statures in the face of urbanization as being a statistical illusion.
When gauged at the proper (i.e. individual) level, urban living conditions in France until the 1860s
sound no less ghastly than in other parts of the world. The screening of individual data also identifies
the sources responsible for the fall in average height. In this regard material living conditions appear
paramount in explaining the ups and downs of average stature. Far from having been one-sided the
implications of urban residency for personal welfare changed over time. Here, as elsewhere, the
disregard for the observation of individual itineraries and timetables can lead to wild and unfounded
generalizations.
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Winning the local vote: the changing geographies of
constituency campaigning in late nineteenth century British

General Elections
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Introduction

The late nineteenth century was a crucial period in the evolution of British political finance. In the
period before the general election of 1880, bribery and corruption were both widespread and hugely
expensive, while the costs of electioneering were also large. Although some initial steps had been
taken in 1854 and 1868 to legislate against the prevalence of corruption and other illegal practices,
such as treating and intimidation, concern with corruption habits reached a peak during the 1880
parliamentary election campaign, a contest which is widely considered to be one of the most
expensive in British electoral history. As a result of these concerns the Corrupt and Illegal Practices
Act was passed in 1883, making Britain the first country to enact legal regulations governing the
expenditure of political parties.1 As well as introducing a ceiling for campaign spending by
candidates in each constituency and placing limits on the sorts of expenditures allowed, it also
required every candidate to provide a detailed return of their costs during the election campaign.

These can be used to cast light on a hitherto neglected area in the historiography of British
political finance – that of constituency campaigning. To date the literature has mirrored
contemporary concerns in its emphasis, focusing on two main areas: political corruption and the
sources of funding among parties and politicians, as well as, to a lesser extent, the cost of standing
for parliament and the rewards for patrons providing donations to the central funds of parties.2 The
consequences of the 1883 Act, however, make a focus on constituency campaigning particularly
significant. Firstly, the legislation was an important influence on the processes of political
modernization apparent during the late nineteenth century. In particular, the hardening of the party
system into a two-party mould, replacing the previously informal party groupings, stimulated the
growth of professional constituency-based organizations, responding and reporting to an increasingly
influential central office. Secondly, and related to this, was the growth in expectation that parties
would contest every seat, even if it were unwinnable. As a result parties became increasingly
strategic in their use of funds, seeking to divert them to seats in which they had the greater chance of
winning. This paper traces the modernization of political finance in late nineteenth-century Britain
by examining the development, geographies and impact of constituency campaigning.

Total Campaign Expenditures

Over the last 150 years the amounts spent on election campaigns in Britain have decreased
substantially. This decline has occurred in three main stages, as shown in figure 1 in which all
expenditure amounts have been indexed to 2002 to allow for easier comparison. The first stage runs
from around the time of the passage of the Second Reform Act in 1867 through to the start of World
War One and was characterized by expenditure levels which, on average, exceeded £70 million per
election campaign. The implementation of the 1883 Corrupt and Illegal Practices Act had an
immediate impact on campaign spending, reducing the amounts spent from over £100 million during

1 On the history of legislation to prevent corrupt and illegal practices see I. Machin, The Rise of Democracy in Britain,
1830-1918 (Basingstoke, 2001).

2 For example, see: W.B. Gwyn, ‘The nature and decline of corrupt election expenditures in nineteenth-century Britain’,
in A.J. Heidenheimer (ed.), Political Corruption: Readings in Comparative Analysis 2nd ed. (New Brunswick NJ,
1978), pp. 391-403; R.M. Coats & T.R. Dalton, ‘A note on the cost of standing for the British parliament: 1852-
1880’, Legislative Studies Quarterly 17 (1992), 585-93; B. McGill, ‘Glittering prizes and party funds in perspective,
1882-1931’, Bulletin of the Institute of Historical Research 55 (1982), pp.88-93.
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the 1880 general election, to a little over half of this during the next election in 1885. Its impact was,
however, short-lived, because thereafter costs began to steadily increase once again, rising to almost
£90 million for the January 1910 general election. The second phase runs from the end of World War
One through to around the general election of 1992, and is characterized by a gradual decline in
campaign costs to under £20 million, one-quarter or less of the amounts spent in the late nineteenth
and early twentieth centuries. The general elections of both 1997 and 2001 have, however, seen
increased levels of expenditure as election campaigns have become more sophisticated and
dependent on the use of resources other than the voluntary labour of party activists.

Figure 1: Total campaign expenditure at British general elections, 1857-20013
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During the period between 1880 and 1900 – the focus of this paper – over 90 per cent of all
campaign expenditure in Britain occurred in England, with two-thirds of this being spent in county
constituencies. Although it was no more expensive for a candidate to run in an English constituency
compared to one in Scotland or Wales, those standing in county constituencies could expect to spend
at least twice as much as those in borough seats (£72,751 as compared to £38,358 in 1885, for
example). The exact cost of fighting a constituency, however, varied according to three main factors:
the length of the campaign, its character (the degree of competition a candidate faced, for example)
and, in the absence of central party funding, the depth of the candidate’s purse and the amount of
voluntary assistance he could call upon.4

3 Collated from: M. Pinto-Duschinsky, British Political Finance, 1830-1980 (Washington D.C., 1981), p.27; R.J.
Johnston & C.J. Pattie, ‘Great Britain: twentieth century parties operating under nineteenth century regulations’, in
A.B. Gunlicks (ed.), Campaign and Party Finance in North America and Western Europe (Boulder CO, 1993),
pp.123-54.

4 Further details on variations in constituency campaign expenditure can be found in: W.B. Gwyn, Democracy and the
Cost of Politics in Britain (London, 1962), p.94; H.J. Hanham, Elections and Party Management: Politics in the
Time of Disraeli and Gladstone 2nd ed. (Hassocks, 1978), pp.249-61.
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Figure 2: Expenditure per elector and per vote, 1857-2001
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The decline in overall campaign expenditure during the late nineteenth century was mirrored by a
gradual decline in the amounts spent per elector and per vote (figure 2). At their height in 1868
candidates spent almost £40 per elector and £60 per vote on average, although by 1885 the two were
much more closely aligned as turnout amongst the registered electorate rose, with the result that they
were generally less than £20 each. Such a trend runs counter to what might be expected: that as the
electorate expanded in size during the nineteenth century, campaign expenditure might also be
expected to rise as a consequence of the cost of communicating with greater numbers of voters.

Campaign Spending

The fact that this did not happen may be accounted for by examining what the money itself was spent
on. As a result of the 1854 Corrupt Practices Act itemized accounts of constituency election
campaign expenditure had to be submitted to election auditors, an obligation which was subsequently
reinforced by the 1883 Act which required them to be reported in much greater detail. These returns
have been used to compile table 1 (below) which provides an itemized breakdown of constituency
campaign expenditures during the later nineteenth century, with expenditure in each category
expressed as a percentage of the total spent. The majority of campaign costs were the result of three
particular areas: Election Agents, printing (a category which also included advertising, stationery,
postage and telegrams) and meeting the charges levied by Returning Officers for conducting the
election.

Table 1: Candidates’ election expenses (as % of total expenditure), 1880-955

1880 1885 1886 1892 1895
Agents 39.3 25.4 24.6 23.7 23.1
Clerks & Messengers - 9.7 9.4 9.4 9.3
Printing 20.8 26.2 30.6 30.9 31.8
Public Meetings - 2.7 1.1 1.9 1.6
Committee Rooms - 3.1 2.7 2.9 2.8
Miscellaneous Matters 34.2 6.3 6.1 7.0 6.8
Personal Expenses - 4.8 3.8 4.6 4.9
Returning Officer’s Charges 5.7 21.8 21.7 19.6 19.7

5 The official returns for the 1880 general election included amounts spent on Clerks and Messengers, Public Meetings,
Committee Rooms and Personal Expenses in the total for Miscellaneous Matters. This accounts for the much higher
total for the latter categories at this election.
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Although expenditure on some items, such as clerks, miscellaneous expenses and the Returning
Officers charges remained stable throughout this period, there were some significant changes in the
amounts spent on other campaign costs. Firstly, there was a decline in the sums expended on
retaining Election Agents across each constituency, from over 40 per cent of all costs in 1880 to
under one-quarter in 1895. These were typically local solicitors whose main purpose was to ensure
that voter registration lists were maintained and to challenge the eligibility of voters added by an
agent acting for an opponent.6 This is indicative both of the substantially increased electorate after
the passage of the Third Reform Act – with the consequence that attempts to control the make up of
the electoral register became both unmanageable and pointless – and also the increasing
professionalization of election management, with professional agents replacing the retained
networks.

More significant was the increase in the amounts spent on printing, particularly in light of the
decreased sums spent on public meetings and committee rooms, during the same period.  As a
proportion of all expenditure, printing accounted for around one-fifth in 1885, a sum which had risen
to almost one-third by 1895. This was an evolution lead by Conservative candidates, rather than
those standing as Liberals.7 The increased use of election advertising – handbills and pamphlets, for
example – was a highly effective means of reaching out to the mass electorate, communicating a
candidate’s message to a much wider audience than public meetings. It also, however, facilitated the
disciplining of the new, mass electorate, by separating candidates from the public political arena,
hitherto symbolic of nineteenth century electoral contests, and allowing the transmission of
increasing crafted political messages. Indeed, as Vernon argues, print was used to: “reconstitute the
public political sphere in an ever-more restrictive fashion, excluding groups believed to be
‘irrational’ like women and the illiterate poor from public political debate”.8 The modernization of
campaign spending could therefore have two faces: a greater ability to reach out and communicate
with the electorate while simultaneously reinforcing the exclusion of particular sections of society
from the political arena.

The Geography of Local Campaigning

This transformation in campaign spending was accompanied by an increasingly rational distribution
of local campaigning efforts, a trend that can be mapped by using campaign expenditure as a
surrogate measure of campaign intensity.9 Prior to 1883 candidates spent near to, and in some cases
in excess of, the maximum allowable amount in almost all constituencies. Often this was regardless
of the popular vote margin between those standing and their chances of winning; in many cases this
can be attributed to the expectation that parties would make a showing in all constituencies,
regardless of their chance of winning.

During the 1885 general election and the three subsequent ones, however, candidates spent
only between 75 and 85 per cent of the maximum allowed on average during their campaigns,
underscoring a move towards an increasingly strategic local campaign effort. Figure 3 shows the
relationship between campaign intensity and expenditure in each of the county constituencies in
England and Wales at the 1892 general election. Typical of other electoral contests between 1885
and 1895, it demonstrates the extent to which the vigour of the contest determined the amount spent
trying to win it: the closer the contest, the greater the campaign funds spent.

6 See, for example, Hanham, Elections and Party Management, pp.233-48.
7 This is based on a party-by-party analysis of expenditure, the results of which are not shown here.
8 J. Vernon, Politics and the People: A Study in English Political Culture, c.1815-1867 (Cambridge, 1993), p.105.
9 As in, for example, C.J. Pattie & R.J. Johnston, ‘The value of making an extra effort: campaign spending and election

outcomes in recent British general elections – a decomposition approach’, Environment and Planning A 28 (1996),
2081-90.
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Figure 3: Relationship between campaign intensity and expenditure, 1892 general election
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Within this general pattern, however, there were important variations between Conservative and
Liberal candidates. It would be expected that campaign funds would be directed to, firstly, those
seats that the incumbent hoped to retain, and secondly, those where the margin of victory at the
previous election was small. As a result, sitting candidates should spend more defending marginal
seats than safe seats and, similarly, challengers should spend most where they had a chance of
winning.10 Figures 4 and 5 show the amount spent by Conservative and Liberal candidates
respectively according to the competitive situation at the 1895 general election. In each, ‘margin’ is
measured in percentage points: if the party held the seats at the previous general election in 1892, it
is the difference between its percentage of the vote and that of the second-placed party, and is a
positive number; if the party did not hold the seat, it is the difference between its percentage of the
vote and that of the incumbent party, and is therefore a negative number.

Figure 4: The relationship between Conservative candidate spending and vote margins at the 1895
general election

10 R.J. Johnston, I. MacAllister & C.J. Pattie, ‘The funding of constituency party general election campaigns in Great
Britain’, Environment and Planning C 17 (1999), p p.391-409, p.394.
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Figure 5: The relationship between Liberal candidate spending and vote margins at the 1895
general election

The two show contrasting geographies of campaigning in individual constituencies. Typically,
Liberal candidates expended little effort in trying to win seats that were heavily Conservative, but up
to 60 per cent of the maximum amount allowed in marginal Conservative seats. More significant
efforts were made to defend seats in which Liberal members were the incumbents, where candidates
spent up to 80 per cent of the maximum scale allowed by the 1883 Corrupt Practices Act.
Contrastingly, Conservative candidates expended significant efforts in trying to win Liberal seats,
irrespective of the margin between the two parties. In particular, they spent much less than their
Liberal counterparts on, firstly, attempting to win very marginal constituencies and, secondly,
defending seats in which they were the incumbents.

The Impact of Local Campaigning

So far this paper has suggested that there was a modernization of electioneering during the late
nineteenth century, involving a transformation in how campaigns were communicated and a shift
towards an increasingly strategic targeting of campaign funds. Recent studies have suggested that the
national campaign is all-important during modern elections, with local canvassing efforts of little or
no importance.11 Yet, with the absence of any national campaigns before World War One, local
campaigning was the central feature of any general or by-election.12 Constituency election contests
during the nineteenth century are commonly portrayed as events of great symbolic importance,
imbued with public spectacle, but ultimately decided by local interests, deferential voting and
established party loyalties.

It is, however, possible to test this notion by assessing the impact of constituency-level
campaigning, again using the amount spent on the local campaign as a surrogate measure for the
intensity of the campaign. By regressing the change in each of the two parties’ share of the vote
between three separate pairs of elections against spending, for Conservative-held and Liberal-held
seats, it is clear that the more each of the two parties spent on campaigning in a constituency, the
greater the increase in their popular vote share. This was, however, a gradual process, barely
noticeable in 1885, but much more pronounced by 1895. In addition it was not a uniform trend:

11 For example, the Nuffield Studies on British general elections. As a counter to this see studies which suggest that the
more that is spent in a constituency by a party the better its results: C.J. Pattie, R.J. Johnston & E.A. Fieldhouse,
‘Winning the local vote: the effectiveness of constituency campaign spending in Great Britain, 1983-1992’,
American Political Science Review 89 (1995), pp.969-86; Pattie & Johnston, ‘The value of making an extra effort’.

12 See, for example, P.F. Clarke, Lancashire and the New Liberalism (London, 1971); Hanham, Elections and Party
Management, pp.191-232.
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Liberal candidates experienced the reward for a more strategic deployment of campaign efforts
before their Conservative counterparts.

Secondly, the impact of constituency campaigning can be seen through the effect of local
canvassing efforts on voter turnout. The Third Reform Act forced parties to reach out to the
electorate more than ever before to canvass for support, with the creation of a mass electorate
ensuring that candidates could no longer rely on established party loyalties and deferential voting to
deliver the required votes. There is considerable evidence from post-World War Two elections that
because people are more likely to vote when they have information about the contest and its
participants, the more the parties try and encourage them to turn out through intensive local
canvassing efforts. As a result, turnout should be highest where the parties campaign hardest.

To test whether the same relationship existed during late nineteenth-century campaigns,
figures 6 and 7 relate turnout at the 1885 and 1895 general elections respectively to the amount spent
on campaigning by the winner and runner-up together for each contested constituency in England
and Wales. Initially, as figure 6 shows, there is no evidence of a relationship between the two
variables in 1885. Irrespective of the amounts spent on local campaigning, constituency turnout
levels remained between 70 and 90 per cent. In addition, as the trend line suggests, variations in
campaign intensity had no impact on turnout. By, 1895, however, a much stronger relationship
between campaign intensity and turnout had begun to emerge (figure 7). Voter turnout was much
more varied across the constituencies and, more significantly, it is clear that it was higher where the
parties spent the most on local canvassing.

Figure 6: Turnout in England and Wales according to amount spent on campaigning, 1885
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Figure 7 : Turnout in England and Wales according to amount spent on campaigning, 1895
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Conclusion

During the late nineteenth century constituency campaigning became increasingly sophisticated.
Although the overall sums expended during general election campaigns declined significantly,
candidates became more efficient and rational in terms of how money was spent and what it was
spent on. In particular, there was an increasing tendency towards geographical targeting of campaign
funds at general elections during this period. The consequence of this was that expenditure made a
much greater impact on constituency contests, both in terms of the performance of a candidate in the
popular vote and encouraging greater voter turnout.
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The British co-operative movement as a consumer pressure
group, 1914-45

Nicole Robertson, University of Nottingham
(ahxnlr@nottingham.ac.uk)

Supervisor: Professor Chris Wrigley

The co-operative movement is the biggest consumer wholesale/retailing organization in the world –
but it is more than this.  In its role as a consumer pressure group, it consciously represents consumer
interests, especially those of the working classes.  The development of consumer pressure groups has
been a feature of twentieth century western society, and the work of Ralph Nader and the
Consumers’ Advisory Council are well documented.  Yet the co-operative movement’s efforts to
promote the interests of consumers, whether co-operative members or not, has largely gone
unreported and unrecognized by academic writers.  Within labour history literature, the co-operative
movement has been neglected compared with the amount of research on the Labour Party and trade
unions.

Those who have written about the co-operative movement have not focused on its role as a
consumer pressure group.13 Although Thomas Carbery’s work on the Co-operative Party does
contain a chapter on consumer affairs, this mainly discusses developments during the 1950s and
1960s.14 Later writers have mostly overlooked the Co-operative Party’s work as a consumer
pressure group. For example, R.T. McKenzie, who was writing about political parties, sidestepped
this aspect, commenting that the ‘work of the Co-operative Party cannot be dealt with in detail’ and
so only referred to it ‘in its relations with the Labour Party’.15 In his work on British pressure
groups, J.D. Stewart emphasised the importance of the Co-operative MPs as representatives of a
pressure group which scrutinized legislation, defended the rights of the consumer, and ensured that
the voice of the organized consumers was heard.16 However, he focused upon the Co-operative
Party’s organization and structure rather than the effectiveness of its campaigns.  Yet the Party’s
work in this area deserves attention.

The co-operative movement’s organizers, its members and at least some of its working class
customers very much saw the co-operative movement as a defender of consumer interests. In the
early nineteenth century the movement had provided wholesome, not adulterated, food and had been
a safeguard against high monopoly prices by shopkeepers.  In the first half of the twentieth century it
provided fair prices and services in urban areas suffering wartime scarcities and also support for
miners’ families during major disputes (1912, 1921 and 1926).  Its literature, both national and local,
was very explicit on its self-perception as a consumer pressure group.

This paper examines what the movement attempted to achieve and how effective it actually
was during the 1914-45 period, in both war and peace.  It incorporates a discussion of the nature of
campaigns at a local level (focusing on three Midland societies – Birmingham, Kettering and
Nottingham).  The movement’s work during two world wars is investigated.  For peacetime, the
discussion centres on the Co-operative Party’s campaigns to secure legislation to defend the position
of the consumer, the movement’s role in the building of more working-class housing, and the co-
operative retail stores commitment to defending the consumer against “commercial dictatorship”.

Initially, it is appropriate to investigate the movement’s work during the First World War.
The War Emergency: Workers’ National Committee (WNC) was founded in August 1914 in order to
‘mitigate the destitution which will inevitably overtake our working people whilst the state of war

13 For example, Jack Bailey, The British Co-operative Movement (London, 1960), Arnold Bonner, British Co-operation
(Manchester, 1970) and G.D.H Cole, A Century of Co-operation (Manchester, 1944).

14 T. Carbery, Consumers in Politics, (Manchester, 1969).
15 R.T. McKenzie, British Political Parties, (London, 1963), p.529.
16 J.D. Stewart, British Pressure Groups (Oxford, 1958), p.182.
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lasts’.17 Representatives of both the Co-operative Union and the Co-operative Wholesale Society
were appointed, and played an important role in actively promoting and protecting the interests of
working-class consumers, with the WNC benefiting from the movement’s knowledge and
experience.  For example, in 1917, the WNC urged the Government to adopt a system of registration
of sugar consumers by the various retailers in the country, so that scarce supplies could be shared out
fairly.  This campaign was strengthened by the fact that many co-operative stores had already
successfully taken such steps.  In January 1918, the National Sugar Rationing scheme (a scheme very
similar to the one submitted by the WNC) was adopted.18

In addition to the contribution made by co-operative representatives on the WNC, the Co-op
also carried out its own work to protect and promote the consumer during wartime.  There is
evidence to suggest that within some localities the co-operative movement was identified by
consumers as a key organization defending their interests.  Julia Bush’s work on East London
highlights how co-operators’ demands for full state control of the food supply gained much public
support.  This notion is supported by the Co-op’s work in the Midlands.  Here public meetings were
organized to give ‘an emphatic protest in respect to the inequitable distribution of foods’.  The
Birmingham society were concerned about inequitable food supply and the absence of a
comprehensive Government rationing scheme, and so instituted its own rationing system to ensure a
fair share of available supplies.19

The Co-op was also concerned with stabilizing the price of essential commodities, and
campaigned against deliberate profiteering on foodstuffs during this war.  In the co-operative stores
prices were modified in the interests of the people, as the retail prices of Co-op products were not
advanced in the same ratio as the rise in wholesale prices.  The Co-op claimed that only in its stores
was it possible ‘to buy food and other necessaries at the bare cost of production and distribution’.20

To a certain extent, the consumer was able to avoid monopolist prices by purchasing through a co-
operative store, for ‘even where the advertised prices obtaining in the general market are charged the
purchaser receives a varying rebate in the form of dividend’.21

The Co-op’s role as a consumer pressure group did not cease at the end of the First World
War.  It continued to play a prominent part during the interwar years with the work of the Co-
operative Party. In 1917, the movement decided to seek direct representation in Parliament.  This
decision to overturn its past stance of political neutrality was prompted by a number of factors. One
such factor was that it felt that during the war its ability to defend and promote consumers’ interests
was limited, as it did not have a political presence. 22

One aspect of the Co-operative Party’s work was to campaign to give statutory effects to
practices in the interests of the consumer that were already in use by the movement. For example,
selling tea by its net weight was long-standing practice in co-operative stores, and in 1922, against a
strong attempt by the trade to maintain the practice of gross weight packing of tea, co-operative
pressure was instrumental in the passing of the Sale of Tea Act. The Party also worked in Parliament
to improve legislation that protected the vulnerability of consumers, especially the poor, from
business malpractice.  In 1926, Co-operative MPs fought for the introduction of the Sale of Food
(Weights and Measures) Act, which replaced an earlier 1878 Act.23

17 Arthur Henderson, in Chris Wrigley, Arthur Henderson (Cardiff, 1990), p.78.
18 Co-operative Congress Report (CCR), 1918, p.307.
19 T. Smith, The Story of the Birmingham Co-operative Society (Birmingham, 1951), p.26.
20 Co-operative Wholesale Society Peoples’ Year Book, 1916, p.515.
21 Ibid, p.517.
22 Other important factors which played a role in the decision to enter politics were the Excess Profits Tax, and the ratio

of Co-operative employees called for military service compared with employees in the private sector.  On these
points, see S. Pollard, ‘The Foundation of the Co-operative Party’, in A. Briggs and J. Saville, Essays in Labour
History 1886-1923 (London, 1971), pp.185-211, and Tony Adams, ‘The Formation of the Co-operative Party Re-
considered’ International Review of Social History, XXXII (1987), pp.48-68.

23 A.V. Alexander, The Business Value of Political Action to the Co-operative movement (Manchester, 1928), p.5 and R.
Cranston Consumers and the Law (London, 1978), p.263.
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The Party campaigned for improvements in the hygiene and safety of foodstuffs, and these
measures were promptly put into practice by the trading side of the movement within the localities.
For example, in 1923, the Party successfully campaigned to alter the pasteurization regulations of
milk. It was feared that ‘a half-inch cube of milk might contain anything when received – from eight
thousand to three million germs’.24 The local societies emphasised how they were at the forefront of
providing high quality, “clean” milk.  The Nottingham Society opened a dairy in 1923, and proudly
boasted that the hygienic standard was ‘one of the main causes of the Society’s capture of the bulk of
the city’s milk trade’.25 Results of milk samples that had been tested by the local health authorities
were published in the local co-operative magazines to show the “purity and quality” of milk sold in
the local stores. Work was also undertaken to educate consumers on the importance and advantages
‘from a hygienic stand point’ of pasteurized milk.26

During the interwar years, in addition to the accomplishments of the Co-operative Party, other
parts of the movement carried out important work on behalf of the consumer. The Co-operative
Union had a particular interest in working-class housing, and this formed an important element in
promoting the interests of the working-class consumer. It was very critical of Government delays in
building houses for the working classes and, in 1919, protested against delays in the reconstruction
of housing accommodation, demanding that ‘the work of erecting healthy and commodious houses
for the people be proceeded with at once’.27 This was a prominent issue within the localities; for
example, in Birmingham local co-operators called for ‘houses, not rabbit-hutches’.28

The Co-operative’s role, however, was not simply limited to criticizing government policy.  It
also played a proactive part in implementing various Government housing programmes.  In some
areas of the country, the co-operative building departments were the first to complete the erection of
houses under Governmental schemes, and their promptness and enterprise received the
commendation of the Ministry of Health.29 The societies also provided mortgages.  In Kettering, by
1933, over 700 members owned their homes through this section of the Society’s activities, and the
society regarded this as ‘a very commendable form of thrift’.30

The movement, as a business organization protecting the consumer from commercial
exploitation, resisted what it termed the “manifestations of capitalist exploitation” (i.e. adulteration
and overcharging), and instead used its power of association to satisfy rather than exploit the needs
of the great mass of consumers. During the interwar period, the movement spoke out against Trust
and Combines as a menace whose purpose was to restrict competition and control prices.  Local co-
operative societies prided themselves on providing high quality, “pure” goods at low prices.  For
example, the Birmingham society claimed to ‘sell every article and commodity at the same or a
lower price than that charged by competitors, particularly the multiple shops’ and the Kettering
society stated that their goods were ‘at the lowest possible prices and are consistent with TIP-TOP
quality’.  This commitment was given special prominence during years of economic hardship where
emphasis was placed on how the co-operative movement extended the purchasing power of
consumers by keeping ‘prices as low as may be consistent with the supply of pure goods’.31

The movement occupied an important position during the Second World War.  A quarter of
the total civilian population received their main food commodities from co-operative sources.  Local
stores continued to give the dividend on purchases, and advertised this as ‘an advantage not

24 The Co-operative News, 10 November 1923, p.13.
25 F.W. Leeman, Co-operation in Nottingham (Nottingham, 1960), p.60.
26 Birmingham Co-operative Society minutes 10 April 1922 and Kettering Co-operative Society minutes, March and

April 1926.
27 CCR, 1919, p.599.
28 W.J. Chamberlain, Co-operative and Labour candidate, Kings Norton Ward, election leaflet, 1920.
29 See Kettering Co-operative Magazine, November 1924, pp.109-110.
30 Kettering Co-operative Society report and balance sheet, 1933.
31 Smith, p.31, Kettering Co-operative Society quarterly report, April 1924, Birmingham Wheatsheaf, December 1929.
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obtainable elsewhere’.32 However, the movement’s role during wartime was more than simply a
store that supplied people with goods.  Within the localities there were various ways that societies
sought to defend and promote the interests of the consumer. Notably, by protesting strongly against
food profiteering and by keeping consumers updated on rationing developments.33

In contrast to the position during 1914-18, there was direct Co-operative representation in
Parliament during the 1939-45 period.  Consequently, the co-operative movement was able to
provide consumer interests with a platform during Parliamentary debates.  Indeed, A.V. Alexander
(the most influential Co-op MP) was at the forefront of such debates which put pressure on the
Government to introduce a comprehensive rationing scheme.34 The local societies kept members
informed of the Co-op’s work to bring about an improvement in the allocation of foodstuffs, and sent
resolutions to various bodies appealing for the revision of certain rationing schemes.

Yet, while the co-op movement, and many others, perceive the movement as a consumer
pressure group, there was recognition that its aspirations and reality could be starkly different.  Co-
op stores were often far from pristine and did fall foul of public health inspectors.  The Co-op’s own
records also provide recognition of this

There were complaints regarding the quality of co-operative products ranging from selling
commodities in short weight, to “black and dirty” bread, and a bottle of milk that contained a
mouse.35 In the late 1930s, some groups voiced their concerns regarding the organization and ‘old-
fashioned business practices’ of the movement, and thus its ability to promote consumer interests.36

Although its work as a consumer pressure group is not often recognized, this was a function
that the co-operative movement performed during the 1914-45 period.  The lack of recognition given
to this aspect of the movement can, perhaps, be attributed to the fact that the bodies upon which it
worked were not given sufficient recognition.  The former Food Controller J.R. Clynes stated that the
Consumers’ Council (on which Co-operative representatives played an important role) ‘rendered
such service to the country that it deserved more credit than it ever received’.37 Furthermore, the
impact of the co-operative movement was, at times, limited, and consequently for these periods there
is justification for its work being overlooked by later commentators.  Yet, to some extent, the Co-
op’s own business practices defended the consumer’s position against war-time profiteering and also
the monopolies of the 1920s and 1930s.  The movement seemed to have a greater impact during war
(in its role on various committees and councils) than during peace, achieving greater success when
Labour was in office.  However, during the interwar period, the movement did air issues that
concerned consumers and pressed the Government to act, undertaking various campaigns at both a
national and local level to promote consumer interests.

32 Birmingham Co-operative Society minutes, October 7th 1939.
33 For example, informing members of the introduction of free milk for poor householders. See Nottingham Wheatsheaf,

August 1940.
34 See, for example, A.V. Alexander’s speeches in 353 H C Debs. 5s, c.269-304 and c.370-379; 8th November 1939.
35 Kettering Co-operative Society minutes, 1931 and 1933, and Nottingham Co-operative Society board minutes, 1936.
36 See M. Hilton, Consumerism in Twentieth Century Britain (Cambridge, 2003), p.106.
37 J.R. Clynes, Memoirs 1869-1924 (London, 1937), p.237.
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Where backbenchers play: Parliamentary oversight of the
Supply Committee during the first Labour government, 1924
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The ordinary Opposition member is naturally restricted in his capabilities of direct achievement.
As a unit in a Party he helps promote his Party’s general aims and policy. If he had made a special
study of any particular branch of public affairs he may at time be able by speech or otherwise to
influence opinion in the House and even to affect in some degree the action of the Government of
the day.38 Edmund Morel (Lab. Dundee)

Introduction

While the formulation of British naval defence policy during the interwar period has been well
documented over the last four decades, the individual sentiments of members of the House of
Commons and their respective interest groups, as associated with naval defence policy, have rarely
been analysed or given enough weight by historians.39 By tradition, the Cabinet formulated the
nation’s defence policy in conjunction with the respective military services, with the majority party
used to approve the government’s decisions.40 However, this tendency overlooks the views espoused
by many within the House of Commons as a number of the government’s decisions affected the
economies of local constituencies and challenged the beliefs held by many within the House of
Commons. This paper examines the formation of the Royal Navy’s annual Sketch Estimates during
the premiership of Ramsey MacDonald and the opinions and comments of MPs as they debated the
merits of the government’s proposals within the House of Commons.

Naval Expenditures and Treasury Issues, 1924-25

As the Board of Admiralty was preparing the 1924-25 Sketch Estimates, the First Lord of the
Admiralty, Leopold Amery, was advised by Stanley Baldwin that in light of the financial difficulties
facing the budget, he had to find £30 million in savings from ordinary expenses from which the
military services would have to contribute £8.3 million.  In addition, he ordered Amery not to submit
a Naval Estimate figure over £52 million.  Baldwin argued that these cuts were absolutely necessary
as the government was pledged to a policy of sound economy and debt reduction.41

While Amery and the Board of Admiralty began the arduous task of finding £6 million in
reductions, within the Cabinet there were serious disagreements on how to combat the escalating
level of unemployment and balance the budget.  The new Chancellor of the Exchequer, Neville
Chamberlain (Con. Birmingham Ladywood) undertook a broad analysis of the navy and suggested to
Amery that for the prior three years the Navy Estimates had been unnecessarily high.  He argued that
Britain did not face any significant challenges on the high seas thus warranting a reduction which
could be used better elsewhere.42 On 17 January 1924, the Board of Admiralty and Amery were able

38 BPLES, London, Edmund Morel Papers, F2/1/8, Morel to Ogilvie, 16 July 1923.  Hereafter, all references regarding
members’ party identification and constituency can be attributed to Chris Cook’s Sources in British Political
History 1900-1951 Vol. 3 & 4 (Macmillan Press, Ltd, 1977) unless specified otherwise.

39 The following are a few examples of the dozens of articles and monographs published over the last few decades
dealing with the formation of British naval defence policy: Christopher M. Bell, The Royal Navy, Seapower and
Strategy between the Wars (London: Macmillan Press, 2000); Phillips Payson O’Brien, British and American Naval
Power. Politics and Policy, 1900-1936, (Westport: Praeger Publishers, 1998); Stephen Roskill, Naval Policy
Between the Wars, Vol. I: The Period of Anglo-American Antagonism 1919-1929 (London: Collins, 1968).

40 Peter G. Richards, Honourable Members: A Study of the British Backbencher (London: Faber & Faber, 1959), p.91.
41 Public Record Office, Kew (hereafter cited as P.R.O.), T/161/227, Stanley Baldwin to Leopold Amery, 17 August

1923.
42 P.R.O., T/161/227, Neville Chamberlain to Leopold Amery, 28 November 1923.
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to agree an Estimate figure totalling £57.25 million, a figure considerably higher than the £52 million
ceiling ordered by Baldwin back in August.  Despite going over the preliminary ceiling, the revised
Navy Estimates were approved by the Cabinet.43 However, during these critical weeks, Baldwin’s
government lost a vote of no confidence ushering in Britain’s first Labour government. (See
illustration 1)

Illustration 1: Ramsey MacDonald

Source: The Times, 23 January 1924.

Owing to the timing, one of the first projects MacDonald’s Labour Cabinet debated was the future
role of the Royal Navy; as such MacDonald had appointed J.R. Clynes (Lab. Manchester Platting) to
head a committee to study the prior government’s Naval Estimates and take a special look at the
necessity of the Singapore Base which was considered by many within the Labour Party as a tool to
increase tensions in the Far East.  Clynes subsequently recommended that the need for the Singapore
Base posed more problems internationally and domestically than it was worth and recommended
cancelling the programme.  In regard to naval construction, he recommended that the government
continue the previous government’s replacement scheme, but in deference to their party and their
Election Manifesto, he recommended they reduce the figure.44

From the Admiralty, First Lord of the Admiralty Lord Chelmsford advised the new
Chancellor of the Exchequer Philip Snowden (Lab. Colne Valley) that he believed it was possible to
find enough cuts to reach the desired £52 million mark, but the Board disagreed with his assessment
arguing that it would hamper fleet readiness and force a large number of skilled dockyard workers
out of work.45 As a result of Clynes’ recommendations and Chelmsford’s obvious intention to
provide the government with real reductions in naval spending the Cabinet agreed to the laying down
of five cruisers instead of the eight originally proposed by the previous Conservative government in
conjunction with cancelling construction on the Singapore Naval Base.46 The reason why the

43 Churchill College, Cambridge, Leopold Amery Papers, AMEL/7/18, 17 January 1924.
44 P.R.O., CAB 21/24, Cabinet Memorandum, 20 February 1924.
45 Ibid., T161/227, Chelmsford to Snowden, 29 January 1924.
46 P.R.O., ADM 1/8683/131, Minutes on Navy Armaments Limitation, 1924.
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government agreed to build any cruisers was their desire to lower unemployment in the ‘black spots’
located at the Clyde, Barrow and Tyne and the aggressive lobbying by representatives of local trade
unions city mayors.47

Before closing this section, it is important to understand what was taking place across the
Atlantic with the US Navy.  The US Navy found itself beset with the same problems from US
Presidents who also wanted to balance their budgets and viewed military expenditures as taking too
large a portion of their national budgets.  To highlight the changes: in 1923 Congress appropriated
$482,637,200 (£105,379,301) for the US Navy, however, in 1924 Congress reduced this number by
31.7 per cent to $329,712,441 (£71,989,615) which represented the lowest level of spending on the
US Navy since 1916.48

Parliamentary Debate on the Naval Expenditures and Treasury Issues, 1924-25

Upon assuming office, there were many in the public and private sectors concerned about what a
Labour government would mean in relation to fiscal policy, especially when taking into account
what was advocated in their party Manifesto.  These worries were shared by some within the
Commons especially by those MPs who were staunch supporters of the navy, including Sir Arthur
Shirley Benn (Con. Plymouth Drake) who predicted that a Labour government would ruin Britain’s
international credit rating. However, some in the Conservative Party viewed the prospect of a Labour
government as a great opportunity for their party, as it would force their leadership to recognize their
national obligations which they had abandoned when they were in power.49 Conversely, other MPs
including Hilton Young (Lib. Kirkcaldy) and Sir Laming Worthington-Evans (Con. Colchester) were
concerned that a Labour government would try to out-Conservative the Conservative Party and push
for even more stringent cuts on the navy.50

Despite the predictions of doom and gloom, the Labour government came into office in
January 1924, and by 8 March, less than eight weeks into their tenure, they submitted their first
Naval Estimate (1924/25) to the Commons, an accomplishment which impressed the Permanent
Secretary to the CID.51 (See figure 1.)

47 Ibid., T161/227, Charles Ammon to Philip Snowden, 8 February 1924.
48 US National Archives, Washington D.C. Annual Report of the Secretary of the Navy 1924. The amounts in pounds

sterling are converted from an exchange rate of $4.58 to the pound, source: The Times, 17 February 1924, “USA
Naval Cuts”.

49 Reading University, Viscountess Astor Papers, MS/1416/1/1/623; Parliamentary Debates, Commons, Vol. 169, 21
January 1924, col. 639.

50 Amery MSS, AMEL/7/17, 17 April 1923.
51 Churchill College, Cambridge, Lord Hankey Papers, HNKY/4/16, no.138, 1 April 1924.
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Figure 1: Naval Estimates, 1924/25

Vote Effective Services 1923-1924 1924-1925
% Change
TY/LY

1 Wages £14,055,700 £14,890,300 5.6%
2 Clothing £4,742,500 £4,332,830 -9.5%
3 Medical Services £516,000 £457,600 -12.8%
4 Civilians Employed on Fleet Services £194,900 £1,320,000 85.2%
5 Education Services £353,000 £336,000 -5.1%
6 Scientific Services £435,800 £438,400 0.6%
7 Royal Naval Reserves £572,800 £486,000 -17.9%

Ship Building, Repairs, Maintenance
8i Section I - Personnel £6,694,000 £7,887,470 15.1%
8ii Section II - Material £5,988,200 £7,029,800 14.8%
8iii Section III - Contract Work £5,031,450 £6,194,300 18.8%
9 Naval Armaments & Aviation £5,344,900 £4,371,900 -22.3%
10 Works, Building, Repairs Abroad & Home £3,832,850 £2,588,000 -48.1%
11 Miscellaneous Effective Services £1,059,600 £790,600 -34.0%
12 Admiralty Office £1,280,400 £1,246,100 -2.8%

Total Effective Services £50,102,100 £52,369,300 4.3%

Non-Effective Services
13 Half Pay & Retirement Pay £2,844,900 £2,889,800 1.6%
14 Naval & Marine Pensions £4,260,800 £4,401,900 3.2%
15 Compensation Allowance & Gratuities £792,200 £839,100 5.6%

Effective Services £7,897,900 £8,130,800 2.9%

Grand Total £58,000,000 £60,500,100 4.1%
* From 1926 Vote 4 changed from civilians employed on Fleet Services to the Fleet Air Arm, increase due to Royal
Navy assuming the full financial burden for naval aviation which prior to this year was paid for by the RAF.
** Section 8i,ii,iii includes new construction of a previously scheduled programme.

P.R.O., ADM 181/106, Naval Estimates, 1924/25

Opening the debate on the Naval Estimates fell to the Parliamentary Secretary to the Admiralty
Charles Ammon (Lab. Camberwell North) who immediately addressed the increase of 2,000
additional men under Vote 1 (Wages). (See illustration 2.)  He argued that this was due to the recent
addition of two new battleships HMS Rodney and Nelson and that the added £3,397,920 under Vote 8
(Personnel, Material and Contract Work) was due to the proposed new construction of five new
cruisers.52 Missing from the Estimates was part of the £32.5 million agreed to by the prior
Conservative government for a long-term building programme of replacement cruisers, destroyers,
aircraft carriers and submarines.  These replacements were deemed too expensive by the Labour
Cabinet.53

52 P.R.O., ADM 181/106, Naval Estimates, 1924/25; Parliamentary Debates, Commons, Vol. 171, 18 March 1924, col.
275-89.

53 P.R.O., Cmd 2071, 1st Lord’s Statement, 1924.
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Illustration 2: Charles Ammon (Lab. Camberwell North)

Source: The Times, 24 January 1924.

Within the House of Commons following the submission of the Cabinet’s recommendations, support
was rather subdued.  Principal support, of course came from the Admiralty’s junior Ministers Charles
Ammon (Lab. Camberwell North) and Frank Hodges (Lab. Lichfield) who both stated to the
Commons that the Cabinet was proposing a modest replacement scheme based on information
supplied by the Board of Admiralty and that personnel numbers were set to increase due to the two
new battleships entering service.54 Additional support came from George Lambert (Lib. South
Molton), a former First Lord of the Admiralty, who stated to the Commons that he supported the
government’s Estimates because he believed they acted responsibly cutting funding on the Singapore
Base.55 Reaction from the press was noticeably positive, even from conservative newspapers such as
The Times and the Daily Telegraph who, during the months of March and April, published a number
of editorials all praising MacDonald for reducing defence spending over the objections of the service
chiefs and defence minded MPs.56

While there were few vocal supporters for the Cabinet’s 1924-25 Naval Estimates, there were
a considerable number of opponents from across the political spectrum who were more than willing
to challenge the government.  For those who supported navy interests such as Viscount Curzon (Con.
Battersea South) who criticized the Cabinet for eliminating £642,750 from Sub-head G (Projectiles
& Ammunition) and tabled a question asking: “Is gunnery practice being decreased?  If so, then we
need to examine this critical question”.57 Leopold Amery (Con. Birmingham South), the former First
Lord of the Admiralty, objected to the government’s Estimates for failing to include the full £5
million for the construction scheme agreed to under the last government and for focusing too much
on world peace and disarmament while not focusing on vital strategic needs such as the Singapore
Base.58 Viscountess Astor (Con. Plymouth Sutton) stated that her opposition was due to her worry
that the Labour government’s Naval Estimates would force undue harm on naval personnel.59 Others
such as William Wedgwood Benn (Lib. Leith) voiced concern that the atmosphere in the Commons
was becoming very bitter especially between the Labour front and backbenches.60 (See illustration 3.)

54 Parliamentary Debates, Commons, Vol. 171, 18 March 1924, col. 397-402.
55 Ibid., Commons, Vol. 171, 18 March 1924, col. 308-16.
56 The Times, 2 March 1924, “Snowden’s Budget” by Scrutator; 9 March 1924, “Cutting Down Expenditures” by Harold

Cox; 27 April 1924, “Budget” by Sir Bernard Mallet; Daily Telegraph, 7 March 1924, “Further Cuts in Nation’s
Service Estimates”; 14 March 1924, “£2 Million Cut in Naval Estimates”.

57 Parliamentary Debates, Commons, Vol. 173, 5 May 1924, col. 759-62.
58 Ibid., Commons, Vol. 171, 18 March 1924, col. 290-308.
59 Astor MMS, MS/1416/1/1/623, Viscountess Astor to Dr. Soltau.
60 House of Lords, London, Stansgate Papers, ST/66, 13 March 1924.
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Illustration 3: Pictures of William Wedgwood Benn (Lib. Leith) and Viscount Curzon (Con.
Battersea South)

Source: The Times, 8 January 1929 & 1 September 1923.

Other MPs who voiced their opposition to the Naval Estimates including Sir Godfrey Collins (Lib.
Greenock) who condemned the government’s actions for not following up the Geddes Commission
recommendation (1922) to reduce naval personnel to 86,000 as the Cabinet was currently asking the
Commons to authorize an increase of 2,000 to create a total of 100,500 men.61 In a twist of irony,
Joseph Kenworthy (Lib. Hull Central), a former naval officer and well respected naval authority
within the House of Commons, criticized MacDonald and his party for asking parliament to approve
an extra £531,000 on Vote 8 (naval construction) as they had berated the last government for
excessive defence spending.  Kenworthy asked, “Wasn’t Labour the Party of disarmament?”.62

When analysing parliamentary commentary during the tenure of Ramsay MacDonald, there
appear to be only a few real differences between himself and his Conservative predecessor.  Both
leaders were concerned about the growing national debt, unemployment and public housing.  In
regard to personal lobbying, a few MPs suggested that it was easier to voice their differences
privately with Ramsey MacDonald’s Cabinet Ministers than make them public and embarrass the
government.63 In addition, there were MPs who noted that it was noticeably easier to table questions
and that the quality of the answers was better under Ramsey MacDonald’s tenure as premier than
during the Conservatives tenure in power.64

Conclusion

When analysing the 1924-25 Naval Estimates, one finds that the Royal Navy found itself in a very
unusual position.  During the Conservative’s tenure in power, the Naval Estimates decreased 12 per
cent from £64.88 million to £58 million.65 These cuts were demanded by the fiscally conservative
Cabinet of Stanley Baldwin, despite the public objections of a few navy supporters from the
Conservative and Liberal benches.  These MPs regularly tabled questions arguing that the
government and its supporters who kept calling for Estimate reductions were gambling with the

61 Parliamentary Debates, Commons, 20 March 1924, col. 753-4.
62 Ibid., Commons, 8 May 1924, col. 659-65.
63 Astor MSS, MS/1416/1/1/623, Charles Ammon to Lady Astor, 15 April 1924.
64 Wedgwood MSS, ST/66, 19 February 1924.
65 P.R.O., ADM 181/105, Navy Estimates 1923/24.
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safety of the Empire.  Conversely, during Labour’s tenure in office, the Naval Estimates actually rose
4.1 per cent with the completion of HMS Rodney and Nelson. (See figure 1 for Naval Estimates,
1924-25.)  This suggests that notwithstanding the few diehard navy supporters such as Viscount
Curzon (Con. Battersea South), Bolton Eyres-Monsell (Con. Evesham), Gerald Hohler (Con.
Gillingham) and John Moore-Brabazon (Con. Chatham), the majority of MPs within the House of
Commons recognized the political reality and fiscal necessity to dramatically reduce the Navy
Estimates during Baldwin’s tenure, thus limiting their ability to shape either government’s policies.66

However, MPs have a few substantial powers.  One of the most important was their ability to
publicly embarrass the government and force them to explain their decisions in a public forum.
While in retrospect this power might seem trivial, Cabinet Ministers always had to remain acutely
aware of the sentiments of their backbenchers or face a mutiny as Lloyd George’s coalition did in
November 1922 when Conservative backbenchers, who were noticeably disgruntled over a number
of his foreign and domestic policies, voted to dissolve their alliance with Lloyd George’s coalition
Liberals and fight the next election as an independent party.67

66 Garrett, Westminster: Does It Work?, p.107.
67 Stansgate MSS, ST/73/79, Lloyd George MSS, F/33/2/32,20 April 1919, Walter Long to Lloyd George; F/33/2/54, 15

June 1919, Walter Long to Lloyd George; F/10//8/5, 15 June 1922, Winston Churchill to Lloyd George; Law MSS,
BL107/2/60, 18 September 1922, G. Terrell to Bonar Law; Peter Richards, Honourable Members: A Study of the
British Backbencher (London: Faber & Faber), Ltd., 1959), p.92.
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American Popular music and its influence on Britain during
the interwar years: the intermingling of class, economy and

jazz
Johannah Duffy, University College, Dublin

(johannahduffy@oceanfree.net,maybe1177@hotmail.com)
Supervisor: Dr Richard Aldous

This paper posits a historical relation between jazz and the British economic situation and class
upheavals during the interwar years. It is not, however, a history of jazz in the usual sense. In taking
this approach, the aim is to develop a critical framework for analysing the creative character of the
jazz act 1 and also to grasp more fully the social structures in the context of which such creative acts
are made. To posit the specific historical relations between music and ideology is to highlight the
problem of mediation; that is, our task to define a theory capable of analysing the relations between
two structurally distinct dimensions of human being, without reducing and subsuming one into the
other.

The philosopher Theodor Adorno argues that the purpose of musical analysis is “to articulate
the social meaning of the formal constituents of music – its logic, in short”.2 The phenomena of
music making (melody, harmony, rhythm, and so forth) is designated by the phrase musical material,
this work explains the dialectic of human agency and social determination by considering the jazz
musician’s musical ways, a phrase that denotes the attempt to grasp the social existence of the
musical act at the level of its virtuosity. To propose a theory of jazz virtuosity is one of the primary
concerns of this work. Another aim is to analyse the social content of the jazz acts, to stimulate the
creative character of those acts and their specific musical dynamic in relation to the changing forms
of the capitalist society of which they were a part, and to demonstrate how those acts of musical
making were indicative and transformative of the key elements of British ideology.

Focusing on the making of musical acts within a capitalist social order, the political theorist
Paolo Virno suggests, there is no question so vexed or enigmatic today as the question of what means
to act. While Virno’s focus is primarily political, his analysis opens up several important avenues for
the investigation of musical production. By pointing to “the kinds of people whose work involves
virtuosic performance”, Virno suggests that what is at stake in the study of musical acts is the
production of the forms of human subjectivity.3 In other words, the very manipulation and
transformation of the material world through a person’s virtuosic movements, through his or her
embodied motions, is constitutive of, and constituted by, the relations of domination and exploration
specific to the division of labour in capitalist society. For Virno, the meaning of action, and its
subsequent post-modern crisis, lies in the possibility of maintaining a certain excess, that is, an
irreducible gap between working and acting; a gap that is, however, already inscribed in the form of
class struggle itself.

While black musical practices emerged in the United States during the nineteenth century
from the productive relations of social labour and social organization that characterized the struggle
between black and white Americans, the dynamics of those relations of production, and the social
and political struggles that ensued from them, characterized both the structure of the southern states’
plantation system and the emergent industrial society in the North. Britain on the other hand,
provides us with a different story. It is hard to appreciate the insularity and parochialism of the early
Edwardian period in Britain, especially for a generation which now has instant access to almost
everything, anywhere in the world. Most people never left their village or town, and entertainment,

1 By which I mean the musician’s practice of playing a musical piece.
2 Theodor Adorno, Aesthetic Theory, trans. C. Lenhardt, New York, Routledge & Kegan Paul, 1982, p.335-336.
3 Nicholas Gebhardt, Going for Jazz, Musical Practices and American Ideology, The University of Chicago Press Ltd.,

London, 2001, p.3.
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such as it was, was confined largely to public concerts at the local parish hall, or private soirées
around the family piano in the drawing room. Some ‘urban folk’ were lucky enough to visit a theatre,
music hall, or even a new-fangled picture palace which screened silent movies but, for many,
especially in rural areas, it was almost a noiseless world, punctuated only by the sounds of nature and
passing trains. 4 Motor car horns were rarer than electric trams, and everyone knew and understood
their place in life. Society was well stratified, with music ‘very much in keeping with a person’s
social class’.5

Furthermore coincident with the spread of jazz was that of the prominent British trading and
financial influence throughout the world. Britain’s currency, the pound sterling, emerged as a
universally acceptable means of international payment in the nineteenth century. At that time Britain
was the world’s most important source of investment in the form of gold standard. In that sterling
was regarded as being as good as gold, due to its unquestioned convertibility into gold. With all the
major currencies convertible into one another, and the stability of sterling unquestioned, sterling was
widely held, both as a trading and a reserve currency. In fact, most of the world’s trade was financed
by sterling. Thus sterling supplemented gold as an international reserve asset in the early twentieth
century.

Tracing the impact of the First World War, W.G. Runciman’s 1993 article argues that this
Great War is a watershed for British society that separates his ‘late Victorian-Edwardian’ sub-type
from the un-named and still continuing one that followed. 6 While James Fulcher accepts that the
War had a major impact on British society but argued that it did not open a new era in British
history.7 But did the First World War do more than accelerate processes of change that were already
taking place? Since 1913, a great change has taken place in the rate of growth of world trade and in
its relation to the rate of growth of world production. Meeting expanding demands on international
markets, i.e. demands for wheat, rubber, tin, and other foods and raw materials became paramount.
Also we see an increased importance of international trade relative to national output, especially for
the underdeveloped countries which increased their participation even faster than the developed
countries in a rapidly expanding volume of world trade.

In the area of social policy and taxation, the First World War and its aftermath had already
been laid down before the war. The 1920 National Insurance Act greatly extended the coverage of
unemployment benefit and the 1921 Act first provided allowances for the dependants of the
unemployed, but it was the Act of 1911 that created state unemployment insurance. The 1925 Act
established the modern pension system of non-means-tested pensions for those over 65 but state
pensions originated with the 1908 means-tested scheme for the over-70s.8 As Runciman points out,
the First World War did lead to a quadrupling of the rate of income tax but the role of income tax as
the main source of government finance was established before this war,9 in response to what Cronin
calls the ‘fiscal crisis of the early twentieth century’.10 The origins of the modern tax system are, in
fact, to be found in the Boer War of 1902-4 rather than the Great War.11 The open conflict between
the state and the unions in the 1920s was, in some respects, a hangover from the enhanced union
power and greater state intervention of the First World War. After the state had re-established its

4 This England’s Book of British Dance Bands, From the Twenties to the Fifties, Cheltenham, This England, 1999, p.4.
5 Ibid, p.4.
6 W.G. Runciman, ‘Has British Capitalism changed since the First World War?’ taken from Relative deprivation and

social justice: a study of attitudes to social inequality in twentieth century Britain, Aldershot, Gregg Revivals, 1993.
7 See James Fulcher, Labour movements, employers and the state. Conflict and co-operation in Britain and Sweden,

Oxford, Clarendon, 1991, pp.85, 93.
8 Noreen Branson, Britain in the Nineteen Twenties, London, Weidenfeld and Nicolson, 1975, p.132-8.
9 W.G. Runciman, 1993, p.56.
10James E. Cronin, The politics of state expansion: war, state and society in twentieth-century Britain, London,

Routledge, 1991, p.50.
11 James E.Cronin, 1991, p.60.
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authority over the unions by defeating the General Strike of 1926 the movement towards a more
organized and increasingly managed capitalism could be resumed.

In the view of one researcher, ‘in the interwar period British economic controversy was
obsessed with the Empire. … Because [the measures of 1932-33] lowered tariffs within the Empire
relative to tariffs on foreign goods, they integrated Britain and the Empire more fully’.12 In
consequence, the geographical pattern of British trade in the 1930s shifted more in favour of that
with Commonwealth countries (though it is probable that this shift was also in part due to the fact
that Sterling Area countries devalued in 1931 as a bloc relative to third countries). A corresponding
retreat from dollar markets did not seem important at the time, but it was to prove very serious for
Britain during and after the 1939-45 war. Furthermore the Treaty of 1919, in a word, sought to deny
what was manifestly the fact, that Germany was the strongest power in Europe. War debts and
reparations made matters worse, putting extraordinary pressure on all countries’ financial
arrangements and distorting international trade.13 ‘There was no planned economic cooperation to
take care of the balance of payments difficulties created by these factors. If equilibrium in
international payments was to be maintained the flow of capital exports from the United States had to
continue, without any sudden breaks or else a process of deflation might be started in Western
Europe.’14

Focusing on the new musical developments which came from the Afro-American tradition,
springing from the Negro blues and now covering such diverse fields as jazz, rock music, soul and
Tamla motown music, and so on. This tradition has ushered in a new musical language with both
musical and aesthetic criteria which markedly differentiate it from music in the European ‘serious’
tradition. The differences spring from the partial retention of various elements from African musical
cultures, such as the use of antiphonal response, varying vocal timbres, the use of improvization, the
emphasis on dynamic polyrhythms, the functional use of music for communal participation, and the
oral-aural (as opposed to notated) transmission of music. What makes this history pertinent to an
examination of the evolutionary forces at work in music in our century is that the government was
reacting – and had to react – to the facts of contemporary musical life. Universal acceptance of jazz
as the musical vernacular of youth throughout most of the world was not an accomplishment of
official propaganda. The appetite, the acceptance and even a considerable sophistication were
already there. In its first hundred years, America was a growing, busy, and somewhat wild youngster.
Americans were chopping down trees, building homes, railroads and factories, fighting Indians,
prospecting, inventing, speculating, and creating a country out of wilderness. Only in a few older and
more settled corners was there any time for the cultural amenities.  Europe, of course, had an ancient
culture, built up over centuries and long nourished by the upper classes. By European time standards
Americans were indeed “just out of the wilderness” and were very strongly addicted to mass culture,
the product of our traditions of democracy combined with technology.15

What is American music of the early twentieth century to the masses? From Peru to Pakistan,
American music of this period means JAZZ. Of course, what they mean by jazz and what we mean
by jazz may not be the same thing. Jazz may turn out to be rock-and-roll … it’s all jazz. The young
people loved it. The older ones may have shaken their heads (or tapped their feet). Jazz has
conquered everyone; Armstrong, Gillespie, Brubeck, Getz have travelled around the world with
millions at their feet. ‘So the old world is invaded – by American movies, American refrigerators,

12 Ian M. Drummond, Negotiating freer trade: the United Kingdom, the United States, Canada, and the trade agreements
of 1938, Wilfrid Laurier University Press, pp.23, 288.

13 Fluctuations in exchange rates are at any time notoriously difficult to account for with exactitude. This is particularly
true of the early 1920s when the balance of international trade was still seriously disturbed by the aftermath of war,
when international payments in respect of War Debts or Reparations were constantly being demanded and often
made, and when political or industrial disturbances were frequent and usually gave rise to speculative transfers of
capital.

14 James E.Cronin, 1991, p.60.
15 Hi Fi Review, February 1959, Vol.2, No.2, p.47.
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advertising, blue jeans, toothpaste, Rice Crispies, and Coca- Cola’,16 not to mention American
popular music and jazz. It is not surprising that many people were irritated or resentful. There are
always people who moan over the passing of the old and the introduction of the new.

The years between the close of the First World War and the onset of the great depression stand
forth as significant years in American history, and the critics from this period provide the historian
with additional data for his or her studies. Observations and criticisms of Englishmen who wrote
books during the Jazz Age dealing with American civilization or aspects of its culture provide an
interesting and comical view of America at the beginning of the twentieth century. According to
Douglas Woodruff: ‘Americans have long ears, and hear everything that is said of them. They are
sensitive and restive when criticized … .’17 Commentary on America’s World Rule recognized that:
‘The United States now holds the balance of power in the world. Her provincialism may be its
undoing (however) … . For she always will be too absorbed in business, and in her own internal
affairs, too disposed to belittle other nations, to study world-politics impartially’.18

What is certain is that Jazz was both novel and original, an art belonging to an autonomous
subculture and is significant for two reasons. First, because the machinery of commercial diffusion
caught it, as it were, on the wing, in the middle of its formation and evolution.  The reception of jazz
was the opposite of phenomena like the ‘folk- music revival’, which discovered musical fossils in
Somerset or Appalachia.19 At the same time the rapid spread of the music itself generated just such a
taste for nostalgia and musical archaeology among the secondary public for jazz. It was to generate
‘traditional’ or ‘revival’ (Dixieland) jazz.20 Second, and more important, jazz was not received as a
Gebrauchsmusik, another set of sounds to accompany dancing or beer drinking, but as something
symbolic and significant in itself. This is an important element in the British reception of jazz.

16 Hi Fi Review, February 1959, Vol.2, No.2, p.47.
17 Douglas Woodruff, Plato’s American Republic Done out of the Original, [S.I.]: Kegan, Paul, Trench & Trubner, 1927.
p.16.
18 Francis Francis, Our Ruling Class, [S.I.] : Humphreys, London, 1922, p.29.
19 E.J. Hobsbawn, Uncommon People, London, Weidenfeld & Nicolson, 1998, p.266.
20 Ibid, p.266.
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State formation and composition rates
Siobhán McAndrew, Nuffield College, Oxford

(siobhan.mcandrew@nuf.ox.ac.uk)
Supervisor: Professor Avner Offer

Classical music was most effectively provided at first in princely states; as with other knowledge
goods, the market fails to provide innovative music. Such regimes used ‘representational culture’ to
assert power as the ancien régime waned. Competition for statehood crystallized constitutional
nation states, transforming archaic financial regimes, so that investment in new works was reduced.
Conversely, states with an early start in fiscal modernization sought to emulate the standards of
musical leaders. This paper adds a political and historical dimension to F.M. Scherer’s quantitative
study of composition rates.21 Data on composers and national income are graphed to illustrate
differing paths taken by states. Contemporary composition rates imply that convergence has occurred
in Europe while the US leads in absolute numbers of works, and arguably in artistic terms. On a
global scale, new works are increasing exponentially.

I. The Scherer Results

F.M. Scherer has recently published analyses of composer data. He attempted to test the
Elias/Baumol hypothesis that political competition between noble courts fostered composers’
careers.22 He compared German cohorts of 1650-1785 and 1786-1849, finding that “free cities”
hosted more careers than “feudal” states. However, the earlier – more “feudal” – period spawned
more careers in total. He concluded that:

… the strong form of the hypothesis – that Germany, with its preponderance of independent
courts attributable to the breakup of the Holy Roman Empire, was especially conducive to
composers’ careers – is not supported.23

He also found composer and income data for ten nations ‘to attempt a crude quantitative test’ – that
composers’ opportunities from 1700-1900 increased with rising middle-class prosperity, proxied by
national income; and within ‘magnet cities’ and ‘noble courts’, recorded as dummy variables. The
number of observations was only 40 due to data limitations with the resulting R2 high, and t-statistics
low, implying collinearity. Scherer concluded that: ‘there is support for all three explanatory
hypotheses when all three are taken into account simultaneously’.24

This neglected how the variables interplayed. For example, political division, lack of market
integration and military upheaval hindered economic growth in Germany while state action created
‘magnet cities’ in Vienna and St Petersburg. Thus composition rates can be a symptom of state
building at an early stage, and of ensuing economic growth. While reminiscent of a ‘stages of
history’ approach, this reaffirms the role of the state as an agent of ‘the transition from autarky to
market society’.25

II. The role of music in state formation

Competition for statehood – labelled ‘a property right’ by Furbotn and Richter – often involved
representational display, a strategic variable chosen by rulers.26 An analogy can be drawn with

21 F.M. Scherer, Quarter Notes and Banknotes: The Economics of Music Composition in the Eighteenth and Nineteenth
Centuries (Princeton, 2004).

22 N. Elias, The Court Society (Oxford, 1983); H. Baumol and W. Baumol, ‘On the Economics of Musical Composition
in Mozart’s Vienna’, Journal of Cultural Economics (1994), 18/3, pp.171-198.

23 Scherer, Quarter Notes, p.141.
24 Scherer, Quarter Notes, pp.131, 132.
25 S.R. Epstein, Freedom and Growth: The Rise of States and Markets in Europe, 1300-1750 (London, 2000), p.1.
26 E.G. Furbotn and R. Richter, Institutions and Economic Theory: The Contribution of the New Institutional Economics
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advertising. The cultivation of serious music costs resources and time, which signalled to others – the
nobility, rival states, potential royal marriage partners – that the ruler is credible.27 Blanning stresses
this:

… the main currency of imperial competition was cultural achievement. So the representational
display expressed in palaces, academies, opera houses, hunting establishments, and the like was
not pure self-indulgence, nor was it deception; it was a constitutive element of power itself.28

It was not the only strategic variable; military power was another, and competed for scarce state
resources. Frederick Augustus I expanded Saxony partly through creating ‘the most dazzling court in
Europe’.29 The legacy, however, was debt and an army of only 30,000. By contrast, Frederick
William I of Prussia left no cultural institutions, but established a standing army of 80,000 financed
by permanent taxes under electoral control, which enabled Prussia to dominate in the eighteenth
century.30

III. New institutional economics of the state

How did such competition play out across Europe over the long run? Answering this may help
explain the inconclusive Scherer results. Douglass North and Barry Weingast, and Andrei Shleifer
and Bradford De Long view the state’s role as the provision and enforcement of a constitution which
specifies public goods the state must provide and the structure of property rights. North and
Weingast used interest rate data to show how, following the Glorious Revolution, interest rates on
public debt fell, as capital markets viewed the new system as sustainable.31 By contrast, absolutist
rulers tax to maximize revenue, which impedes economic development. Thus the state is driven by
economic needs as a Lockean convention between individuals. Using this static approach they label
regimes as ‘absolutist’ or ‘non-absolutist’ without regard to the process of monopolization of
power.32

Critics point to contrary evidence. Grossman shows that in the English case, the post-1689
regime survived less because of the establishment of limited government and more because
politically powerful parties and the new ruling elite formed a coalition of parliament and the
monarchy.33 State formation did not result from a ‘constitutional moment’, but rather was path
dependent, as O’Brien noted of post-1689 Britain:

[Fiscal and political advantages] flowed from geographical endowments; the detachment of the
Tudor and Stuart regimes from geopolitics, the unintended consequences of civil war and above
all from the fiscal sclerosis that afflicted Britain’s major competitors on the mainland between
1649 and 1815.34

Epstein found that the relationship between interest rate and formal constitutional arrangements did
not hold in general, reflecting technical rather than political differences.35 He argued further:

(Ann Arbor, 1997), p.416.
27 Furbotn and Richter, Institutions, p.226: ‘Advertising … supplies valuable information for the consumer – namely that

the firm is advertising’.
28 T.C.W. Blanning, The Culture of Power and the Power of Culture (Oxford, 2003), p.59. Italics added.
29 Blanning, Culture of Power, p.61.
30 Blanning, Culture of Power, pp.70-71.
31 D. North and B. Weingast, ‘Constitutions and Commitment: The Evolution of Institutions governing Public Choice in

Seventeenth-Century England’, Journal of Economic History (1989), 49/4, pp.803-832, p.808.
32 J.B. De Long and A. Shleifer, ‘Princes and Merchants: European City Growth before the Industrial Revolution’,

Journal of Law and Economics, 36/2 (1993), pp.671-702.
33 H.I. Grossman, ‘The State: Agent or Proprietor?’, Economics of Governance (2000), 1, pp.3-11.
34 P.K. O’Brien, ‘Fiscal Exceptionalism: Great Britain and its European Rivals: From Civil War to Triumph at Trafalgar

and Waterloo’, Working Paper 5/01, Department of Economic History, LSE (October 2001), pp.25-26.
35 Epstein, Freedom, p.24.
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The establishment of capitalist markets and individual property rights required the centralization
of political sovereignty … in other words, the establishment of clear state property rights.36

An alternative characterization is that the state is proprietary, the instrument of a ruling elite
constrained by the threat of invasion and internal revolt. Autocrats aiming for dynastic survival
establish stability and fiscal responsibility in their own interests.37 However, competition for power,
interpreted by North as protecting liberty, impeded the requisite monopolization of force. The
cultural display of the dynastic and princely courts was a second best: ‘a confidence trick
consciously perpetrated by rulers on their subjects by giving the impression that they possessed great
political power’.38 Ultimately, investment in fiscal institutions was required, as showed by O’Brien
and Hunt:

… bribery, favours, religious persuasion and the propagation of an ideology in support of royal
and aristocratic rule cost less … [but] in the long run, the relationship between fiscal resources
and a capacity for sustained and effective action in the domestic and, above all, in the
international spheres prevailed.39

By the Napoleonic wars, the survival of the state in the face of a military superpower depended on
such resources. The result was a ‘crunch’ in composer numbers. Royal patronage had fostered new
works, while the growth of the state led to canons forming as resources for new works declined.40

IV. Composition rates and state formation, 1450-2000

The following graphs illustrate the general relationship between composition and growth. The Grove
Dictionary of Music and Musicians provides data on composers, with 12,356 online biographies
from the late medieval period to the present.41 Musical leadership is generally related to volume of
input, as implied by institutional theories of art.42 Music scholars indeed judge the Netherlands to
have led in the late-medieval period, as implied by table 1 and figure 1.43

36 Epstein, Freedom, pp.95, 173.
37 Grossman, ‘The State’, p.7.
38 Richard Bonney, The European Dynastic States, 1494-1660 (Oxford, 1989), p.486.
39 P.K. O’Brien and P.A. Hunt, ‘England, 1485-1815’, in Richard Bonney (ed.), The Rise of the Fiscal State in Europe

c.1200-1815 (Oxford, 1999), pp.53-54.
40 William Weber, The Rise of Musical Classics in Eighteenth-Century England: A Study in Canon, Ritual, and Ideology

(Oxford, 1996), p.7.
41 Geometric means of 1600 and 1700 population and income are taken to create estimates for ‘1600-1700’ GDP per

capita. The composer data and income/population data generally do not match. For Table 1, Maddison only
provides population estimates for 1000 and 1500; geometric means of these figures are used. For the 1450-1525
composer data, the estimates for 1500 are used. For 1525-1600, the geometric means of 1500 and 1600 are used.
For the 1700-1800 and 1800-1900 periods, the 1820 estimates are used to find means.

42 H. Becker, Art Worlds (Berkeley, 1982).
43 The Grove does not distinguish between the Low Countries until entries for the nineteenth century; Belgium declared

independence of the Netherlands in 1830.
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Table 1: European Composers, 1100-1450

Country Absolute number of composers Composers per million of population
Austria 2 1.7
England 34 12.1
France 52 5.3
Germany 7 1.1
Hungary 1 n/a
Italy 51 7.0
Netherlands/Belgium 29 22.6
Portugal 3 3.87
Spain 5 0.96
Switzerland 1 2.26
Sources: The New Grove and A. Maddison, The World Economy: A Millennial Perspective (Paris: OECD, 2001).

Late-medieval Europe witnessed rapid income growth, decentralized urbanization, and cathedral and
school building by the church, which formed a Europe-wide labour market for composers.
Netherlandish composers, stimulated by Burgundian court patronage, had clear expertise in music
theory, exemplified by harmonic innovations and the works of composers such as Guillaume Du Fay
(1397-1474). They were employed across Europe, especially Italy. However, religious wars from the
mid-sixteenth century caused musical standards to fall and they became less desirable. England,
which was comparatively centralized, also scores highly although aristocratic endowments of college
chapels and choirs were also important. This environment gave rise to the English part-song, the
English madrigal and the masque.

Figure 1: Composers in Europe, 1450-1525
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Italian musical leadership became apparent in the seventeenth century; the opera and the concerto
were invented just as economic and political leadership were lost, due to war, competition from the
Atlantic trade, and Spanish rule of Milan and Naples. There is some debate as to whether Italy even
‘refeudalized’.44 Following the Thirty Years War (1618-48), Italian innovations diffused through

44 Summarised by Spencer Di Scala, From Revolution to Republic, 1700 to the Present From Revolution to Republic,
1700 to the Present (Boulder, 1998), xxiv-xxv.
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Germany as states began a ‘cultural arms race’.45 German composers fused Italian innovations with
the German contrapuntal tradition – the zenith the work of J.S. Bach (1685-1750). Italian innovations
were brought to France by Jean-Baptiste Lully (1632-87); G.F. Handel (1685-1759) did the same for
England in the eighteenth century having studied extensively in Florence, Rome and Venice. The
Netherlands and England began to advance economically, with stasis in the absolute numbers of
composers.

Figure 2: Composers in Europe, 1525-1600
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Figure 3: Composers in Europe and Latin America, 1600-1700
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The eighteenth century, when the Classical era superseded the Baroque, witnessed serious music
emerging in the ‘Europeanizing’ US and Russia. Austria gained musical leadership, as shown in
figure 4, and as witnessed by the careers of W.A. Mozart (1756-81) and Josef Haydn (1732-1809).
Vienna had been established as the capital of the Austrian empire in the mid-1600s, and grew from
100,000 in 1700 to 250,000 by 1800. With Joseph II’s fiscal reforms, this resulted in an integrated

45 Scherer, Quarter Notes, pp.39-40.
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market of freelance musicians, supported by noble benefactors from across the empire engaging in
status competition.46 The cultural legacy was to be rich.

Figure 4: Composers in Europe and the Americas, 1700-1800
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England and the Netherlands diverged further from German, Austrian and Italian experience, with
fewer composers but flourishing commercial economies. Accordingly, they possessed a rich concert
life, although its bourgeois basis is usually overstated.47 Furthermore, musical standards were high,
as shown by Weber’s studies of the divergence between ‘serious’ orchestral and ‘fashionable’
operatic performances in eighteenth century London, and of the formation of a classical canon.48 The
demise of the masque and rationalization of new works, especially English operas, may well have
been musically beneficial.

The nineteenth century witnessed a fall in composer numbers across Europe, as Napoleonic
reforms had a financial impact, together with the burden of war. However, the reduction of new
works was accompanied by harmonic innovation, increased orchestral and operatic scale, the
establishment of the core repertoire, and new national traditions. There was an increased focus on
audience appeal, resulting in a limited number of high-quality works which could be repeated absque
nausea. A further factor was the establishment of copyright across Europe, and the 1886 Berne
Convention whereby copyright was recognized between sovereign nations. This encouraged
composers and publishers to invest more effort in works in order to enjoy the royalty stream.

46 H. Baumol and W. Baumol, ‘Maledizione! or the Perilous Prospects of Beethoven’s Patrons’, Journal of Cultural
Economics (2002) 26/3, pp.167-184.

47 Blanning disproves that this is ‘the cultural equivalent of the French Revolution’, in Power of Culture, p.162.
48 William Weber, Music and the Middle Class: The Social Structure of Concert Life in London, Paris and Vienna (New

York, 1975); Weber, The Rise of Musical Classics.
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Figure 5: Composers across the world, 1800-1900
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During the twentieth century the US became dominant despite minimal state involvement, due to
massive economic growth, and influx of refugee composers. Major innovations were the Broadway
musical exemplified by Leonard Bernstein and Stephen Sondheim, and the avant-garde. Russia and
the communist east hit far above their income weight. Their experience is analogous to the weaker
dynastic states engaging in representational display. A further feature is the increased number of
states, with decolonization and successful nationalist movements, which increased opportunities for
composers as new states sought national music institutions. The number of poor nations registered by
The Grove as possessing western art music composers is astonishing – including Cameroun, Ghana,
and El Salvador. Britain and The Netherlands outstripped Germany and Italy in terms of new
compositions. Public choice explanations for British catch-up – that institutions were created to
satisfy increased taste for quality music – sit alongside political rationales such as late-Victorian
nationalist ambitions to emulate the newly-unified and modernizing Germany and Italy.

Figure 6 displays the general relationship between income and composition rates, and that
different paths are followed by different states. Notable success is enjoyed by small homogeneous
states, both because there are economies of scale in ‘national music institutions’, and they are more
successful at garnering political support for subsidy. It is also notable that Italy and Germany have
relatively few, possibly due to their already possessing a rich national repertory, with resources
diverted instead to performance.
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Figure 6: Composers across the world, 1900-2000
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A final illustration of the explosion in composition is the following simple graph. While there is
much talk of the ‘death of classical music’, this focuses too heavily on western Europe.50 Globally,
classical music is dispersing widely and fusion with indigenous non-western traditions lead to
melodic and rhythmic innovation. Musicologists agree that western harmonic tonality dominated
from about 1600 until about 1910. However, interest in diatonic tonality has been reinvigorated by
application to jazz, traditional music and rock. Import of classical techniques and educational
systems by non-western states transform local performance and create new musical styles. This is a
picture of great promise.

Figure 7: Total number of composers world-wide

Source: The Grove

49 Unlike the graphs for the earlier centuries, this does not use the Maddison dataset because the composer data covers a
greater number of countries.

50 For example, N. Lebrecht, When the Music Stops: Maestros, Managers, and Corporate Politics (London, 1997).
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Understanding the human capital of North India for the
nineteenth and twentieth centuries using the ‘Age Heaping’

measure
Aravinda Meera Guntupalli, University of Tuebingen1

(aravinda-meera.guntupalli@uni-tuebingen.de)
Supervisor: Professor Joerg Baten

1. Introduction

During the “First Era of Globalization,” roughly 1860-1913, India can be classified into export-
oriented versus subsistence agricultural regions and cities. What are the effects of this separation on
human capital formation? Was there a training effect in those regions that were most strongly
affected by “export-led growth”? Alternatively, was this type of agriculture perhaps so heavily
concentrated on unskilled activities, so that craftsmen’s and even farmer’s human capital declined?

This study aims to understand the relationship between age heaping and human capital to
measure regional development during 1860-1945. Many demographers and economic historians
found that people of lower educational status (especially less “numeracy”) tend to report their age at
round numbers (ending with 0 or 5). For example, somebody who is actually 41 reports his age as
40. When there is age heaping there is a clustering of numbers ending in “0” resulting in the
deficiencies of numbers ending in “9” and “1”. Less obvious age heaping appears with numbers
ending in “5” and numbers ending in even numbers such as “2” and “8” (Shryock and Siegel, 1973).

Age heaping mainly originates from the respondents’ ignorance of his or her age. Nowadays,
we can assume that most people in the industrialized countries know their exact age or their year of
birth that is registered. In contrast, people in developing countries have only a vague idea about their
age or the year in which they were born. Even in societies where birth registration has become well
established, age awareness is quite low. Generally, age heaping is connected with the prevalence of
illiteracy among the population. In the post World War II world additionally, the degree of age
heaping can also be affected by legal requirements connected to certain cut-off ages, varied
perceptions of age between cultures, and the formal course of data collection.

One advantage of the age heaping measure is the availability of sources. Duncan Jones (1990)
pioneered the use of age heaping for the Roman Empire and found that magistrates had considerably
less tendency to age heaping than free craftsmen or slaves. He also noticed sex differences in age
rounding which reveals that women tend to round their ages more compared to men. Duncan Jones
revealed that age rounding and illiteracy go together with some exceptions for the post WWII world.
Bachi (1951) analysed the degree of age heaping among Jewish immigrants to Israel in 1950 and
Moslems in Mandated Palestine in 1946 and he found an increase in education resulted in better
knowledge of age.

Mokyr (1983) applied age heaping indicators for the first half of the nineteenth century and
found that emigrants from Ireland to the USA, in the pre-famine period, were more sophisticated in
using numbers compared to those who did not emigrate. All these researchers pioneered the use of
this method for economic history. Long (2003) analysed the age data of the 1851 and 1881 British
Population Census. He found that urban migrants in Victorian Britain knew their age better
compared to non-migrants.

2. Data and methodology

Age heaping measures fill the gap of information on human capital for the nineteenth and first half of
the twentieth centuries. Especially, regional and social inequalities of human capital formation in

1 Address for Correspondence: Research Assistant, Department of Economics, Mohlstrasse 36, Tuebingen, Germany,
72074. Telephone: +49-7071-2972124, Fax: +49-7071-29-5119.  I sincerely thank Joerg Baten and Gerhard Kling
for their support and constructive criticism.
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India were a white spot on the economic history map so far. I compare export oriented regions with
those belonging to subsistence agriculture, and with cities. The Australian team of Brennan et al.
collected a sample of Indians recruited for indentured work on the Fiji islands for the period (1850-
1900). The Indian indentured workers were not a random sample of the Indian subcontinent. They
were mainly recruited from western Bihar and eastern Uttar Pradesh in North India.

Brennan et al. interpreted that the dataset was fairly representative for North India in spite of
modest lower class and regional bias. Although a wide range of castes was represented among Hindu
recruits, they were more often from the lower socio-economic strata of the Indian society.
Emigration was mainly a response to famine and economic distress, and it can be inferred that the
recruits – particularly those from higher castes – came certainly from the lower strata of the social
groups. We also have to take into account a bias in favour of commercial crop exporting Bihar and
Uttar Pradesh states of India, resulting in fewer recruits from subsistence agricultural regions.

Individual observations by analytical region and by educational cohort (when the cohort was
aged 10) were aggregated. My research also checks whether older people forget their age in my
extended version of this paper. Moreover, gender differences in age heaping for the period 1848-
1900 were also observed. The whole sample is divided into two periods, namely 1850-1870 and
post-1870, because exports boomed in particular after 1870. Moreover, Myers index was constructed
to understand age misreporting by gender, region, and caste.

3. Results
3.1 Age heaping

Age heaping becomes apparent in the reported age distribution of male and female labour migrants
from North India and plotting of age data shows age heaping. Age heaping for both males and
females is highest for the age 20. Other numbers that suffered age heaping for both males and
females are 18, 22, 24, and 25. One cannot find much gender differences in age heaping at a first
view (figures 1 and 2).

3.2 Measuring age heaping by Myers index

Various arithmetic devices have been developed for measuring age heaping of individual ages or
terminal digits. Robert Myers developed one of the most widespread measures of age heaping in
1940. The details of calculation of this index is given below:

Step (1) Sum the populations ending in each digit between 0 and 9 over the whole range, starting
with the lower limit of the range (e.g., 15, 25, … 55; 16, 26,..., 56).
Step (2) Ascertain the sum excluding the first population combined in step (1) (e.g., 25, 35,... , 55;
26, 36, …, 56).
Step (3) Weigh the sums in steps (1) and (2) and add the results to obtain a blended population
(e.g., weights 1 and 9 for the 5 digit; weights 2 and 8 for the 6 digit).
Step (4) Convert the distribution in step (3) into per cents.
Step (5) Take the absolute deviation of each per cent in step (4) from 10.0, the expected value for
each per cent.

The blended population is obtained in step (3) by weighing the different sums of the populations
ending in each digit. In step (5), the degree of concentration or avoidance of the specific digit is
indicated. The sum of the absolute deviations of all those per cents from the expected 10 per cent
yields a summary index of preference for all the terminal digits. Myers index varies between zero (no
age heaping) and 90 (all ages reported at a single digit). This can be understood as the likely
proportion of persons in the population who return their ages with an inaccurate number.

3.21. Gender differences in Myers Index

Myers index value is 25.6 for the total sample. Myers index of 25.6 means that 25.6 per cent of
population probably misreported their age. In line with the strand of literature, one can find male and
female differences in Myers index with 28.5 per cent females misreporting their age compared to
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24.4 per cent of males misreporting their age. The percentage of population misreporting their age is
lower for the post-1870 period compared to that of 1850-1870. Though both males and females
experienced a decrease in the misreporting over time, this decrease is higher for males compared to
the female emigrants (table 1). A learning process took place in the era of globalization and males
benefited more than females.

3.2.2 Regional differences in age misreporting

Myers index by region shows that, in general, 26 per cent of migrants from export oriented regions
misreported their age compared to migrants from cities (27 per cent) and subsistence regions (23 per
cent). During 1850-1870, 40 per cent of migrants from the subsistence regions misreported their age
(table 2). The percentage of misreporting is very high during 1850-1870 for the migrants from
subsistence regions compared to migrants from cities (36.1 per cent) and export-oriented regions
(30.5 per cent). It seems as if export oriented agriculture took place where human capital was
initially higher. Interestingly, the age heaping of migrants from subsistence regions decreased
dramatically, although the low sample size for the time 1850-1870 makes it difficult to conclude that
export orientation was not the only factor driving numeracy. For the post-1870 period age heaping
was still highest in the cities and caught up with the export regions. Subsistence agriculture regions
had the lowest age heaping where 21 per cent misreported their age compared to export oriented
regions (24.5 per cent) and cities (25.4 per cent).

3.2.3 Age misreporting by caste and religion

Before we discuss age heaping differences by caste, it is interesting to have a general view on the
Caste system in India. From a religious point of view Indian society during pre-independence time
was mainly divided into two categories viz., the Hindu and Muslim society, whereas Sikhs, Jains and
others were smaller religious groups. The division of Hindu society can be explained in terms of the
so-called Varna system from the Brahmin point of view, the Brahmin on the top, followed by
Kshatriya, and the Vaishya (the “upper castes”). Sudras were at the bottom of this social hierarchy
(the “untouchable caste”). Inside a village different castes lived separately from one another and the
so-called untouchables suffered greatest disabilities. Our sample comprises both Hindus and
Muslims where Hindus are again classified into upper caste (high status), middle caste (low status),
lower caste (untouchables) and tribes (relatively isolated people residing in forest regions).

During 1850-1870, tribes had the highest age heaping problem with nearly 47 per cent
misreporting their age. Among Moslems, one can see a small decrease in age heaping problem when
one moves from the pre-1870 to the post-1870 period. Interestingly, there is no coherence between
the status of Hindu castes (upper, middle, lower and tribe) and age heaping during 1850-1870. This
might be related to negative initial selection of upper castes into the migrant stock. For the post-1870
period there seems to be some modest relation between Hindu caste status and age misreporting
where higher castes reported slightly more accurately their ages compared to the lower caste.
However, one can clearly say that all castes and religions experienced a solid decrease in age
misreporting. There is not much difference among castes in terms of age heaping; only the upper
castes and the tribes did somewhat better.

4. Conclusion

Age heaping measures fill the dearth of information on human capital for the nineteenth and first half
of the twentieth centuries. The Myers index results shows that in total, 25.6 per cent of samples
misreported their age. Females misreport their age more often compared to males, and females
benefited less from this ‘era of globalization’. The percentage of population misreporting their age is
lower for the post-1870 period compared to the 1850-1870. Interestingly, this research shows that
export oriented areas had less age misreporting initially compared to the subsistence areas with a less
strong decline in the post-1870 period. It seems as if export oriented agriculture was initially set up
where education was better. I would argue that selective labour workforce did not cause this result
(although it played a role in the social selection of the migrants).
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Figure 1: The age distribution of male Fiji migrants
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Figure 2: The age distribution of female Fiji migrants
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Figure 3: The age distribution of Fiji migrants from the export oriented regions for the pre 1870
period
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Figure 4: The age distribution of Fiji migrants from the cities for pre 1870 period
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Figure 5: The age distribution of Fiji migrants from the subsistence agriculture regions for pre 1870
period
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Figure 6: The age distribution from the export oriented regions for the post 1870 period
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Figure 7: The age distribution of Fiji migrants from cities for the post 1970 period
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Figure 8: The age distribution of migrants from subsistence agriculture regions for post 1970 period
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Table 1: Myers index for the by Gender for pre 1870 and the post 1870 periods

Gender Total 1850-1870 Post 1870
Male 24.4 29.9 22.4
Female 28.5 31.2 27.9
Total 25.6 30.3 24.0



New Researchers - Session II / A

88

Table 2: Myers index by region for the pre 1870 and the post 1870 periods

Regions 1850-1870 Post 1870 Total
Export oriented 30.5 24.4 26.2
Cities 36.1 25.4 27.3
Subsistence 40.1 20.6 22.5
Total 25.6 30.3 24.0

Table 3: Myers index by religion and caste for the pre 1870 and the post 1870 periods.

Regions 1850-1870 Post 1870
Upper caste 32.5 23.4
Middle caste 30.1 24.0
Lower caste 29.4 24.1
Tribe 46.9 21.0
Muslim 30.5 25.2
Total 30.3 24.0
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Peasants and settlers in Africa: structural and institutional
change in Ghana and Zimbabwe from c.1890 to c.2000

Dede Amanor-Wilks, London School of Economics
(D.A.Amanor-Wilks@lse.ac.uk)
Supervisor: Dr Gareth M Austin

The extreme politicization of land reform in Zimbabwe since 1997 and the near total repossession of
land by the state from 2000-04 understandably sparked international outrage. The crisis has given
rise to a new literature embracing post-modernist conceptualizations of the nature of the state, the
state and civic society, the state and citizenship. At another level, the critique has focused on the
destruction of the productive base of the economy built up by mainly European commercial farmers
during the course of the last century, and the propensity of peasant farmers to destroy the
environment. This literature overlooks the spectacularly successful performance of indigenous West
African cocoa producers, notably in the Gold Coast/Ghana, from the last decade of the nineteenth
century. In relation to the need to widen the productive base of the inherited colonial economic
structure in order to meet the needs of the overall Zimbabwean economy, much of the recent work on
Zimbabwe has suffered from an ahistorical approach, threatening to set the land reform discourse
adrift.2 However, recent studies by Sam Moyo3 and Moyo and Yeros4 suggest that the dramatic, if
clumsy, repossession is but the hugely visible tail end of a land occupation movement that was
initiated by peasants at independence in 1980, that was suppressed from 1985 when the government,
under pressure to adopt economic stabilization measures, began to evict ‘squatters’, only to resurface
dramatically in 1997 when war veterans held President Robert Mugabe virtually hostage at State
House. If we accept this analysis, we must consider the implications of the likelihood that it was not
so much Mugabe who unleashed the war veterans, as the war veterans who unleashed him.

For, turning the clock back now a hundred years or so, one is bound to confront the legacy of
another individual whose actions changed the system of resource allocation and the evolution of
factor markets. Cecil John Rhodes was so driven by the twin ambitions of money and power that any
circle could be squared and the only principle that truly mattered was world domination by
Englishmen. One of his very last acts before his death in 1902 was to sign away African land rights.
Yet Rhodes the imperialist was also unassailably the Schumpeterian hero. As the super-entrepreneur
who generated super-profits and encouraged others to follow suit, Rhodes in many ways stamped his
personality on the Southern African region. Always interested in the latest inventions, he ensured
that the British South Africa Company, founded by him, and the De Beers Company which he
consolidated into the world’s greatest ever diamond monopoly, always kept astride of world
technological developments. His interest in railways and willingness to finance them created a legacy
of infrastructure in Southern Africa that is second to none in sub-Saharan Africa. Yet it would be
wrong to attribute to Rhodes the exaggerated role that is today ascribed to Robert Mugabe. For the
purposes of this analysis, it is fruitful to focus on both men as changers of rules. As the man who tore
down indigenous institutions, replacing them with institutions that gave him endless property rights
and guaranteed those of business associates, cronies and other European settlers, Rhodes fashioned
the path upon which southern African economic development would depend throughout the entire
twentieth century. Yet this path was determined by much more than the will of a single individual.

2 See for instance Amanda Hammer, Brian Raftopoulos and Stig Jensen (eds), Zimbabwe’s Unfinished Business:
Rethinking Land, State and Nation in the Context of Crisis, Harare: Weaver Press, 2003.

3 Sam Moyo, ‘The Land Occupation Movement and Democratisation in Zimbabwe’, Millennium: Journal of
International Studies 30, 2, 2001: pp.311-30.

4 Sam Moyo and Paris Yeros, ‘Land Occupations and Land Reform in Zimbabwe’ in Moyo and Yeros (eds) Reclaiming
the Land: The Resurgence of Rural Movements in Africa, Asia and Latin America, London: Zed Books,
forthcoming.
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Similarly, the present policy of restoring African land rights is being determined by far more than the
political ambition of President Mugabe.

AG Hopkins outlined one geological and three agricultural reasons why Ghana did not follow
the settler colony model.5 To these might be added the stimulus of population density. For the
pioneers of the industry which came to dominate world cocoa trade came from the south-eastern
parts of the Gold Coast where farmland had become scarce. They migrated into areas of virgin forest
and, in an unprecedented development, paid cash to Akyem chiefs who had surplus land to allocate.6

This was in stark contrast to the situation in precolonial Zimbabwe where landlocked status and a
sparser population meant Africans were not yet engaged in export trade. By the time the British had
completed the political submission of Asante, the spontaneous development of the cocoa industry
was already propelling colonial Ghana to a new level of commodity export trade.7 Gold finds were
disappointing in both Ghana and Zimbabwe. In the former, however, cocoa wealth put Britain in a
stronger position, financially, to administer the colony, removing some of the attraction of the
chartered company as potential territorial administrator.8

The Role of the Chartered Company

As pointed out by Ivor Wilks, the situation in Asante in the last decade of the nineteenth century was
structurally similar to that in Matebeleland,9 as the following points will illustrate. In 1888,
Lobengula, the African ruler of Matebeleland, entered into a friendship agreement with Queen
Victoria. During the same year, Britain sought a similar agreement with the Asantehene (ruler of
Asante) Nana Kwaku Duah III. This agreement fell through and after rejecting a fuller offer of
British protectorate status in 1891 on the grounds that Britain should recognize Asante as an
‘indigenous nation’, the Asante began moves to draw up their own plans for economic development.
Curiously, the blueprint for this development was modelled on the British South African Company’s
activities in Southern Rhodesia,10 but in the event Ghana was not to follow the settler colony model.

Notwithstanding the budding friendship between Queen Victoria and Lobengula, expressed in
a warm exchange of letters that are preserved in a number of archives, Rhodes feared that the
expansionary activities of the Boers in the Transvaal, of the Germans in South West Africa
(Namibia), of the Portuguese in South East Africa (Mozambique) and, to the north, of Belgian King
Leopold in the Congo would soon threaten the missionary road from the Cape Colony into central
Africa and drastically curtail his own imperialist vision of a British sphere of influence stretching
from the Cape to Cairo. Between 1888 and 1889, Rhodes employed a breathtaking combination of

5 AG Hopkins, An Economic History of West Africa, 1973.
6 See Polly Hill, Studies in Rural Capitalism in West Africa, 1970; The Migrant Cocoa Farmers of Southern Ghana,

1963; The Gold Coast Cocoa Farmer, 1956.
7 See Geoffrey Kay, The Political Economy of Colonialism, 1972.
8 From 1890 until 1923, the territory that was to bear, successively, the names Mashonaland and Matebeleland, Southern

Rhodesia, Rhodesia, Rhodesia-Zimbabwe and finally Zimbabwe was run not so much by a government as by a
board of directors. This was the Board of Directors of the British South Africa Company (BSAC), founded by Cecil
John Rhodes in 1888. The first administrator of Mashonaland, the professional bureaucrat Colquhoun, spent only a
year in office before being replaced by a close associate of Rhodes, Leander Starr Jameson, a physician whose ad
hoc and personalised methods of resource allocation more closely matched the style of governance and business
practice of Rhodes himself. Southern Rhodesia was administered as a single territory after 1893, when Rhodes, now
Prime Minister of Cape Province, sent a second pioneer force to rout Lobengula and occupy Matebeleland. In 1923,
the BSAC pulled out and Southern Rhodesia was given Responsible Government under the Dominions Office in
London. Responsible Government gave settlers the freedom to run their own affairs, with the final say on matters
affecting African interests reserved by Whitehall. By contrast, what became Ghana was administered as four
separate territories until well into the twentieth century. The first of these, the Gold Coast Colony, was established
on the Guinea coast in 1874, when Holland ceded the last of its coastal forts to Britain. Protectorate status was
forced upon Asante in 1876 and in 1901 it was annexed to the British Crown as a colony. Meanwhile, the Northern
Territories were run as a separate protectorate, as was the western part of Togoland after Germany’s defeat in the
First World War.

9 Ivor Wilks, Asante in the Nineteenth Century: structure and evolution of a political order, 1975: pp.590-641.
10 Ibid: pp.639-41.
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charm, wit, deceit, bribery and gerrymandering to trick Lobengula into signing the notorious Rudd
Concession, obtain his Royal Charter for the development of central

African lands, and begin preparing for the invasion of Mashonaland, employing Frank
Johnson, a 23-year old prankster with a strong sense of adventure, to recruit and lead a pioneer force.
In June 1890, the force was launched from northern Bechuanaland (Botswana), skirted to the east to
avoid conflict with Lobengula in Matebeleland, and planted the Union Jack at Fort Salisbury (now
Harare) on 12 September 1890 without firing a single shot.11

It would be wrong to create the impression that Lobengula remained a passive actor in all of
this. Like the Asantehene in Ghana, Lobengula understood that he could not forever hold back the
tide of imperialist expansion, and that the notorious short stabbing spear and military tactics that had
proved so effective during the period of Zulu expansionism (the mfecane or ‘crushing’) could be no
match for the latest long-range European weapons. Consequently, he ordered his restive impi
(regiments) to avoid confrontation with Europeans at all costs. In signing away what he thought were
limited mineral rights, Lobengula believed that he would in return receive the means to modernize
his standing army and fight off incursions from competing imperialist forces. When Lobengula,
realizing that he had been tricked, repudiated the Rudd agreement and began negotiating a rival
claim for land rights with the German concessionaire, Ed Lippert, Rhodes took the precaution of
buying Lippert out of the agreement.12 Similar imperialist rivalry fuelled the British conquest and
eventual annexation of Asante, whose rulers were suspected of strengthening their ties with France
while moving closer to the Germans and Dutch. In Asante, as in Matebeleland, the Asantehene
sought to modernize his army, and was suspected of obtaining weapons secretly from the French.

Another noteworthy similarity between Matebeleland and Asante is that while coastal Ghana’s
long history of friendly contacts with Europeans had encouraged the rise of West Africa’s largest
Western-educated class, including many chiefs,13 Asante continued to resist the penetration of
missionaries throughout the nineteenth century. Like Lobengula, the succession of Asantehenes that
ruled Asante during the last decades of the century were consequently all illiterate. But unlike
Lobengula who relied on European secretaries to transact foreign business and stave off the
increasing flow of ambitious concession-seekers, the Asante rulers were able to draw on the talents
of Owusu Ansa, a British-educated Asante prince whose two sons took over the role of protecting
Asante interests while lobbying for the input of British capital and skills, on Asante terms. It was the
older of the two, John Owusu Ansa, who led an embassy to England in 1895 against the wishes of
the Gold Coast Governor, and worked furiously, but in the end futilely, to obtain a royal charter for
the development of Asante by a company set up in partnership with the sympathetic Liverpool firm
of Radcliffe and Durrant, and modelled on the BSAC.14 Whether such a company would have
worked ultimately for or against Asante is a difficult question. A cynical reading is suggested by the
dealings of Edwin Cade, the founder of Ashanti Goldfields Corporation, who appears in some ways
to have been inspired by the spectacular treachery that characterized many of Rhodes’s dealings.

It is widely recognized that a key role of the chartered company from the point of view of
British imperialism was to deliver empire on the cheap. More disputed is whether European planters
proved efficient or inefficient players in African factor markets. Paul Mosley argued that the image
of the inefficient white Rhodesian settler farmer was a ‘stereotype’ and that a number of large-scale
planters were in fact efficient.15 For the Gold Coast/Ghana, however, Gareth Austin demonstrated

11 National Archives of Zimbabwe (NAZ), CT1/20/1-3: Pioneer Column; CT1/20/2: Pioneer Expedition, Cecil John
Rhodes and Frank Johnson Memorandum of Agreement, 1 January 1890; CT4/4/1: Pioneer Corps; S3183:
Zimbabwe Republic Police, Fort Tuli General Record Book of Places of Historical Interest, Ancient Monuments
and Relics and Isolated Graves.

12 NAZ GEN-F-LIP: Extracts from Mrs Lippert’s diary, 1893, and note by Ed Lippert, 1897.
13 Adu Boahen in JB Webster and AA Boahen with HO Idowu, History of West Africa: The Revolutionary Years – 1815

to Independence, Praeger Publishers, Washington, 1967: p.248.
14 Wilks, Asante in the Nineteenth Century: pp.640-41.
15 Paul Mosley, The Settler Economies: Studies in the economic history of Kenya and Southern Rhodesia 1900-1963,

1983: pp.235.
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that European cocoa planters failed to compete with African farmers because of a cultural outlook
that rendered them unable to adopt the capital and labour-saving agricultural techniques favoured by
indigenous cocoa farmers:

While European planters were determined to persist with an inefficient mode of cultivation it was
not possible for them to survive in numbers, or in the long term, unless the colonial government
was prepared to use its coercive power to give them discriminatory protection in factor or produce
markets. European cocoa growers in Ghana paid the price of not being able to obtain an advantage
frequently enjoyed by colonial planters elsewhere: government backing to enable them to use
coerced labour.16

By contrast, Southern Rhodesia was a place where the colonial government was fully prepared to use
its coercive power. The taxation of peasants from the very start of conquest was aimed not to
accumulate capital but labour. But direct taxation was an inadequate institutional instrument for
drawing labour out of the ‘subsistence’ economy since peasants responded by increasing their output.
Only with the forcible mass eviction of peasants to the marginal soils of the African ‘reserves’ from
the early 1930s was it possible to obtain labour at the desired rate as the containment of peasants
created overpopulation in the reserves.17 In this way, land alienation in Zimbabwe changed the land
to labour ratio. But in combination with other institutional instruments, this reduced the price of
labour to artificially low levels and skewed the structure of economic incentives, with serious
ramifications for future economic development.

Land Alienation and Tenure

In both countries African farmers were habitually accused of being lazy and indifferent to the future.
In the Gold Coast, this perception altered as African producers, within a period of 20 years,
transformed the colony into the world’s leading producer of cocoa. The difference in outlook that
this feat produced is reflected in the evidence collected by two land commissions whose
recommendations defined the land policies adopted in each country. These are on the one hand the
West African Lands Committee, which was set up in 1912 to look at differences in land tenure in the
West African colonies, and on the other the Morris Carter Commission, whose 1925
recommendations resulted in the Land Apportionment Act of 1930, regarded as the Magna Carta of
European settlers in Southern Rhodesia. While the West Africa committee was tasked to recommend
whether any amendments should be made to laws regulating the transfer of land rights, in Southern
Rhodesia, the Carter Commission was to look at the ‘expedience and practicability’ of defining areas
for African-only and European-only purchase of land. In contrast to the former, the Carter
Commission made little attempt to acquaint itself with the finer points of native tenure, but bent its
energy to skewing the evidence so as to demonstrate that Africans would themselves be happier in
racially segregated areas.18

The 1912 Lands Committee recognized a series of principles common to all West African
territories. These included the definition of ownership, rights and obligations of the user and the
spiritual significance associated with land. In contrast to the European view of uncultivated land as
unoccupied, vacant, wasteland, in West African tenure systems, land could not be permanently
alienated. The Committee recognized that the peace of the colony depended on preserving the
indigenous land tenure system. Commissioners were impressed by the spontaneous development of a

16 Gareth Austin, ‘Mode of Production or Mode of Cultivation: Explaining the Failure of European Cocoa Planters in
Competition with African Farmers in Colonial Ghana’, in W. Clarence-Smith (ed), Cocoa Pioneer Fronts: the role
of smallholders, planters and merchants, 1996: p.170.

17 Giovanni Arrighi, ‘Labour Supplies in Historical perspective: a study of the proletarianisation of the African peasantry
in Rhodesia’, Journal of Development Studies, 3 (1970: pp.197-234).

18 NAZ s96 Carter Commission Evidence; s97 Carter Commission – Written Statements; s98 Carter Commission Terms
of Reference, etc.
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wholly Ghanaian trade in cocoa, which had ‘beaten all records in the world’.19 African farmers not
only produced cocoa in large quantities, but also added value at low input cost. It was noted
however, that such permanent cultivation showed signs of encouraging the sale and mortgaging of
lands in a manner so inconsistent with native customary tenure as to have become a source of
litigation.

By 1900 in the Gold Coast Colony there already existed an intensely litigious climate.
Disputes were not solely over boundaries between chiefs or villages, but included claims by
individuals who had bought land from village chiefs. For, although the customary system of
distributing land had remained intact, alongside the communal ownership of land there emerged a
system of private purchase as the growth of ‘legitimate’ trade increased demand for land, particularly
in the southeast of the country where the cocoa industry was to emerge. The evolving situation
would have made it difficult to attempt a Rhodesian-type occupation and alienation of land.
Certainly a good measure of the bravado that drove the 1890 Pioneer Column through Mashonaland
would have been inspired by Rhodes’s pledge that each pioneer, already handsomely paid, would
have the right to peg out a 1,500 morgen farm20 and would receive 20 gold claims once the Union
Jack was hoisted in Salisbury. The 1893 columnists who conquered Matebeleland were offered a
larger package of farm right, mining claims plus a special ‘loot right’.21 But where in the Gold Coast
would such lands have been found without encroaching on disputed areas and sparking a general
rebellion, given that some plaintiffs and defendants made reference to tribute collected in earlier
decades or centuries even?22 Indeed, the attempt, through the Crown Lands Bill of 1896 and the
Lands Bill of 1897, to vest all Gold Coast lands in the British Crown was energetically protested
across the colony and prompted the 1897 formation of the Gold Coast Aborigines’ Rights Protection
Society. Even where land was sparsely populated, disputes centred on fishing rights in creeks and
rivers. By 1914, as observed by the Native Secretary in a note to the Chief Justice, litigation had
‘increased enormously and there appears to be no prospect of termination until the last square foot
shall have been litigated over’.23 The Register of Land Disputes for the last decade of the nineteenth
century in the Gold Coast24 shows that plaintiffs were claiming compensation in amounts ranging
from £123 15s, including interest, for cocoa land25 to £6,000 for the lost possession of a rubber
plantation and cocoa farms.26 The latter seems an extraordinary sum for the period, when we consider
that in Southern Rhodesia, companies that acquired pioneer land rights preferred to rent these lands
to African farmers at a rate of £80 a year, rather than sell them to new settlers from Britain who
could not afford a capital outlay of more than £400.27

The question for the West Africa committee was ‘whether the growth of individual tenure
should be encouraged at the expense of native customary tenure,’ or whether steps should be taken to
check such growth. The Committee’s Draft Report noted that the tribal system supplied the ‘natural
machinery for administration and that this system depends upon the maintenance of the communal
land tenure’ and moreover that ‘permanent cultivation can be successfully carried on under the native
system’. Among the ‘evils’ arising from individual tenure listed in the report was the ‘tendency of
individual ownership to divorce the people from the land’. It cautioned against ‘any Government
action – legislative, executive or judicial – that tends to divorce people from land or to convert the

19 National Archives of Ghana (NAG), West African Lands Committee, Committee on the Tenure of Land in West
African Colonies and Protectorates: Minutes of Evidence, etc, Colonial Office, April 1916.

20 Roughly 3000 acres (1 morgen = 2.12 acres).
21 NAZ CT1/20/1-3: Pioneer Column.
22 For instance in ADM 36/1/29: Kobina Foli, Omanhene of Adansi vs Asanti, the Odikro of Edubiasi and his superior,

Obeng Akese, Chief of Okereso, Judgement in the Chief Commissioner’s Court of Ashanti held at Kumasi, 9/5/23.
23 NAG ADM 11/1/568, Akwapim Land Disputes, 1914.
24 NAG ADM 11/1/1722, Register of Land Disputes, 1894-1903.
25 NAG ADM.11/1/87, Kwesi Amanor vs chief Kwaku Amoa: Title to land situated at Aburi, 1909.
26 NAG ADM 11/1/85, Kwame Apraku vs Omanhene H. Owuse Ansa: Title to Land at Parekro on River Densu, 1909.
27 Terence Ranger, Peasant Consciousness and Guerrilla War in Zimbabwe, 1985: p.102.
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landowner cultivating his own land into a paid labourer working on the land of another’. The
Committee was particularly swayed by the views of Gold Coast Native Affairs Secretary, Francis
Crowther, who while noting that ‘the communal system in its simplicity is inadequate for the needs
of the changed and changing economic conditions,’ argued that: ‘The substitution of ungoverned
individualism for the communal system in the rural districts in my opinion is the signal for poverty
and social disorder for the majority’. Weighing this view against others in favour of individual
tenure, the Committee pronounced itself ‘unable to recommend the introduction of a system which is
alien to native custom, and is likely to subvert the principle of native government and to lead to
poverty and social disaster for the majority’.28

It was, similarly, with the aim of averting social disaster that Article 14 of the Royal Charter
granted to Rhodes had stipulated that ‘careful regard shall always be had to the custom and laws of
the class or tribe or nation to which the parties respectively belong, especially with regard to the
holding, possession, transfer and disposition of lands and testate or intestate succession thereto’.29

Despite this stipulation, after the occupation of Mashonaland in 1890, no provision was made for the
acquisition of land by Africans. For this reason, the Carter Commission was asked to keep Article 14
in mind. But more prominent in the mind of the Commission was an 1898 Order in Council, under
which ‘a Native may acquire, hold, encumber and dispose of land on the same conditions as a person
who is not a Native’. It was fear of the future implications of this Order that propelled the
Commission towards seemingly irreversible segregation.

At the time the Commission sat, of Southern Rhodesia’s 96.25 million acres, 31 million had
already been alienated to Europeans, 21.6 million were Native Reserves, and 43 million acres had
been reserved for future allocation. Of this last amount, the Commission recommended that 7 million
(6,851,876) acres should be assigned to Africans as Native Purchase Areas, while 17 million
(17,423,815) acres should be reserved for future use by Europeans. This left 18 million (17,793,300)
acres in remote and tsetse-ridden areas to be left unassigned. In other words, nothing further was
added to the Reserves, where it was suggested Africans would have to improve their production
methods and thereby make better use of the land already assigned to them.30

In conclusion, while the peasant-settler distinction was determined by much more than the
adventures of a few Europeans in Africa, the destruction by settlers in Southern Rhodesia of
indigenous institutions and their replacement with institutions guaranteeing the property rights of a
small settler minority skewed the structure of incentives, producing a crisis of economic and social
development. In the Gold Coast/Ghana, by contrast, the flourishing of indigenous institutions saw
African producers excel on the world stage. How the differing evolution of factor markets affected
the response of each country to the post-colonial crisis of industrial development will be considered
in another section of my research. In both countries the failure to nurture growth-enhancing
institutions and a capital-intensive industrialization strategy lie at the heart of the problem of
economic development.

28 NAG, West African Lands Committee, Committee on the Tenure of Land in West African Colonies and Protectorates:
Draft Report, Colonial Office, April 1916, paragraphs 312-315.

29 NAZ Government Notices, August 1895 to December 1898: Administrator’s Copy. See further EJ Mudadirwa Zvobgo,
The Role of Law as in Instrument of Oppression, 1973, NAZ GEN-P/ZVO.

30 NAZ s98, Carter Commission Terms of Reference etc. See further RH Palmer, Aspects of Rhodesian Land Policy
1830-1836, Pamphlet No 22, Central Africa Historical Association, Salisbury 1968.
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Comparative measurement of social capital in the nineteenth
and twentieth centuries

Marta Felis-Rota, London School of Economics
(m.felis-rota@lse.ac.uk)

Supervisor: Professor Nicholas Crafts

In this paper, a measure of nineteenth century social capital is developed and used as empirical proof
that social evolution can improve economic growth predictions.

Introduction

The duty of the social scientist is to analyse social phenomena. No matter how imperfect the
measurement of social phenomena is, these should be subject to non-quantitative as well as
quantitative analysis. However, in the words of Douglass North: ‘it is much easier to describe and be
precise about the formal rules that societies devise than describe and be precise about the informal
ways by which human beings have structured human interaction’ (North, 1990:36).31 So, he
acknowledges the difficulty of capturing the social arrangements in order to endorse them into
scientific considerations. Nevertheless, he continues: ‘But although they defy (…) neat specification
and it is extremely difficult to develop unambiguous tests of their significance, they are important’
(ibid.).

In this passage, Douglass North points out the importance of informal organizations and
modus operandi of human activity. Even if quantitative analysis is difficult, it may still reveal some
interesting stylized facts.

A Historical Example32

The origin of the Zulu state by the beginning of the nineteenth century in south-eastern Africa shows
how it is possible to detach by means other than technological. ‘Among the dozens of Zulu
chiefdoms, the Mtetwa chiefdom enjoyed no advantage whatsoever of technology, writing, or germs
over the other chiefdoms, which it nevertheless succeeded in defeating’ (Diamond, 1997: 292). The
chief of the Mtetwa, called Dingiswayo:

… developed a superior centralized military organization by drafting young men from all
villages and grouping them into regiments by age rather than by their village. He also
developed superior centralized political organization by abstaining from slaughter as he
conquered other chiefdoms, leaving the conquered chief’s family intact, and limiting
himself to replacing the conquered chief himself with a relative willing to cooperate with
Dingiswayo (Diamond, 1997: 290).

Whether Dingiswayo mixed people from different tribes on purpose or just as part of a military
logistic tactic, his advantage lay specifically in creating links among people belonging to different
tribes, building in this way mutual trust and cooperation instead of promoting rivalry.

It is a pity that Diamond fails to underline this point in his argument, arguing just superiority
in political centralization (ibid.: 288). The passage suggests that the advantage consisted not only of
political and military superiority, but also of potentially better organization and higher levels of
social capability.

Social Capital: brief definition

The importance of the structure of society and of the interactions among its agents have always been
recognized as relevant factors in the performance of economies. The social links between citizens

31 Full list of references available upon request.
32 I restricted myself to only one historical example due to space constraints.
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can be encompassed under the concept of ‘social capital’ (DiPasquale and Glaeser, 1999: 355).  In
the words of the sociologist Robert Putnam, social capital ‘refers to features of social organization,
such as trust, norms, and networks, that can improve the efficiency of society by facilitating
coordinated actions’ (Putnam, 1993: 167). In short, social capital can be understood in the abstract as
the quality of civil society.

Researchers need to bear in mind that definition and measurement walk hand in hand. Social
capital is an intangible collective good. The abstract character of the notion makes social capital very
difficult to quantify in empirical work.

Measurement

Based on existing measurement attempts, the three main social capital indicators are TRUST, CIVIC,
and SOCDEV, standing for level of trust in a society, civic engagement, and social development
index respectively. The first two correspond to the late twentieth century and have been taken from
Knack and Keefer (1997). Both TRUST and CIVIC come from the World Value Surveys, which
periodically run over a whole range of countries around the world. Trust in people is the percentage
of respondents who answered “yes” to the question: ‘Generally speaking, would you say that most
people can be trusted or that you can’t be too careful in dealing with people?’ I took the standardized
original for the comparisons and also amplified it to TRUSTAM by adding extra country data from
both the most recent and past rounds of the World Value Surveys. Overall, the rounds for 1980,
1990-1 and 1995-6 are incorporated. Civic engagement is the percentage of civic activities in which
an average individual participates. The activities included are: social-welfare services for the elderly
and deprived; education, art, and cultural activities; local community affairs; conservation,
environment, ecology; and voluntary associations for health (La Porta et al., 1997).

SOCDEV was taken from Adelman and Morris (1967). The index is an extraction of factor
scores from a principal components analysis including 41 socio-economic variables from 74
countries around the world, for the period 1957-62. Temple and Johnson (1998) previously used this
index in order to test the economic significance of social arrangements.

In graphs 1 and 2 (within twentieth century comparisons), the light-coloured dots and lines
depict the pair SOCDEV versus CIVIC, while the dark dots and lines represent SOCDEV versus
TRUST. In short, all the scatter plots below (graphs 1 to 8) should be read in the following way:
every graph is composed of two overlapping bi-dimensional scatter plots, with the social
development index in the horizontal axis and the World Value Surveys’ indices (CIVIC and TRUST)
in the vertical axis. SOCDEV is common for both overlapping plots and is always positioned in the
horizontal axis. It represents the historical measure of social capital. CIVIC and TRUST are always
placed in the vertical axis, representing the contemporary measure of social capital. In this way, we
can read all the graphs as a historical evolution of social capital, by looking at where countries were
positioned in the past (horizontal axis) and where are they positioned now (vertical axis).33

Graphs 1 and 2 represent the historical evolution of social capital in the second half of the
twentieth century. SOCDEV corresponds to the years around 1960, while TRUST and CIVIC
capture roughly the last two decades of the twentieth century. Both graphs 1 and 2 are based on the
same data, and differ only on visual aids. The first one draws spikes from every country to the mean
of the contemporary variable. We can observe that the mean of CIVIC is higher than the mean of
TRUST.  Let us not forget that they do not measure exactly the same concept: one is an index of
voluntary participation and the other a yes or no question about the general level of trust in a country.

33 STD at the end of the name of the variable means that the variable has been standardized.  The variables which do not
contain STD at the end of their name were already constructed in a way which allows for comparison.
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Graph 1: Second half of c.20th - Overlay Scatter Plot with Spikes
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In graph 2 a line has been fitted to the points with the “lowess” method (locally weighted linear
regression). This non-parametric method consists of trying to fit the maximum number of points with
the minimum number of iterations. Fifty per cent of the points have been fitted with only three
iterations. The impossibility of the fit line to match all dots points at the exceptional evolutions (both
for the good and for the bad!). Striking results are those of India and Japan. They reveal themselves
as outstanding performers in social improvement, which is historically consistent with their growth
experiences.34 Also, failure stories are detected by looking at the extremely poor contemporary scores
compared to the mid-century scores for some Latin American countries like Mexico or Venezuela.

Graph 2: Second half of c.20th - Overlay Scatter Plot with Fit Line
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Fit Method: Locally weighted linear regression.

Now that we can look at the Adelman and Morris index in a historical perspective, it appears to have
not only the historical insights the authors were presenting but also more predictive power than they

34 I assume certain background knowledge about economic growth experiences. Extensive literature available.



New Researchers - Session II / A

98

suspected. Their indicators turned out to be apparently too pessimistic for Latin America and too
optimistic for some Far Eastern countries, and so they moved along omitting some indicators
(Adelman and Morris, 1967). At that time, they did not know the importance of their findings. This
social development index could have helped forecast subsequent growth better than any other
contemporary attempt! Temple and Johnson (1998) tell us that the socio-economic index constructed
by Adelman and Morris ‘could have helped researchers make much better forecasts of long-run
growth rates’.

The graphs are a new way of looking at social evolution, and reveal that social developments
happened together with economic growth for prolonged periods of time. Should we have time series
information about social evolution, we would be able to be more precise about the timing of the
social change. Putnam argues that social change happens up to 70 years ahead of subsequent
economic growth. Therefore, we actually need to go back further into the history of social
development to be able to contrast this observation. This is done in the next section.

A first attempt to provide social capital indicators for the nineteenth century

We have seen that including SOCDEV in the analysis gives a historical perspective to the
comparison. It attempts to capture the mid-twentieth century social performance, and the exercise
confirms the predictive power of the index. Taking it one step further, it does make sense to try to go
back to nineteenth century measures of social capability. We need a wider time span in order to test
the time consistency of joint social and economic evolution. Having pre-First World War social
capital estimations could provide very useful historical insights. Amongst the interesting conclusions
that may arise, could be the finding of new historical considerations entering the process.  I present
here my first attempt to do so.

I have re-constructed a database similar to that which Adelman and Morris built for the period
1850 to 1914. The variables in the database are extracted from their 1988 book, re-codified for
operative convenience. I then performed a principal components’ analysis, which seeks non-
redundant dimensions in the data, called principal components. The principal components can be
interpreted as underlying unobserved regressors.35

The analysis reveals that the first principal component alone explains more than 40 per cent of
the variation in the data. So we can take without fear the first principal component as the main
driving force of variation in the data. For this principal component, one can extract scores for each
country and year in the sample. This score can be understood as a weighted average, rationalizing the
weight of each variable according to the amount of variance of the data that is able to explain.

Factor Anlysis

14,947 41,521 14,947 41,521
3,356 9,321 3,356 9,321
3,020 8,389 3,020 8,389
2,565 7,125 2,565 7,125
1,941 5,391 1,941 5,391
1,348 3,744 1,348 3,744
1,113 3,093 1,113 3,093
1,082 3,006 1,082 3,006
1,003 2,786 1,003 2,786

Component
1
2
3
4
5
6
7
8
9

Total
% of

Variance Total % of Variance

Initial Eigenvalues Extraction Sums of Squared Loadings

Total Variance Explained

Extraction Method: Principal Component Analysis.

35 Technical appendix available upon request.
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Because of the nature of the variables included in the analysis, the main principal component can be
interpreted as the level of socio-economic development. I named this variable SD XXXX, standing
for social development index in year XXXX. I constructed series for years 1870 and 1890; though I
expect to expand the list of years to 1850 and 1910. These series can be contrasted to the
contemporary measures of social capital. The results are shown in graphs 3 to 8.

In graphs 3 to 8 the light-coloured dots and lines represent the relation between SD and
TRUST, while the dark dots and lines represent the relation between SD and CIVIC. The
relationship between TRUST and CIVIC is illustrated by means of the overlay scatter plot (i.e.
overlapping to scatter plots). The scatter plots should be read in the same way as the twentieth
century analysis in the previous section.

Graph 3 shows quite different results from its twentieth century counterpart (graph 1). In the
first place, countries are more widely spread over the social development index range and less over
the vertical axis. This indicates convergence from a wide range of social development positions in
the nineteenth century to a more equalized level at the end of the twentieth century. Late nineteenth
century results are similar (see graph 4 for 1890). Secondly, statistical means for contemporary
variables are reversed. Now the mean of TRUST is higher than the mean of CIVIC, both when
contrasted to SD. This is true both for 1870 and 1890. In a few words, the general level of trust
appears to be higher in the late nineteenth century than nowadays. Civic engagement appears to be
more stable over time and more equalized across countries. Graphs 5 and 6 show that trust is more
volatile than civic engagement across countries, and has tended to converge less.
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Graph 3: Historical Evolution 1870-Present - Overlay Scatter Plot with Spikes

1,51,0,50,0-,5-1,0-1,5-2,0

3

2

1

0

-1

-2

-3

TRUSTSTD
SD1870

CIVICSTD

SD1870

Argentin

Japan

Brazil

India

United S United KSwitzerl

Sweden

Spain

Russia

Norway

Netherla

Italy
Germany

France

Denmark

Canada

Belgium

Australi

Argentin

Japan

Brazil

India

United S
United K

Switzerl

Sweden

Spain

Norway

Netherla

Italy

Germany

France

Denmark
Canada

BelgiumAustrali

SD 1870 (horizontal) against TRUSTSTD (vertical light) and CIVICSTD (vertical dark).
Spikes to mean of vertical

Graph 4: Historical Evolution 1890-Present - Overlay Scatter Plot with Spikes
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Graph 5: Historical Evolution 1870-Present - Overlay Scatter Plot with Fitted Line
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Graph 6: Historical Evolution 1890-Present - Overlay Scatter Plot with Fitted Line
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Graphs 7 and 8 present fit lines with 95 per cent confidence intervals. Quadratic and cubic regression
prediction lines were used respectively, according to which method fitted the data best. Again 1870-
nowadays and 1890-nowadays analyses show similar results, the main ones being: 1) civic
engagement convergence with open ends (social extremes seems to be more unpredictable), and 2)
parabolic layout of trust points. In other words, it is countries in the middle of the spectrum which
have most improved, confirming the Abramovitz hypothesis of ‘falling behind’ for the best
historically positioned countries (Abramovitz, 1986).
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Graph 7: Historical Evolution 1870-Present - Overlay Scatter Plot with Quadratic Regression Lines
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Graph 8: Historical Evolution 1890-Present - Overlay Scatter Plot with Cubic Regression Lines
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A considerable historical perspective is added to the analysis. A striking characteristic is the finding
that some socially well-located countries in the nineteenth century appear to be losing their social
endowments at the end of the twentieth century. This worrying phenomenon, which surprised me as
counterintuitive, needs more detailed consideration. But, as a first approximation, this dramatic
finding is nothing other than proof of what Putnam was pointing at in his 2000 book, Bowling Alone,
detailing the weakening of social values in North American society. Indeed, other highly advanced
countries like France or Belgium show the same tendency.

Concluding Remarks

I have presented a first attempt to capture nineteenth century social capital and use it as empirical
proof that social evolution can improve economic growth predictions. I understand this study is only
the tip of the iceberg.  The results presented in this paper should be read as work in progress.
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Historical GDP estimates of Singapore, 1900-39 and 1950-60:
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Supervisors: Professors Tan Eu Chye & Shaharil Talib

1. Introduction

The study of long-term economic growth of Singapore has been hampered until now by the absence
of long-term statistical series on national accounts prior to 1960. This explains why the existing
literature on the pre-1960 economic development of Singapore has been confined merely to studies
on specific sectors. This paper will provide the first cut estimates of the Gross Domestic Product
(GDP) of Singapore for the periods 1900-39 and 1950-60 in both current and constant prices36 and
highlight the main turning points of GDP growth. This paper is divided into seven sections. Section 1
starts with the introduction while sections 2 through 5 describe the methodologies employed in
constructing the series on private final consumption expenditure, government final consumption
expenditure, gross capital formation and net exports of goods and services. Section 6 summarizes the
procedures used to deflate the expenditure components of GDP into constant prices while section 7
provides a short commentary on the GDP estimates highlighting the main turning points in the series.

2. Private Final Consumption Expenditure by Resident Households (PFCE)

The construction of the private final consumption expenditure of resident households requires a
comprehensive set of data. Presently, household budget surveys and commodity flow tables are
widely utilized for the computation of PFCE. However, these approaches could not be employed due
to the dearth of data. Consequently, alternative techniques had to be utilized in arriving at these
estimates. Two distinctive approaches were employed: the direct and indirect approach. In the direct
approach, consumption expenditure on opium, education, medical fees, utilities (gas, water supply
and electricity) and railway passenger transport was gathered independently from various official
sources. The indirect approach involved the estimate of PFCE on food, beverages and tobacco,
clothing, rent, domestic servants and transport (other than passenger railway). Summing up the
expenditures derived from these two approaches provides us the PFCE in current and constant prices.

Under the direct approach, household opium consumption was estimated based on information
such as opium sold by revenue farms and government gross revenue receipts from the sales of
opium. No estimates were made for the postwar period due to the prohibition of opium sales. In the
case of education and medical expenses, fees and charges collected by the government were taken to
represent the PFCE. Revenues collected from households by the electricity, gas and water boards
were treated as the consumption expenditure on utilities.

The indirect approach estimates involved a number of steps, labelled (1) through (10) as can
be seen in figure 1 below. In reality, significant differences in consumption levels and expenditure
patterns exist among ethnic groups, rural and urban areas and between households in different
income/occupational classes. To this end, the consumption patterns were classified into six
consumption standards (step 1 of figure 1). Subsequently, the current per capita consumption
expenditure of each major object of consumption was identified for each standard (step 2 of figure

36 No estimates for the 1940s were made due to the dearth of data. The first national income estimate of Singapore was
constructed for the year 1956 by Frederick Benham. Subsequently, official compilation of national accounts
commenced in 1960. Under the British colonial administration, many types of statistical data were created and
improved over time. These figures, however, need to be adjusted or rearranged to conform to the needs of national
accounting. Furthermore, descriptive data was utilised to check the validity of the statistical figures and modified
whenever necessary. In this regard, the current estimates require further refinements. The construction of the GDP
estimates was based on the concepts and definitions as outlined in SNA68.
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1). These figures were then deflated by the consumer price indices of each major object of
consumption to obtain the expenditure in constant prices (steps 3-4 of figure 1). Real per capita
consumption expenditure of each major object of consumption of each standard was then adjusted
based on the changes in real income over time taking into account the income elasticities of demand
by each major object of consumption. The income elasticities of demand of 0.6 for food, 1.0 for
beverages and tobacco, clothing, domestic servants and transport (excluding railway passenger
transport) and 0.8 for rent were then applied. (steps 5-7 of figure 1).

Figure 1: Flow Chart for the Construction of PFCE
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Table 1 provides an example of how PFCE was computed for food for the European standard in both
constant and current prices. If in the base year (t), the real per capita expenditure on food for
European standard is RPCFt and if the real wage indices37 increase from 1 in year t to 1.2 in year t+1,
real per capita expenditure on food in year t+1 (RPCFt+1) is calculated as follows:

RPCFt+1 = RPCFt + ((RPCFt  1.2/1.0)  0.6)

If the real earnings index increases to 1.5 in year t+2, per capita food expenditure in year t+2 is
calculated as follows:

RPCFt+2 = RPCFt+1 + ((RPCFt+1  (1.5-1.2)/1.2))  0.6))

37 Data on household income was not available. The movements of the nominal weighted wage indices of the agriculture
and non-agriculture sectors were then used as surrogates for household income changes. The real wage index for the
period 1900-39 was then computed by dividing the linked series from 1900-1939 by the overall Consumer Price
Indices with base year 1914=100.
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Table 1: Steps for Computing PFCE on Food for European Standard in Current and 1914 Prices
Year Real Wage

Indices
(1914=100)

Changes in Real
Income (%)

Income
Elasticity of
Demand on

Food

Changes in Real
Consumption on Food

(%)

Real Per-capita Consumption Expenditure of
European Standard on Food in 1914 Prices

Population of
European
Standard

Private Final
Consumption

Expenditure of
European

Standard in the
Domestic
Market

(1914 Prices)
(Straits $)

Weighted
Food Price

Indices
(1914=100)

Total Private
Final

Consumption
Expenditure of

European
Standard in the
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Market

(Current Prices)
(Straits $)

Year

[1] [2] [1] x [2] [3] [1] x [2] x [3]
/100

t RPCFt = 100 100 RPCFt = 100 1,000 100,000 80 80,000 t
20%
=(120-100/100)

0.6
12%= 20% 

RPCFt+1= RPCFt + (RPCFt )

112 =100 + (100 x 12%)
25%
=(150-120/120)

0.6
15%=25% 

RPCFt+2= RPCFt+1 + (RPCFt+1 )

128.8 =112 + (112 x 15%)
110 283,360

t+1

t+2

151,20090120

150

168,000

257,600

1,500

2,000

Real Per-capita
Consumption

Expenditure of
European

Standard on Food
in 1914 Prices

t+1

t+2

Real per-capita expenditure of European standard on food for the period 1900-39 was then multiplied
by the population of each year of the European standard to obtain the real PFCE of the European
Standard on food for each reference year (steps 8-9 of figure 1). The derived figures were then
inflated by the food indices to arrive at the PFCE in current prices (step 10 of figure 1). Similar
procedures were applied for each major object of consumption for the six standards of population. In
addition, miscellaneous expenditure, which included among others furniture, household equipment,
etc, was taken to be 10 per cent of PFCE of the indirect components in current prices. Aggregating
the figures of the direct components, indirect components and miscellaneous items of expenditure
then derived PFCE in the domestic market. In order to obtain PFCE by resident households, it was
necessary to add overseas consumption of resident households and deduct the non-resident
consumption made in the domestic market. Based on the post-independence figure (1960-65), it was
felt that overseas resident consumption for the entire periods, 1900-39 and 1950-59, was negligible.
However, it was estimated that the non-resident consumption made in the domestic market was 10
per cent of PFCE in the domestic market.

3: Government Final Consumption Expenditure (GFCE)

GFCE was derived by deducting from the government output (goods and services), the sales of other
goods and services produced by the producers of government services. Output of producers of
government services was computed by summing up the compensation of employees (personal
emoluments), the intermediate consumption of goods and services and the depreciation allowances
of all producers of government services. These estimates also include the expenditure incurred by
Municipality/City Council of Singapore and Rural Boards.38 In the case of government sales of goods
and services, school fees and hospital fees were identified and deducted from government output to
arrive at the GFCE.

4: Gross Capital Formation (GCF)

GCF consists of outlays on additions to the fixed assets of the economy plus net changes in the level
of inventories. This estimate includes cultivated assets, machinery and equipment and construction.
Inventories include stocks of goods held by producers to meet temporary or unexpected fluctuations
in production or sales, and work in progress other than construction.

38 Military expenditure on capital formation items have been treated as intermediate consumption of goods and services
and form part and parcel of output.
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4.1 Cultivated Assets

In preparing the estimates, only rubber and coconut were selected since other perennial crops were
found to be negligible. All expenses sunk into perennial crops prior to their reaching bearing age
were treated as part and parcel of capital expenditure. Three types of information were utilized for
the above computation, namely, newly planted acreage for each year, number of years it takes for the
crop to reach bearing age and annual cost per acre of bringing the crop into production. As is shown
in table 2, the yearly estimates of expenditure in cultivated assets at different years of maturity were
derived by multiplying the total immature acreage with the corresponding base year estimates of cost
of investment per acre at different stages of maturity. These yearly estimates were then aggregated to
arrive at the yearly estimates of real capital expenditure. Total real investment in cultivated assets
was then inflated by the nominal rubber tapper’s earnings indices. For both rubber and coconut, a
distinction was made between smallholding and estate cultivation. The cost per acre calculation took
into account the costs of land preparation, lining, holing and planting, protection from weather and
disease, pruning, weeding, and upkeep until the trees reached maturity. Since the period under study
spans 40 years, an attempt was made to use varying cost estimates for different sub-periods in order
to reflect changes in costs over time.

Table 2: Method of Calculating Investment on Rubber Planting at Current Prices
1910 1911 1912 1913 1914 1915 1916

Newly Planted Acreage for 1910 [1] 10 10 10 10 10 10
Cost per acre (1911 prices) [2] 50 20 20 20 20 20
Value [A]= [1]x[2] 500 200 200 200 200 200

1910 1911 1912 1913 1914 1915 1916
Newly Planted Acreage for 1911 [3] 30 30 30 30 30 30
Cost per acre (1911 prices) [4] 50 20 20 20 20 20
Value [B]=[3]x[4] 1500 600 600 600 600 600

1910 1911 1912 1913 1914 1915 1916
Investment (1911 prices) [C]=[A]+[B] 500 1700 800 800 800 800 600
Rubber Tappers Indices (1911 prices) [D] 90 100 110 120 130 140 150
Investment (Current Prices) [E]=[C]x[D]/100 450 1,700 880 960 1,040 1,120 900

Rubber Tappers Indices (1914 prices) [F] 69 77 85 92 100 108 115
Investment (1914 Prices) [G]=[E]/[F]*100 652 2,208 1,035 1,043 1,040 1,037 783

4.2 Construction

No survey was carried out during this period to estimate construction output. In view of this, we had
no other alternative but to estimate the total construction output by inflating the value of a few basic
materials used in construction, such as cement, sawn timber, mild steel bars and rods, bricks, etc, by
using coefficients from input-output studies. Unfortunately, information on the inputs mentioned
above for the period was scarce and no continuous series of data was available except for cement.
Even in this case, net imports of cement retained in the territory of Singapore were available for the
period 1900-12 and 1933-39 only. Figures for missing years were then estimated based on
interpolation and extrapolation techniques. The first construction survey in 1972 provided data on the
input value of cement to total output and it was found to be 9.1 per cent.  In our estimates, the
relationship was fixed at 2 per cent, 4 per cent, 5 per cent and 7 per cent for the periods 1900-07,
1908-27, 1928-32 and 1933-60 respectively. Total construction expenditure that went into fixed
capital formation was then derived by deducting from total output of construction, the expenditures
on repairs and maintenance.

4.3 Machinery and Equipment (M&E)

It was assumed that the M&E produced locally during the period was negligible. This means that
total net imports valued at market prices were equivalent to total investments in M&E. Net imports
of M&E at cif values were obtained from official trade statistics and data for the missing years were
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estimated by interpolation and extrapolation. No commodity taxes were levied against M&E which
meant that the cif (basic) and producers’ values were identical. Trade and transport margins of 15 per
cent and 2 per cent respectively were added to producers’ value to arrive at market prices. The final
step was to determine what proportion of net imports was to be capitalized. Some of these imports
would have been used as inputs into construction activity and some as part of private final
consumption expenditure. Consequently, it was not possible to determine these values from the
historical records and therefore 20 per cent of net imports were arbitrarily assigned for intermediate
and private final consumption expenditure and the remaining 80 per cent were capitalized.

4.4 Change in Inventories (Stock)

Inventory as defined in SNA68, consists largely of raw materials and supply, finished or partly
finished products awaiting sale and unpaid work in progress on assets which take a long time to
produce. As mentioned above, net imports of construction items and M&E and other materials
supplied were all assumed to be capitalized or used as inputs within the calendar year, a heroic
assumption which is subject to large error. Due to the dearth of data, only rubber stocks were taken
into account in the change of inventories. Even data on rubber stocks for Singapore per se was not
available. This being the case, inventory data on rubber for the Straits Settlements for the period
1923-39 was used on the premise that 80 per cent of the stock (quantity) was retained in Singapore.
Stock values for this period were then computed based on the annual average export price of this
commodity. The difference between two consecutive end-year stocks was taken to be the change in
stock in value terms for a particular reference period. Similar data for the years prior to this period
were estimated using interpolation and extrapolation techniques. In the case of the postwar period
(1950-59), quantity data was readily available for Singapore per se and the value was obtained in a
manner similar to that as described for the period 1923-39.

5: Net Exports of Goods and Services

Export and import statistics cover transactions of goods and services between the residents of one
country and non-residents of another. Purchases of goods and services by foreign tourists made in the
country should be treated as exports of good and services. Conversely, purchases made by domestic
tourists overseas should be classified as imports. Trade figures recorded during the British colonial
period, however, provided data on imports and exports of goods which crossed the customs frontier.
Since we were not able to identify the ownership of these goods, data in this series do not provide
separate data for exports and imports of goods and services. Therefore, only data on net exports of
goods and services were presented in order to overcome this inability to identify ownership. Data on
merchandise imports and exports of Singapore were available for the period 1900-27. For the period
1928-39, the data on Singapore’s trade with Malaya was no longer available. Interpolation and
extrapolation techniques were applied to obtain the estimates. For the post World War II period,
W.G. Huff’s estimates were applied.  Estimates for exports and imports other than those covered by
trade statistics were captured in this estimate by using port and other related statistics.

Section 6: Deflators

Real GDP figures were arrived at by deflating each component of aggregate demand in current prices
by various deflators into constant 1914 prices for the period 1900-39 and 1957 prices for the years
1950-60. Table 3 portrays the various deflators used in the deflation process.
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Table 3: Summary of Deflation Procedures

GDP Components Method Applied / Deflators
Private Final Consumption Expenditure Summation of real consumption expenditure of each major

object of consumption by each standard
Government Final Consumption Expenditure
     Government Output Consumer Price Indices
     Sales of Government Services Consumer Price Indices
Gross Capital Formation
    Cultivated Assets Indian Rubber Tapper's Wage Indices
    Construction Import Unit Value Indices of Cement
    Machinery and Equipment UK Indices of Machinery and Plant
    Changes in Stock (Rubber) Export Unit Value Indices
Exports of Goods and Services
    Merchandize Export Unit Value Indices and CPI Weighted Indices
    Port (goods and services) UK Weighted Indices for Fuel and Light, Transport,

Communication and Other Services
    Non-residents consumption in domestic market Consumer Price Indices

Imports of Goods and Services
   Merchandize Import Unit Value Indices and CPI Weighted Indices

For example, CPI and Import and Export Unit Value Indices were computed using the Laspeyres
Price Indices39. Unit values of commodities were derived from the quotients of values and quantities.
As it was not feasible to derive an outright continuous unit value indices series due to changing
composition of exports, the sample period was broken down into several but overlapping intervals
with different base years. The criteria for the selection of intervals and their base years include
relative stability of the shares of commodities and a relatively tranquil year. In this exercise, the base
year of each interval is identified based on the proximity of the price of the commodity that
commands the largest weight to its average price level during the corresponding interval.

7: Highlights of Preliminary GDP Estimates

For the period 1900-39, the annual average growth of real GDP and real GDP per capita was 4.2 per
cent and 1.2 per cent respectively, while similar data for the period 1950-60 was 3.8 per cent and -1.0
per cent. There was a greater degree of volatility in the annual growth rates during the period 1900-
39, in contrast to moderate and relatively stable growth rates for the period 1950-60. Singapore,
being a small open economy heavily dependent on entrepot trade, was particularly vulnerable to
external shocks caused by sudden economic changes elsewhere in the world. The main factors
contributing to the upturns and downturns of real GDP are presented in table 4. Figures 2 and 3
provide in a graphical form GDP and its components in current and constant prices for the periods
1900-39 and 1950-60 respectively.

39 Laspeyres Price Indices computed using the following formula: PnQo

PoQo



= *
Pn

PoQo
Po

PoQo




where Pn = Price in current period
Qo = Quantity in base period.
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Table 4: Main Factors Contributing to the Upturns and Downturns of GDP in Constant Prices,
Singapore

Years of
Upturns

Possible Factors Years of
Downturns

Possible Factors

1919 Rise in Volume of Net Exports Fall in Real Income and Real PFCE
Rise in Real Income and Real PFCE Fall in Volume of Net Exports
Increase in Real GCF Decrease in Real GCF
Rise in Volume of Net Exports Fall in Volume of Net Exports
Increase in Real GCF Fall in Real Income and Real PFCE
Rise in Volume of Net Exports Decrease in Real GCF
Increase in Real GCF Fall in Volume of Net Exports
Rise in Volume of Net Exports Decrease of Total Population

1933 Rise in Volume of Net Exports Fall in Real Income and Real PFCE
Rise in Real Income and Real PFCE Fall in Volume of Net Exports
Increase in Real GCF 1938 Decrease in Real GCF
Increase of Total Population Decrease in Real GCF
Increase in Real GCF Fall in Volume of Net Exports
Rise in Volume of Net Exports
Rise in Real Income and Real PFCE
Rise in Volume of Net Exports

1928

1935-1937

1953

1930-1932

1934

1952

1925

1939

1922

1920

1924
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Figure 2: Gross Domestic Product and its Components at Current and Constant (1914) Prices,
Singapore, 1900-1939
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Figure 3: Gross Domestic Product and its Components at Current and Constant (1957) Prices,
Singapore, 1950-1960

Gross Domestic Product

-

500

1,000

1,500

2,000

2,500
19

50

19
51

19
52

19
53

19
54

19
55

19
56

19
57

19
58

19
59

19
60

St
ra

it
s 

$ 
M

ill
io

ns

Current Prices 1957 Prices

GDP Per capita

-

200

400

600

800

1,000

1,200

1,400

1,600

19
50

19
51

19
52

19
53

19
54

19
55

19
56

19
57

19
58

19
59

19
60

St
ra

it
s 

$

Current Prices 1957 Prices

Private Final Consumption Expenditure by
Resident Households

-

200

400

600

800

1,000

1,200

1,400

1,600

1,800

2,000

19
50

19
51

19
52

19
53

19
54

19
55

19
56

19
57

19
58

19
59

19
60

St
ra

it
s 

$ 
M

ill
io

ns

Current Prices 1957 Prices

Government Final Consumption Expenditure

-

50

100

150

200

250

19
00

19
01

19
02

19
03

19
04

19
05

19
06

19
07

19
08

19
09

19
10

St
ra

it
s 

$ 
M

ill
io

ns

Current Prices 1957 Prices

Gross Capital Formation

-

50

100

150

200

250

300

350

19
50

19
51

19
52

19
53

19
54

19
55

19
56

19
57

19
58

19
59

19
60

St
ra

it
s 

$ 
M

ill
io

ns

Current Prices 1957 Prices

Net Exports of Goods and Services

-400

-350

-300

-250

-200

-150

-100

-50

0

19
50

19
51

19
52

19
53

19
54

19
55

19
56

19
57

19
58

19
59

19
60

St
ra

it
s 

$ 
M

ill
io

ns

Current Prices 1957 Prices



New Researchers - Session II / B

112

How did Austria-Hungary conduct monetary policy?
Matthias Morys, London School of Economics

(i.m.morys@lse.ac.uk)
Supervisor: Dr Max-Stephan Schulze

The Classical Gold Standard (1870s-1914) has attracted the interest of economic historians since its
foundation. Most of our knowledge is based on the experience of the so-called ‘core countries’, i.e.
the UK, the US, France, and Germany. As for the periphery, two schools of thought can be
distinguished. One of them argues that adherence to gold was particularly beneficial to peripheral
economies as they stood to gain from enhanced credibility even more than core economies. The other
school of thought brings the adjustment process to balance of payments disequilibria to the centre
stage. It is argued that adjustment was much more difficult for the periphery than for the core,
implying that costs would outweigh potential benefits easily in the case of the periphery.

Both hypotheses make sense from an economic point of view, but they often lack empirical
evidence to be either supported or refuted. Focusing on Austria-Hungary and Italy as the largest
peripheral economies in pre-WW I Europe, my PhD thesis attempts to fill this gap by collecting both
quantitative and qualitative evidence to answer the following questions:

(1) Why did Austria-Hungary and Italy want to join the gold standard?
(2) At what cost did the gold standard come, i.e. how painful was the burden of adjustment?
(3) How beneficial was adherence to gold for Austria-Hungary and Italy?

The paper presented at the EHS conference attempts to answer the second question for the case of
Austria-Hungary.

How did Austria-Hungary conduct monetary policy?

It is not straightforward to pinpoint the costs of the gold standard to any individual country. My
paper argues that the main cost is to be seen in the loss of an autonomous monetary policy.
Notwithstanding that the gold standard, as a system of quasi fixed exchange rates, substantially
limited monetary autonomy, the latter was never abandoned completely: discount rates were set on
the national level, and foreign exchange intervention remained another tool of those countries
adhering to gold to make the exchange rate move closer to mint parity again. My paper argues that
asking for the costs of the Gold Standard is equivalent to determining the extent to which monetary
autonomy was limited. I suggest a two-step procedure, differentiating between the long and the short
term.

As a first step, the balance of payments has been reconstructed to get a sense of potential long-
run constraints. More specifically, in case there is a structural balance of payments deficit,
maintaining convertibility in the long-run will be virtually impossible. Two findings stand out. First,
remittances from emigrants constitute the single most important positive item after the turn of the
century. It emerges very clearly that adherence to gold in the absence of mass emigration would have
been much more difficult. Second, the story of capital imports, which figure so prominently in most
accounts of the Classical Gold Standard, is much more complex than commonly assumed. Most
research assumes that peripheral economies suffered from so-called ‘original sin’, i.e. the inability to
circulate debt in domestic currency. The data tell a different story: For example, Austria had issued
paper bonds earlier in the nineteenth century, a large proportion of which were held abroad. As
Europe moved to the gold standard in the 1870s, a large number of paper bonds were repatriated. We
observe a very interesting pattern of contemporaneous capital imports and capital repatriations
starting in the 1870s: paper and silver bonds were sent back to Austria-Hungary, while the issue of
gold bonds led to capital imports at the same time. In net terms, Austria-Hungary repatriated more
bonds than it imported capital for much of the time, causing long-term strain on the balance of
payments.
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In a second step, my paper looks at short term risks. While the balance of payments tells us
something about the ‘general health’ of an economy, it does not provide an answer to the question
whether convertibility can be maintained in times of strain, for example during a financial crisis. The
textbook story states that peripheral economies had to ‘play by the rules of the game’, while core
countries could get away with frequent violations. More precisely speaking, this means that the
conflict between external and internal stability was much more pronounced in the periphery than in
the core (the former required a discount rate increase to safeguard reserves, while the latter required a
discount rate decrease to provide economic stimulus to the domestic economy). My findings suggest
otherwise. Austria-Hungary used the room for manoeuvre left under the Classical Gold Standard
very cleverly. ‘Good periods’ were long enough to accumulate substantial amounts of foreign
exchange reserves. In case Austria-Hungary came under financial strain, the accumulated cushion of
foreign exchange reserves obviated, to a large extent, the need for discount rate hikes. For example,
during the 1907 American banking crisis, the Austro-Hungarian Bank was able to leave the bank rate
below the rates of the Bank of England, the Reichsbank and the Banque de France precisely because
it could resort to selling off foreign exchange reserves over a period of several months.
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How well did the Stock Market treat industry? Evidence from
initial public offerings on the London Stock Exchange over the

twentieth century
David Chambers, London School of Economics

(a.d.chambers@lse.ac.uk)
Supervisor: Professor Nicholas Crafts

Britain possessed the second most important stock market in the world relative to GDP after the
United States at the beginning the twentieth century.1 The stock market plays a vital role in
providing risk capital and an exit for entrepreneurs and family owners as well as in facilitating the
discipline of underperforming firms by takeover.  I focus on its former function in this paper.
According to the latest edition of volume 2 of The Cambridge Economic History of Modern Britain,
detailed research on the “links between stock markets and individual companies are a sadly neglected
research area”.2 I address this gap in our knowledge by assembling and analysing a new dataset on
initial public offerings (IPO) of ordinary shares on the London Stock Exchange (LSE) over the
twentieth century.  The efficiency with which the stock market provided industry with equity finance
is assessed by employing the empirical measure of IPO underpricing found in the modern finance
literature.  Underpricing is the positive return on the average IPO defined by the rise in share price at
the end of the first day of trading over the offer price.  The greater is this return, the lower are gross
proceeds from the IPO and therefore the greater is the money issuing firms and selling shareholders
in particular “have left on the table”.

Whilst underpricing studies have been undertaken since 1959,3 little is known about what
happened before that date.  In the early part of the last century, audited accounts were of little
informational value to shareholders, investors were largely unprotected, IPOs were not usually
underwritten by reputable sponsors, and management could shelter behind the principle of caveat
emptor.  This situation began to improve from the 1948 Companies Act onwards.  My prior
expectation is that firms seeking a listing should have benefited in terms of lower underpricing from
improvements in regulation and disclosure as the century progressed.  The main finding of this paper
is that contrary to expectations underpricing rose in the second half of the last century compared to
the interwar years.

Regulation of the IPO Market

Until “Big Bang” in 1986, the LSE was essentially a gentlemen’s club that made its own rules.4 By
the beginning of the last century, the LSE had developed rules covering applications to its Official
List but brokers also traded securities off this List.  Only in January 1915 were prices of the latter
published as a Supplementary List appended to the Official List and only in 1918 did the LSE’s
explicit permission become necessary.  Applications to the Supplementary List, which accounted for
virtually all applications in my dataset, remained unregulated until the LSE was somewhat shamed
by the poor survival rate of IPOs launched in the 1928 boom.5

After 1945 there was a steady tightening in LSE rules regarding minimum listing criteria.  By
1970 issuing firms required a five year profits record, a minimum issue size of £100,000 and 25 per
cent of outstanding shares be made available to the public (“marketability”).  In addition the LSE
became increasingly reluctant to permit placings other than for the smallest firms.  Placings are a sale

1 Rajan and Zingales (2003).
2 Bowden and Higgins (2004), p.401.
3 For example, Merrett Howe and Newbould (1967), Buckland and Davis (1990), Jenkinson and Trundle (1990), and

Levis (1993).
4 Michie (2001).
5 Harris (1931).
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of shares through an issuing house or broker to a small number of investors conditional on obtaining
a listing, whereas public issues and offers are a sale of shares to the public by prospectus and are
usually underwritten.  Both methods assume a fixed offer price.  In the first half of the century
placings lacked the transparency and level of disclosure of offers.

The establishment of the Unlisted Securities Market (USM) in 1980 marked a turning point in
tougher LSE regulation.  Firms now only required a three-year profits record and marketability of 10
per cent.  In 1990, a two year record became sufficient.  When the Alternative Investment Market
(AIM) succeeded the USM in 1995, the profits record requirement was reduced further to one year
and the marketability criterion dropped.  Furthermore, the LSE relaxed its attitude to placings
starting in 1986.  Thereafter, placings regained respectability and became the preferred method of
getting shares into the hands of institutional investors in contrast to offers which also targeted the
general investor.

The other main regulatory developments affecting IPOs were the improvements in accounting
disclosure and in investor protection.  The Royal Mail scandal of 1931 underlined the considerable
manipulation to which company accounts, and therefore prospectuses, could be subjected and real
reform of financial disclosure had to await the 1948 Companies Act.6 The introduction of SSAPs by
the accounting profession in the 1970s built on this solid foundation.  Advances in investor
protection have similarly been concentrated in the second half of the last century.7

In summary, LSE regulation was lax, financial disclosure poor and investor protection
minimal in the first half of the last century.  Improvements in all three areas were a feature of the
second half.  Only after 1980 was there some relaxation in the LSE’s tougher regulatory stance.

Data

I have collected data on 3,276 ordinary share IPOs from the Times Book of Prospectuses (1917-69),
the Extel Book of New Issues and the Singer and Friedlander “New Equity Issue Statistics” (1970-
79), KPMG “New Issues” (1989-98), and the LSE’s own website (1995-2003).  Summary statistics
for 712 IPOs for 1980-88 were taken from Levis (1993).  Share prices used to calculate returns were
taken from the Stock Exchange Daily Official List (SEDOL) and Datastream.  I have been unable to
find share prices on IPOs before the publication of the Supplementary List in 1915.  The issue of
partly paid shares largely disappeared after the interwar period.  All IPO returns are calculated on a
fully paid basis.  “Penny” shares, prone to extreme price manipulation, are excluded as are
investment trusts.  IPO volume (the number of IPOs per year) for various sub-periods and by issue
method are collated in table 1.  Almost all IPOs are fixed price offers or placings.8 IPO
characteristics are set out in table 2.

Previous Criticisms

Two of the main criticisms of the IPO process beginning early in the last century were the inadequate
finance of small firms and the high direct or administrative costs of IPOs.  The Macmillan Report
(1931) specifically referred to problems faced by small firms in raising long-term capital in amounts
up to £200,000.9 The “Macmillan gap” became a recurring theme of subsequent government
inquiries into the workings of the British financial system.  Whilst the Bolton Report (1971)
concluded that the Macmillan gap had largely been filled by the ICFC, a gap below £50,000 still
existed.10 Thereafter, introduction of the USM and the development of British venture capital did
further improve the availability of risk capital for small firms.11

6 Arnold and Matthews (2002).
7 Franks Mayer and Rossi (2004).
8 The exceptions are tender offers and book-built IPOs.
9 para.404.
10 para. 12.1, 12.87.
11 Stanworth and Gray (1991), ch.6.
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Table 3 examines the “gap” evidence using the new dataset.  The strong implication is that a
serious Macmillan gap existed below £100,000 at 1931 prices (£3 million in current prices) and was
really not addressed by the stock market until the establishment of the USM and then AIM.  The
Bolton gap below £50,000 at 1971 prices (£400,000 in current prices) has remained a considerable
challenge for the LSE.  This is understandable given the considerable scale effect exhibited by direct
costs of IPOs to which I turn next.

Early stock market historians such as Lavington (1921) have generally thought of the costs of
raising equity only in terms of direct or administrative costs including underwriting commission,
brokerage, advisers’ fees, and accounting and legal expenses. Before the 1929 Companies Act, there
were cases of firms being charged up to 50 per cent for underwriting alone.12 Henderson (1951)
calculated average direct costs to gross proceeds at 11-12 per cent in 1937 and again in 1945-47.
Merrett Howe and Newbould’s (MHN) analysis implied a fall in direct costs compared to
Henderson’s sample.  Underwriting expenses in particular had fallen to 2 per cent by the early 1960s
from 4 per cent in the late 1920s.  “Big Bang” in 1986 did not lower direct costs.13 Jenkinson and
Trundle (1990) estimated for 1985-89 IPOs direct costs of 8.8 per cent for offers and 9.3 per cent for
placings, no lower than MHN’s results.  More importantly, both these studies identified underpricing
as a larger problem for issuing firms than direct costs.

Underpricing

Without using the exact terminology, The Economist had pointed out the underpricing problem as
early as 1929.14 The Times first commented in November, 1967 on the “bad case of underpricing” of
O.C. Summers’s IPO which surged 68 per cent on its first day of trading.  The 1967 MHN study was
the first of a number of empirical studies identifying underpricing as an implicit cost problem for
issuing firms.15

I define underpricing as first-day returns, namely, the change in the share price on the first day
of an IPO trading on the LSE over the offer price.  Theories of underpricing have become abundant
in the modern finance literature and many are based upon the information gaps between issuing firms
and investors.16 Given the regulatory improvements described above and their tendency to minimize
such gaps, my prior expectation was for underpricing to display a decline after mid-century.  Figure
1 displays the annual time series of first-day returns since 1917 and table 4 summarizes average
underpricing for various sub-periods.  The results are contrary to expectations.  Most surprisingly,
interwar underpricing stays below 10 per cent other than in 1928-29, and then rises above 10 per cent
in the 1950s and remains there other than in the 1970s.  Secondly, the IPO boom at the end of the
century exhibits much higher average underpricing (almost 44 per cent) than that of 1928-29 (11.6
per cent).  Lastly, underpricing was a less pervasive problem in the interwar years compared to the
second half of the century (the final column in table 4).  Although compared to later periods interwar
placings, reflecting their lack of transparency, display high underpricing (table 5, panel A), returns
on placings have remained in double digits up to the present day when they have become an
approved issue method and more popular than offers.

The changes in IPO characteristics do not explain this unexpected rise in underpricing over
time (table 2).  Information gaps between firms and investors are related to firm risk, which is
proxied by market capitalization at the offer price (MCAP), or book value to offer price ratio (BVP).
The larger and more highly valued is an issuing firm, the more risky it is and the lower is
underpricing other things being equal.  The increase in issuing firm size (MCAP) over time,
particularly offers, should have lowered average underpricing.  Although firm valuations rose (BVP
fell) after the 1950s; this rise largely reflects the general revaluation of equities since that time.  The

12 Thomas (1987), p.40.
13 Quality of Markets Quarterly, Winter 1988/89, Table 3.10.
14 27 July 1929, p.175-6.
15 See footnote 3.
16 Jenkinson and Ljungqvist  (2001) is an excellent summary.
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length of profits record (TRACK) disclosed in the prospectus increased from below two years before
1929 to between eight and 10 years after 1945 until 1980.  This should have lowered underpricing.
Finally, according to agency theory the fewer primary shares sold as a proportion of total shares
issued at IPO (NEW per cent), the less insiders care about underpricing.  Since this proportion
declined after the interwar period until 1980 at least, I would have expected lower underpricing other
things being equal.

Summary

Whilst gaps have been eliminated and direct costs have declined, underpricing has, contrary to
expectations, risen in the second half of the last century despite improvements in regulation and
disclosure.  What might account for this puzzle?  My research suggests that rising monopsonistic
power of issuing houses and declining competition from Provincial Stock Exchanges for IPO
business are not persuasive explanations.  The most appealing hypothesis is the use of underpricing
by non-selling managers of issuing firms as a deliberate strategy to spread ownership at the time of
IPO as widely as possible thereby retaining control of the firm whilst obtaining the benefits of a
listing.17 Whilst this strategy was unnecessary in the interwar years, when any takeover threat was
minimal, it held increasing appeal after the 1948 Companies Act improved financial disclosure for
corporate bidders and this threat became real.18

It appears that the LSE was doing a worse job for firms seeking a listing at the end of the
century than at the beginning on the underpricing measure.  Yet, other benchmarks such as long-run
IPO performance and the excessive volatility of IPO volume are to be considered before pronouncing
final judgement on how well the stock market served issuing firms.
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Figure 1: Annual time-series of first-day returns of ordinary share IPOs on the LSE 1917-2003
Annual returns are equal weighted means.  There were 8 placings between 1940 and 1944 for which returns could not be
accurately calculated.  Equity Index is price only in real terms (Dec1918=100). Source:CSFB Equity-Gilt Study.
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Table 1: IPO Volume for various sub-periods 1917-2003
Panel A: By Issue Method. Mixed refers to a combined offer and placing. IPOs by tender numbering 58, 26 and 1 are

included in the Totals for 1960-69, 1980-88 and 1989-98 respectively

METHOD OFFERS % PLACINGS % MIXED % TOTAL
1917-2003 1560 39% 2209 55% 160 23% 4014

1917-27 210 89% 27 11% 0 0% 237
1928-29 102 84% 19 16% 0 0% 121
1930-39 194 83% 39 17% 0 0% 233
1940-49 138 51% 134 49% 0 0% 272
1950-59 92 26% 258 74% 0 0% 350
1960-69 339 56% 212 35% 0 0% 609
1970-79 223 78% 62 22% 0 0% 285
1980-88 184 25% 528 72% 0 0% 738
1989-98 44 6% 539 76% 123 18% 707

1999-2000 21 8% 216 83% 24 9% 261
2001-03 13 7% 175 87% 13 6% 201

Panel B: By Market. 1980-88 excludes 26 tenders. Main is synonymous with Official List

MARKET MAIN % USM % AIM % TOTAL
1980-88 241 34% 471 66% 712
1989-98 473 67% 76 11% 158 22% 707

1999-2000 83 32% 178 25% 261
2001-03 29 14% 172 24% 201
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Table 2: Mean Characteristics of IPOs for various sub-periods 1917-2003
Means are all equal-weighted. Market Capitalization (MCAP) at offer price expressed in current prices.  BVP is Book
Value to Offer Price; TRACK is no. of years’ historic profits disclosed in prospectus; UW is proportion of IPOs
underwritten in a given period; and NEW% is the proportion of shares sold which are primary share. Levis has no data
for 1980-88.

REALMCAP REALMCAP REALMCAP BVP TRACK NEW%
OFFERS PLACINGS MIXED ALL ALL ALL

mean £000 mean £000 mean £000 mean mean mean
1917-27 11,692 22,686 1.09 1.43 66%
1928-29 14,999 12,976 0.87 1.25 60%
1930-39 14,548 18,977 0.79 3.43 37%
1940-49 21,025 10,506 0.67 10.66 10%
1950-59 38,621 7,851 1.10 9.56 6%
1960-69 27,431 8,473 0.61 9.06 17%
1970-79 50,379 10,087 0.47 8.39 32%
1980-88 na na na na na
1989-98 603,252 104,693 122,655 0.33 69%

1999-2000 1,321,154 94,397 47,839 0.16
2001-03 929,427 37,965 335,299 0.24

Table 3: Real Gross Proceeds (GP), Macmillan and Bolton Gaps over various sub-periods 1917-
2003

Macmillan Gap (MACM) is defined as the proportion of IPOs with gross proceeds (GP) of less than either £200,000 or
£100,000 at 1931 prices; the Bolton Gap as the proportion with gross proceeds less than £50,000 at 1971 prices. 1980-88
mean GP based on estimates from Levis.

mean GP mean GP MACM MACM BOLTON
1931 prices 1971 prices £200,000 £100,000 £50,000

1917-27 140 547 83% 8% 4%
1928-29 162 634 80% 3% 1%
1930-39 273 1,066 68% 4% 1%
1940-49 194 756 69% 3% 0%
1950-59 253 991 86% 15% 3%
1960-69 188 735 75% 2% 0%
1970-79 396 1,549 50% 1% 0%
1980-88 214 838 na na na
1989-98 2,370 9,273 36% 18% 0%

1999-2000 1,482 5,790 11% 23% 2%
2001-03 1,795 7,014 22% 40% 8%
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Table 4: IPO First-day returns for various sub-periods 1917-2003
Mean first-day returns are calculated on an equally weighted (EW). T-statistics show that all means for all periods are
significantly different from zero at 1% level. RET>0 is the proportion of IPO returns which are positive in each period.

N Obs MEAN MEDIAN STDEV T-STAT RET>0
1917-27 237 7.06% 1.70% 26.54% 4.09 59%
1928-29 121 11.61% -1.25% 43.84% 2.91 47%
1930-39 233 5.48% 0.89% 23.66% 3.53 57%
1940-49 272 6.55% 2.97% 16.15% 6.69 67%
1950-59 350 11.87% 8.70% 17.27% 12.86 81%
1960-69 609 13.35% 8.33% 19.09% 17.27 83%
1970-79 285 9.85% 5.66% 19.08% 8.72 68%
1980-88 712 14.30% 8.57% 20.96% 18.21 83%
1989-98 707 12.11% 7.69% 24.40% 13.20 91%

1999-2000 261 43.92% 13.33% 113.64% 6.24 86%
2001-03 201 11.43% 7.48% 21.82% 7.43 83%

Table 5: IPO First-day returns by Issue Method and by Market for various sub-periods 1917-2003
All returns are equally weighted means. The figures for 1980-88 are from Levis (1993) which does not analyse returns by
market. “Mixed” is a combination of an offer and a placing.

Panel A: Returns by Issue Method. There were 12 and 27 privatizations in 1980-88 and 1989-98 respectively.

METHOD ALL OFFERS PLACINGS MIX ALL
ex. PRIV'NS

1917-27 7.06% 5.55% 18.81%
1928-29 11.61% 4.27% 51.03%
1930-39 5.48% 1.40% 25.77%
1940-49 6.55% 4.71% 8.45%
1950-59 11.87% 10.22% 12.46%
1960-69 13.35% 11.61% 18.15%
1970-79 9.85% 9.64% 10.32%
1980-88 14.30% 11.50% 15.28% 13.93%
1989-98 12.11% 12.63% 12.68% 9.50% 11.91%

1999-2000 43.92% 20.50% 42.72% 73.29%
2001-03 11.43% 4.29% 12.16% 8.79%

Panel B: Returns by Market since 1989.

PERIOD MAIN N Obs USM N Obs AIM N Obs
1989-98 11.75% 473 13.65% 76 12.36% 158

1999-2000 19.83% 83 54.90% 178
2001-03 8.33% 29 11.96% 172
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Enemies, competitors and allies: the economic relationship
between Amsterdam and Lisbon, 1640-1705

Cátia Antunes, Leiden University
(c.a.p.antunes@let.leidenuniv.nl)

Supervisor: Professor Richard T Griffiths

Amsterdam and Lisbon were important cities to both the Republic and Portugal in the early modern
period. Between 1640 and 1705 history dictated that both cities would be enemies, competitors and
allies. This paper explains the influence of political and diplomatic decisions on the economic
relationship between these two ports.

Graph.1 - Shipping between Amsterdam and Lisbon,
1641-1710
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I. The 1640s: a good start

Graph 1 shows how many ships left Amsterdam heading for Lisbon between 1641 and 1710.19 The
breach with the Habsburgs in 1640 opened the Portuguese ports to international trade. That is the
first explanation for the 176 ships leaving Amsterdam heading for Lisbon. This reasonably high
number has two explanations: military aid and grain imports. Amsterdam was only able to provide
military aid and grain because on 21 January 1641, King John IV lifted all the embargoes on Dutch
merchants, ships and goods, previously imposed by the Spanish administration. From that moment
on, Dutch trade and traders were welcomed in all the Portuguese ports in Europe, where they were to
pay regular taxes.20 The demand for weapons, ammunition and horses to face a possible full-scale
war against Spain increased Lisbon’s demand for war supplies, mostly imported from Amsterdam.
This threat also put the grain producing provinces near the Spanish border under severe pressure. The
possibility of a lower grain production in those eastern provinces, combined with a historical grain
deficit put Lisbon in the position of intermediary between the European grain producing areas and
the other Portuguese cities. But access to the European grain market was not fully opened to the

19 Graph 1 does not differentiate between the ships directly headed for Lisbon and those that were supposed to call at
other ports. On average, 78% of the notarial contracts indicate direct voyages.

20 ARA, ASG, LP, 7010-1, 12-04-1641. See also: J. F. B. de Castro, Collecção dos tratados, convenções, contractos e
actos públicos entre a coroa de Portugal e as mais potencias desde 1640 até ao presente, vol. 1 (Lisbon 1986),
pp.115-116.
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Portuguese capital. The lack of a strong merchant fleet allowed a fruitful cooperation with
Amsterdam, which had access to the Baltic grain markets and to an efficient fleet.

On 12 June 1641, Portugal and the Republic signed an official treaty of truce, navigation and
commerce. Besides the repetition of the rights of Dutch merchants, already recognized by John IV at
the beginning of the year, the treaty also made sure that a truce of 10 years was signed, with
reference to all the territories inside and outside of Europe and to the areas under the administration
of the chartered companies. Both parties envisaged this truce as a window of time to solve disputes
in South America, West Africa, and Asia, which had arisen after the Dutch East India Company
(VOC) and the Dutch West India Company (WIC) had conquered overseas areas previously
controlled by the Portuguese.21 The treaty also declared that the Republic and Portugal were allies
against a common enemy: Spain.

II. The 1650s: enemies?
The prosperity of the 1640s came to a halt during the 1650s. The Congress of Munster had offered
Spain and the Republic the opportunity to sign a peace treaty and to give up the Dutch-Portuguese
alliance against Spain. The French put pressure on Spanish military resources by financing the revolt
in Catalonia thereby postponing a full-scale Spanish invasion of Portugal, which decreased pressure
on the Portuguese borders. Last but not least, the Portuguese royal effort to encourage higher levels
of weapons and gunpowder production by supporting the prospecting of new mines, combined with
the creation of better legislation to protect the factory of Barcarena (gunpowder factory), contributed
to a decrease on the trade in weapons between both cities.

The ships loaded with grain often returned with salt, sugar, tobacco, wine, fruit, olive oil, and
some highly valued Asian goods. Although the grain kept arriving, the colonial exports fell. The
Portuguese-Dutch wars in Brazil had left the sugar production areas partially ruined and a slow
recovery was only evident after 1654. Furthermore, local production was subjected to high taxation
in order to support the royal efforts to keep the Portuguese kingdom and empire together.

Lisbon was obviously unable to keep up her share of exports, but Amsterdam was also in no
position to maintain the export levels of the 1640s. One reason was a crisis of confidence amongst
merchants and investors that spread throughout the city. Brazil was lost in 1654 and fears of a total
war against Portugal meant that higher risks had to be taken in order to ship goods into Lisbon.

The maritime unrest started in the aftermath of the Congress of Munster. The news sent by
José Pinto Pereira, Portuguese ambassador in Sweden, erased any doubt about the Dutch intentions.
In a letter dated 8 October 1650, which reached Lisbon on 23 February 1651, Pereira warned the
court that the Dutch had been preparing a fleet to invade Portugal. The fleet never attacked Portugal
and we can even question the veracity of Pereira’s information. Being either a real threat or gossip,
the story of the war fleet impressed the king. On 8 March 1651, and before the news reached the
general public, John IV gave orders to the Portuguese ambassador in The Hague to make a general or
a detailed arrangement with the States General. The king even mentioned his willingness to return
some of the conquered territory in Brazil to the WIC, including Pernambuco. The States General
would not even receive Macedo, so by 26 May 1651 the ambassador had lost all hope for a peaceful
solution between Portugal and the Republic.22

Between 1653 and 1657 the situation had not improved. The actions of privateers on both
sides, the commercial agreement with England (1654), the difficult peace-making process between
England and the Republic (after the Dutch-English maritime war of 1652-1654), and the death of
John IV postponed all negotiations to the late 1650s. All was not lost. Distinguished members of the
Portuguese nobility (with a seat at the Council of War) set their priority on the Portuguese-Spanish

21 ANTT, NcAn, 897, Maço 3, no. 5, 8v. See also: E. Prestage, A embaixada de Tristão de Mendonça Furtado à Holanda
em 1641: primeira embaixadas de el-rei D. João IV com documentos elucidativos, Separata O Instituto, no. 67
(Coimbra 1920), 69-84. See also: ANTT, Gv, 18, Maço 2, no. 3. See also: ANTT, Gv, 18, Maço 1, no. 7. A copy of
this document also appears in ANTT, Gv, Maço 3, no. 3.

22 ARA, ASG, LP, 7011-1, 26-05-1651.
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war. They feared that a future war with the Dutch would only divert their forces from the borders
with Spain, where the Portuguese were achieving some successes. On 26 October 1657, the Council
of War wrote a letter to the king, to which the Dutch representatives in Lisbon also had access. In
that letter, the Council drew the king’s attention to the fact that there was a Dutch fleet at the mouth
of the Tagus, and advised him, through his Secretary of State, not to debate any questions of peace at
such a difficult time. However, the council proposed a strategy to make the Dutch enter into
negotiations once the fleet departed. In the first place, the king should allow free trade in Europe and
in the empire to all Dutch entrepreneurs, including the commercial companies. In the second place,
and as soon as those privileges had been assigned to the Dutch, the Portuguese should demand that a
Dutch, a Portuguese, an English and a French ambassador would meet at a neutral place, with full
powers of negotiation, to draw, negotiate and sign a permanent peace agreement between the
contenders.23

We do not think that ‘war’ is the word that describes best what happened during the 1650s
between the Republic and Portugal. The position taken by both sides was getting difficult to manage
and the atmosphere becoming more aggressive. The tone of the propaganda against Portugal was
becoming more forceful in the larger cities of the Republic. But the States General took some time to
mention the word ‘war’. And when it did, the question is how serious was it. Van de Haar argues that
one distinct sign that the Dutch were effectively at war with the Portuguese was the departure of a
war fleet, under the command of Lieutenant-Admiral Van Wassenaar-Obdam with 14 ships,
including ships of the Admiralty of Amsterdam, to be commanded by Vice-Admiral Michiel de
Ruyter. They departed on 12 May 1657 and reached Portugal just in time to catch the Portuguese
fleet coming from Brazil to Lisbon. Before the Brazilian fleet had the chance to enter harbour, the
Dutch captured 15 of the 70 ships and let the others flee.24

Why would a powerful war fleet let 55 commercial ships safely arrive in Lisbon without
arresting them, if indeed that fleet was to blockade the port of Lisbon? Van de Haar argues that Van
Wassenaar-Obdam and De Ruyter were afraid of the English squadron of ten warships that had
docked at Lisbon just before the arrival of the Dutch fleet.25 We do not believe this was enough to
deter the Dutch. Van Wassenaar-Obdam’s fleet was larger and better equipped than the English fleet,
and the Dutch fleet could easily retreat into the open Atlantic in case of danger. He did not flee
though, and he did not harm any of the 15 ships of the Brazilian fleet. Furthermore, three months
after his arrival, and after hearing that the Dutch consul in Lisbon was trying to strike a peaceful deal
with the royal house, Van Wassenaar-Obdam returned to the Republic.

On the other hand, Michiel de Ruyter burned three ships from the Brazilian fleet, all of them
were seen as possible threats for the Dutch fleet due to the heavy artillery they had on board.26 De
Ruyter’s actions were accepted as a military necessity. His mission had been the surveillance of the
entrance of the Mediterranean around Cadiz. When he arrived in Lisbon to meet Van Wassenaar-
Obdam, his first priority was to prevent any possible attack by Portuguese war fleets. De Ruyter left
shortly after Van Wassenaar-Obdam to defend the Dutch ships cruising in the Gulf of Biscay.27

The States General gave orders to De Ruyter to perform a similar punitive expedition in the
summer of 1658. However, his fleet was detained by a storm and only reached Lisbon later that year.
Late that summer, insubordination threatened De Ruyter’s crew. It was with great relief that he
returned to the Republic after the peace agreement with the Portuguese.28 In any case, by November

23 ANTT, CG, Maço 16, no. 112.
24 Cornelis van der Haar, De diplomatieke betrekkingen tussen de Republiek en Portugal, 1640-1661 (Groningen 1961),

p.145.
25 Ibid., p.148.
26 L. van Aitzema, Saken van Staet en Oorlogh, in, end omtrent de Vereenigde Nederlanden, vol. 4 (1657-1663) (Den

Haag 1669), pp.112-113.
27 M. Richer, Vie de Michel de Ruiter, Lieutenant-Admiral-Général de Hollande et de West-Frise, vol. 1 (Paris 1783),

pp.111-114.
28 R.B. Prud’homme van Reine, Rechterhand van Nederland : biografie van Michiel Adriaenszoon de Ruyter
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1658, the focus of the States General and Michiel de Ruyter had shifted from Portugal to the North
of Europe. At that time, Charles X, king of Sweden, had invaded Denmark and was posing a serious
threat to the Dutch trade in the Baltic because of his control over the Sont.29

It is impossible to deny that the 1650s was a difficult decade for Portuguese-Dutch economic
and diplomatic relations. However, there was never a full-scale war between both parties. Although
some factions on both sides were more willing than others to go to war and pay dearly for it, the
factions defending peace were able to win and create some common ground for a peaceful
arrangement during the 1660s. This continuous fight for peace is well illustrated by the very discreet
negotiations between Van der Hoeven and the regency.

III. The 1660s: competition and the road to peace

By the end of the dark 1650s, a more positive outlook emerged and the Amsterdam-Lisbon
partnership revived. The signing of the Treaty of the Pyrenees in 1659 between Spain and France
meant that Spain was free to engage in full-scale war with Portugal. Thus the royal house needed to
arm itself. The arms would traditionally come from Amsterdam, being even more necessary after
several accidents with gunpowder explosions in Lisbon and Barcarena, causing the production of
gunpowder and weaponry to halt.

Lisbon was able to function as the bridge between Amsterdam, the producer of weapons, and
the border provinces, where the war was developing. War in the Eastern provinces was also the
reason for higher grain imports. Portugal had always had a grain shortage, but now the situation was
becoming disastrous. The largest producer of grain, the province of Alentejo, had been in the path of
the armies fighting the restoration wars for 20 years. The fields had been almost totally destroyed
and recovery was impossible as long as war prevailed. Moreover, the armies that destroyed the fields
also had to be fed, and the hands that held the weapons were the ones that were no doubt missed to
plough the fields.

The grain shortage caused by war was soon to become a tragedy and this increased Lisbon’s
willingness to defend the Amsterdam connection. The vast Portuguese empire demanded regular
supplies of grain. This recurrent demand became even more unnerving with the creation of the
Companhia Geral do Comércio do Brasil and the reinforcement of the Carreira da Índia.30 In
addition, the grain supplies from North Africa and the Atlantic Islands were not abundant. Even if a
surplus was achieved, the dangers to transport due to privateering and piracy made this grain trade an
uninteresting endeavour for the majority of merchants. Due to these factors, Lisbon was under
permanent pressure to obtain enough grain to send to the Eastern provinces for the armies, to supply
the inland and urban markets, and still provide for export to the colonies.

The recovery during the 1660s was linked to one other development. By 1661, it was clear
that Portugal was ready to sign a permanent peace treaty with the Republic. One of the pending
issues delaying comprehensive peace was the compensation demanded by the WIC for damages in
Brazil. For the first time, at the highest level, the Portuguese offered four million cruzados in salt
dues, sugar and tobacco as compensation payment. This was enough for merchants and businessmen
to regain some confidence in future trade. Although the salt to be paid as WIC damage claims had to
be collected at Setubal, the Amsterdam-Setubal trip often incorporated Lisbon as a port of call to
bring goods from the North of Europe to Portugal.31

(Amsterdam 1998), pp.101-102.
29 M. Richer, Vie de Michel de Ruiter, vol. 1 (Paris 1783), pp.114-116.
30 The Companhia Geral do Comércio do Brasil had the monopoly of grain trade with Brazil. With the growing dangers

in the Atlantic and Indian Oceans, the transcontinental fleets had increased the effectives on board the ships with
men of war and sailing crews, who also had to be fed.

31 ANTT, NcAn, 897, maço 3, no. 5, 9. See also: J. F. B. de Castro, Collecção dos tratados, vol. 1, 260-293. Peace treaty
signed between Afonso VI and the States General, signed in The Hague on 6 August 1661, by the Portuguese
ambassador in The Hague, Henrique de Sousa Tavares, Count of Miranda, and rectified by the regent Queen on 24
May 1662.
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The 1660s saw the Dutch-Portuguese agreement for peace in Brazil, but the disputes in West
Africa and Asia continued. The critical points were the Gulf of Guinea in West Africa, Ceylon,
Cochin and Cananor in Asia. After the Dutch settlement in Elmina, the slave trade stayed in the
hands of the Dutch, who by then had to share their profits with the English. The Portuguese were left
to trade further south in the Gulf on the coast of Angola. In Asia, Ceylon had become a disputed
territory. The Dutch took over Colombo, but were unable to control the cinnamon trade as long as
the Portuguese retained the fort of Galle. The negotiations over Galle took more than what the VOC
was willing to tolerate and the fort was finally conquered, though the Portuguese influence in the
area only came to an end when the English conquered the island in the eighteenth century. Cochin
and Cananor did not resist the Dutch blockades and fell to the VOC sphere of influence.

IV. Allies

As in the 1650s, merchant communities in both cities were heavily penalized for the events of the
early 1670s. The European balance between Spain, France and England had come to an end. In 1672,
French armies invaded large areas in the Low Countries, including several provinces and cities of the
Netherlands. The year was known in Dutch history as the ‘rampjaar’: the year of disaster.
Amsterdam was not invaded, but all the disruption in the hinterland and the permanent threat of
occupation left the city leaders in a difficult position. The relationship between Amsterdam and
Lisbon was not to improve before the end of the war in 1678.

In Lisbon, the difficulties of trade with Amsterdam were also felt. Ships were arriving only
sporadically at the beginning of the 1670s and there was only some recovery at the end of the
decade. This recovery was mainly the consequence of the Dutch ability to slowly drive the French
lines further away from the big cities. The recovery had one other reason. The new Portuguese king,
Peter II, had fully supported new orange and lemon orchards in the hinterland of Lisbon and given
royal sponsorship to the development of national industrial production. Orange and lemon tree
orchards spread fast after 1671 as they were easy to maintain, did not require a large workforce, and
the product had a high acceptance in the European markets. All in all, by the mid-1670s, Peter II had
been able to transform a traditional product of marginal export value into an important export
commodity.

The 1670s were certainly difficult for Amsterdam, but the French threat did not have a
negative influence on the diplomatic relationship between the Republic and Portugal. The recovery
during the 1680s started in 1679. Amsterdam could again concentrate on its main economic activity:
trade. The salt payments agreed upon between the Portuguese king and the States General could now
regularly be collected from Setubal, though the original freights were often first bound for Lisbon.
Olive oil, fruit, wine, cork and wool were also making their way to the North, joined by the entire
colonial surplus not consumed in the Portuguese main cities: tobacco, sugar, Brazilian wood and
precious stones. In the opposite direction, Amsterdam provided grain, wood, weaponry, textiles and
naval wares to build ships (planks, ropes, sails, anchors).

In 1689, the Nine Years’ War broke out, and political and maritime powers in Europe were as
divided as before. This war continued until 1697, however, the Amsterdam-Lisbon relationship was
hardly affected. Portugal remained neutral and the national harbours were kept open for trade.
Therefore, the salt imports from Setubal were sustained and so were the freights to Lisbon. Besides,
Lisbon could not afford to break with Amsterdam at this point. The continuous failure of national
grain production during the 1690s brought the capital under utmost pressure. There was often
evidence that the nationally grown grain was more expensive than the imported grain. The disparities
were often believed to be as much as 600 réis per alqueire32 for foreign grain and 750/800 réis per
alqueire for national grain.33

32 One alqueire equals 14 to 18 kilograms. 1 alqueire = 14 to 18 kg.
33 In several letters by Francisco de Sousa Pacheco, Portuguese ambassador in The Hague, to the Secretary of State. See:

ANTT, MNE, Livros 798,800,801,802,803.
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The extreme growth of trade at the beginning of the eighteenth century had two origins.
Firstly, Europe’s resumption of war. The prelude to the War of Spanish Succession as well as the
first years of the war were extraordinary beneficial for the Amsterdam-Lisbon contracts. As in the
1640s, the demand relied on weaponry and general military assistance. Ships were loaded with war
materials, soldiers, and supplies and then sent to Lisbon to help the Portuguese to organize the
deployment of an allied army by the Spanish border. The shipments that had carried military aid
were loaded for the return journey with an increasing amount of colonial goods such as sugar,
tobacco and tropical woods, but also with large amounts of nationally produced raw materials such
as cork and wool, which were added to the other regularly traded products.

In summary, the number of ships leaving Amsterdam to go to Lisbon fluctuated depending on
the general political, economic and military situation in Europe. Periods of war were, in this case,
quite favourable for the Amsterdam-Lisbon bilateral trade relationship. However, periods of bilateral
unrest influenced the way Amsterdam and Lisbon conducted business, trade being one of the
reflections of that business relationship. However, competition overseas did not seem to have
influenced the way the European relationship between both cities developed. In fact, European
politics and intercontinental competition were mostly kept apart to avoid political pressure. But, in
the end, it was the strategic position of Portugal that gave the status of allies to Amsterdam and
Lisbon, at the time William III, king of England and Stadtholder of the States General of the United
Provinces, could only rely on the Portuguese borders with Spain to organize a land attack that he
hoped would bring to an end the dispute of the succession of the Spanish throne between the Holy
Roman Emperor and Louis XIV.
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Stability and equality in the peasant society of a southeast
Midlands manor, 1279-1610

Matt Tompkins, University of Leicester
(mllt1@leicester.ac.uk)

Supervisor: Professor Christopher C Dyer

This paper considers the structure of peasant landholding – that is, the size of the landholding units
and their distribution among the peasant population – in the later medieval period.

The Midlands are usually characterized as having retained a regular tenemented structure
based on virgates and fractions of virgates much later than other regions, particularly East Anglia.  In
Norfolk standard-sized holdings had mostly disappeared by the end of the thirteenth century and
been replaced by a landholding structure featuring wide diversity of holding sizes and considerable
inequality of distribution.  In the Midlands the pattern of standard-sized virgated holdings distributed
fairly equally amongst the population was still prevalent at the beginning of the fourteenth century.
Only after 1350 did substantial inequalities in land holding began to appear.  Over the next two
centuries multiple holdings were accumulated by individuals and the regular virgate-based
landholding units began to be broken up, eventually destroying any symmetry of landholding.
However the pace of change varied considerably, from region to region and even from manor to
manor, in response to variable local factors, and in some areas the virgated structure continued in
vigour until well into the seventeenth century, and even later.1

It is not often possible to study the break-up process in detail.  The land distribution structure
in a manor is usually ascertained through a list of tenants and landholdings contained in an extent,
survey or rental, but to study changes in the structure over time we need at least two such documents.
These are not always available, and anyway give only a limited view of the process of change.  The
purpose of this paper is to report on an attempt to study the changing pattern of land distribution in
one southeast Midlands manor by a different method – analysis of the land-related entries in its court
rolls.

The manor in question is Great Horwood in Buckinghamshire.  Halfway between Aylesbury
and Buckingham, it lies in the middle of the north Buckinghamshire claylands, a fairly typical
Midlands landscape of nucleated villages and open field systems focused (in the medieval period)
principally on arable husbandry.  A considerable number of its manorial documents have survived,
preserved by New College, Oxford, which has owned the manor since 1441.2 Previously it had
belonged to the Priory of St Faith in Longueville in Normandy, though from the 1360s it had been
sequestrated from its French owners and leased out to a succession of royal favourites.

The completeness of the surviving records from Great Horwood meant that its landholding
patterns could be studied partly by the usual method of comparing lists of tenants and holdings, from
1279-80 (the Hundred Rolls), 1320 (a manorial extent), about 1391 (an updated version of the
extent) and 1610 (a very detailed rental),3 but for the lengthy gap between 1391 and 1610 the court
rolls, which have survived in a nearly complete sequence, were essential.

1 For East Anglia, see for example Janet Williamson’s ‘Norfolk: Thirteenth Century’, PDA Harvey (ed), The Peasant
Land Market in Medieval England (Oxford, 1984), pp.30-105, and Jane Whittle’s The Development of Agrarian
Capitalism: Land and Labour in Norfolk, 1440-1580 (Oxford, 2000), pp.179-196.  For examples in the Midlands,
see Christopher Dyer’s Warwickshire Farming 1349-c.1520: Preparations for Agricultural Revolution, Dugdale
Society Occasional Paper (1981), pp.5-8, or Andrew Jones’ ‘Bedfordshire: Fifteenth Century’, in Peasant Land
Market, pp.178-251.  Barbara Harvey’s study of Westminster Abbey’s manors, mostly in south-central England,
found diversity of holding structure came earlier in the more urbanized manors; B Harvey, Westminster Abbey and
its Estates in the Middle Ages (Oxford, 1977), pp.206-8, 286-7.

2 I should like to record my debt to Caroline Dalton, until recently archivist at New College Oxford, for two years of
unfailing helpfulness and kindness.

3 Rotuli Hundredorum, Record Commission (London, 1812), p.336; New College Archives 4503 (the 1320 extent), 9744
fs. 37-40 (the 1391 updated extent, in the Liber Niger), 3946 (a seventeenth century copy of the 1391 version), and
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The court rolls contain a large number of entries relating to individual holdings – principally
recording surrenders, grants and other dealings with them.  To create the necessary data on
landholding structure these entries were extracted and strung together to create ownership histories
for each holding.  Once these tenurial histories had been created for all the holdings throughout the
fifteenth and sixteenth centuries cross-sections could be taken across them to produce lists of tenants
and their holdings in any given year.

At least that was the theory – in practice the lack of a certain number of land transfers from
the occasional gaps in the rolls did create some problems, as did the frequent failure of the rolls to
identify holdings sufficiently clearly, and various other vagaries of the medieval stewards and their
scribes.  However careful analysis of the entries and other categories of information in the rolls and
in other supplementary sources, such as accounts and (in the sixteenth century) wills, often made it
possible to determine the approximate date at which a holding must have changed hands, or suggest
that two otherwise unconnectable tenurial histories must relate successively to the same holding, or
identify which holding a confused or excessively terse entry dealt with.  After much painstaking
cross-referencing of this sort it has so far proved possible to produce ownership histories linking the
1391 Extent and 1610 Rental for all the major holdings in the manor.4 A few of these histories
consist of two or more shorter chains connected together on no firmer basis than the fact that the
earlier ends and the later begins at much the same time.  This does not affect their use in determining
the distribution of landholdings, however, since uncertainty as to precisely which virgate it was that
William Baynard held in 1480 does not alter the fact that he had only the one.

The results can be found in tables 1 and 2, which show the distribution of the manor of Great
Horwood’s farmland at roughly 40 or 50 yearly intervals from 1280 to 1610 (between 1390 and 1610
figures for more frequent dates could be produced from the court roll data, but these intervals were
chosen to give a fairly even spread over the whole 330 year period).  The two tables illustrate the
progress in Great Horwood of the two processes by which the original virgate-based land holding
structures were broken up – (i) fragmentation of the original landholding units and (ii) accumulation
of multiple holdings in the hands of wealthy peasants.  It can be seen that neither process had a great
effect on Great Horwood during the period of the study.

3946 (the 1610 rental).  The 1391 version of the Extent is also in print, though with some inaccuracies of
transcription, in WO Ault, Open-Field Farming in Medieval England (London, 1972), p.204.

4 By major holdings is meant all holdings containing farmland, other than a few village crofts, former messuage sites
which began to be treated as separate landholding units during the fifteenth century.  Work is still continuing on
these crofts and the holdings which comprised only dwellings without appurtenant farmland.  The manor always
had a number of cottage tenements, initially ten but increasing in number after about 1400 as accumulation of
holdings made messuages redundant, and later as new cottages were built, but these tenements never included any
land.  A class of cottagers holding two or three acres only appeared after 1570.
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Table 1:  Fragmentation?  The basic landholding units by which land was tenanted in the manor of
Great Horwood, 1280 - 1610

1280 1320 1390 1440 1480 1530 1570 1610
Freehold
1  virg.
¾ virg.
½ virg.
¼ virg.
under ¼ v.

Total holdings
Total virgates

7
2
1

10
(4 v.)

5
1

1
4

11
(6¼ v.)

7
1

1
4

13
(8¼ v.)

5
1

1
c3

c10
(6½ v.)

5
1

1
c3

c10
(6½ v.)

3
1

1
c3

c8
(4½ v.)

3
1

1
c3

c8
(4½ v.)

4

1

5

10
(4¾ v.)

Leasehold
2 virgs. 1 1 1
Customary
1  virg.
¾ virg.
½ virg.
¼ virg.
under ¼ v.
10a. (⅓v.)

Total holdings
Total virgates

29

3

1
8

41
(34½
v.)

16

25

41
(28½
v.)

14

25

39
(26½
v.)

18

21

39
(28½
v.)

19
1
17
1

38
(28½
v.)

18
1
19
1
1

40
(30½
v.)

17
1
21
4
1

44
(30½
v.)

16
5
11
10
70

112
(30½
v.)

All categories
Total holdings
Total virgates

51
(34½
v.)

52
(34¾
v.)

52
(34¾
v.)

c49
(35 v.)

c48
(35 v.)

c48
(35 v.)

c52
(35 v.)

122
(35¼
v.)

This shows the basic landholding units by which the land was held, not the accumulations of such units held by each
tenant (for that, see Tab. 2).  Landholding units consisting only of dwellings without farmland or small tofts and crofts
within the village have been excluded (see fn. 4).

For most of the study period the degree of fragmentation was negligible.  In 1570 nearly all of the
land was still held by the same ancient virgate and half-virgate units as appear in the 1279-80
Hundred Rolls.  Most of the changes that did occur took place at the extreme beginning and end of
the period.  Between 1280 and 1320, a time when the old standard holdings almost disappeared in
most manors through subdivision caused by population pressure, half of the customary full virgate
holdings in Great Horwood were split into half virgates.  However there was no similar increase in
the number of holdings smaller than a half virgate, as often occurred elsewhere.  In fact the opposite
happened; the smallest holdings disappeared.

Throughout the next 250 years the tenemental structure hardly changed.  A few half virgates
were combined into full virgates, one or two of the latter were divided in half, two quarter virgates
were created,5 but apart from the creation of a number of tofts and closes out of former messuage
sites, almost no smaller units appeared until after 1570.  Change finally came then, however.  In the
1610 Rental, 27 of the old virgates and half virgates were still substantially unaltered, but six existed
only in a shrunken form, and three had been broken up into small parcels and completely

5 One was created by the division of a full virgate into a ¾ virgate and a ¼ virgate.  How unusual it was to break up a
virgate in this way may be suggested by the fact that for more than a century afterwards the smaller unit’s name was
the Brokenlands.
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disappeared.  Further, a spate of sales of small parcels from nearly every ancient holding had created
70 new units, all less than a quarter virgate and nearly all under three acres.  Many of them were held
by the tenants of the old holdings, but they were listed in the Rental as distinct units, each with its
own rent.  Others were held by the tenants of cottages, who now for the first time held small parcels
of farmland in addition to their dwellings.

The point at which fragmentation finally began to affect the Great Horwood holdings can be
pinpointed precisely, to a manor court held on 16 September 1574, when the lord gave licence for
every tenant to create enclosures out of his strips in the open fields in the ratio of one acre for every
virgate held.6 In order to create a close in the most appropriate location most tenants had to buy or
exchange a strip or two, and a flurry of transfers of very small parcels followed.  It might have ended
once the closes had been created, but it did not; the floodgates had been opened and a steady flow of
transfers of small parcels carved out of the old holdings ensued (suggesting that the creation of the
closes was only the trigger, not the underlying cause, of the new policy).

This continuation of the old virgated units into the early modern period was not particularly
uncommon in the Midlands.  What was unusual about Great Horwood’s landholding structure was
the non-emergence of larger accumulations of these units during the fifteenth and sixteenth
centuries.7 As table 2 shows, a certain amount of accumulation did occur, but no tenant ever held
more than 3-4 virgates, and such large accumulations seldom survived longer than a single
generation – all were eventually broken up again, either by sale or distribution among the
accumulator’s children.

Table 2: Accumulation?  The total holdings of tenants of the manor of Great Horwood, 1280-1610

1280 1320 1390 1440 1480 1530 1570 1610
Accumulated
holdings
3¾ virg.
3 v.
2 v.
1 v.
½ v.
⅓ v. (10a.)
¼ v.
under ¼ v.

Total

2
25
10
8
2
2

49

21
26

1
1

49

1
4

16
15

4

40

2
27
6

c3

c38

1
5

16
7

c3

c32

1
1
5

12
8

1
c3

c31

1
5

16
7

2
c3

c34

6
22
5

4
20

57
Breakdown of
tenants
Freehold
Leasehold
Customary

Total8

10

39

49

8

41

49

9

33

40

c10

29

c38

c10

26

c32

c8
1

24

c31

c8
1

29

c34

9
1

49

57
Number of basic
landholding units
(from Tab. 1) 51 52 52 c49 c48 c48 c52 122

Showing for each tenant the aggregate size of all the basic landholding units held by him.

6 New College Archives 3922/ 5 r.
7 See, for example, the various instances given by PDA Harvey, in Peasant Land Market, p340-343.
8 Some freeholders also held customary land, so the total number of tenants is sometimes less than the sum of the three

types of tenants.
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In the 1, 2 and 3 virgate categories, ¾ virgates have been rounded up and ½ virgates down, so that
for example the 2 virgate category comprises all accumulations between (and including) 1¾ virgate
and 2½ virgates.

Such accumulation as did occur seldom resulted in the constituent units merging into a larger
unit.  Although four pairs of half virgates became merged into single full virgates in the early
fifteenth century, another pair which had been held together continuously since before 1390 could
still be described in the 1610 Rental as ‘two half virgates held in the name of one virgate’.  Full
virgates were never merged into larger units; even when they had been held together for many years
they were always referred to as distinct virgates, and could later be separated once again – a
remarkable thing when it is considered that each virgate might consist of up to a hundred or more
separate strips scattered across the three open fields.  These virgates and half virgates were not mere
units of account; they had distinct existences, identified even after years of common ownership with
other holdings by the name of some former owner or the messuage they were appurtenant to.  When
John Foscot made his will in 1545, having held four messuages and three and a half virgates for
between 20 and 40 years, he was able to leave each of four relations a specified house ‘with the lands
thereunto belonging’, and each duly received his messuage and its anciently associated virgate or
half virgate at the next manor court.9

Thus by 1610, while fragmentation had become part of the landholding structure in Great
Horwood, large aggregations of holdings had not.  Few tenants had accumulated more than two
virgates (though some probably had more land in neighbouring manors).  Nor, until the last few
years, did many hold less than a half virgate.  Great Horwood in 1610 was still a relatively equal
community, its resident tenants apparently composed almost exclusively of husbandmen.10 Why had
it not followed other similar places in becoming steadily more stratified over the previous two
centuries?

Lordship does not seem to have been relevant – there is no indication in the court rolls that
any of the manor’s successive lords had any ideological opposition to accumulation (or even
subdivision) of holdings.  What may have been significant is the favourable conditions under which
customary land was held in Great Horwood.  Before one tenant can accumulate holdings other
tenants must give them up – yet the unusually favourable terms on which the Great Horwood tenants
held their land may have both limited cases of financial failure among them, and strengthened their
determination to keep what they had.

As far back as 1279 they were better off than the tenants in many other parts of the Midlands.
As Kosminsky showed in his analysis of the Hundred Rolls, few southeast Midland villeins were
lucky enough to hold a full virgate, in Buckinghamshire only 19 per cent of them, yet in Great
Horwood 70 per cent of the customary tenants with farmland had a full virgate.11 In the 1320s the
rents they paid were unusually low – including the commuted value of all their work obligations,
roughly 2d per acre – and they were never increased; in the sixteenth and seventeenth centuries the
Great Horwood copyholders were still paying the same rents.  Furthermore they were copyholders of
inheritance, with nearly as much security of tenure as a freeholder.  These favourable conditions
must have made Great Horwood a desirable place to hold land.  Certainly in the fifteenth century,
when many lords could not find tenants and were left with vacant holdings on their hands, New
College seldom found itself with a vacant holding to grant out to a new tenant, and was never unable
to find a tenant.  It is significant that in 1610 there was only one holding held on lease.

9 Buckinghamshire Record Office D/A/We/5/127; New College Archives 3920/ 39 r,v.
10 Before 1597 no resident tenant called himself yeoman in his will.  There was no resident gentry family until the

seventeenth century, nor a demesne, that having been leased to the tenants collectively in 1320, shared out among
their holdings, and in time its very location forgotten (in 1610, after forty years of litigation, all the lord had been
able to claw back from them was the equivalent of 2⅔ virgates).  New College Archives 4499/ 59.

11 If the landless cottagers are included the percentage is 57%.  EA Kosminsky, Studies in the Agrarian History of
England in the Thirteenth Century (Oxford, 1956), p.216.
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The beneficial nature of the Great Horwood tenancies seems to have stifled the land market
(which was certainly less active than those in many other manors) and hindered the accumulation of
holdings, while the differential between the terms on which land was held from the lord and those at
which it could be subleased may have encouraged the tenant who needed to dispose of a parcel of
land smaller than a standard holding to proceed by sublease, instead of breaking his holding up to
buy or sell a part of it outright.

The underlying physical geography of the manor may also have made a Great Horwood
holding unusually attractive.  Though its soils were not particularly rich or easily tilled – they were
mostly heavy clays – the manor had a large area of common wood pasture in its northern third,
where it incorporated part of Whaddon Chase.  Even at the height of the land hunger of the late
thirteenth century, when other parts of the Midlands converted much of their pasture reserves into
arable, Great Horwood must have been able to continue a more balanced form of mixed farming and
thus survive the fall in grain prices in the later fourteenth centuries.  In the later fifteenth and
sixteenth centuries, as north Buckinghamshire began to convert to a more pastoral form of farming,
the Great Horwood peasants would have been poised, by reason of both their financial security and
their existing land use, to exploit the new opportunities without having greatly to restructure their
landholdings or landscape.

Another factor tending towards the preservation of the ancient landholding structures of Great
Horwood may have been the tenants’ ability to continue to subsist on the old small holdings by
introducing technological improvements within their open field system.  Small-scale evolutionary
changes, such as piecemeal enclosure and the creation of grass leys in open field strips, which may
both have begun in the fifteenth century and were greatly accelerated in the late sixteenth, and
possibly the adoption of new crops, may all have ensured that a sufficiently prosperous living could
be gained from one or two virgates to delay the point at which aggregation of holdings became
unavoidable.  But that is the subject of another paper.
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Coercion power, property rights and capital: construction of
watermills in Ponthieu, France during the eleventh and twelfth

centuries
Karine Gabay – Van Der Beek, Hebrew University of Jerusalem

(mskarine@mscc.huji.ac.il)
Supervisor: Dr Nathan Sussman

1. Introduction

Implementation of new technologies is sometimes costly and might even be unprofitable. Yet, given
that in pre-democratic economies, wealth is usually concentrated in the hands of those who also hold
coercive power, the political structure itself might affect the expected profitability and provide them
with different incentives to invest in the productivity of the economy. Therefore, classical
institutional theories that stress mainly the importance of political stability are not enough to explain
investment in these economies.

For example, in most of the ancient great empires, power and wealth were used mainly to
fight external wars, to purchase luxury goods, art and the building of monuments, while investment
in productive capital was minimal. But an equilibrium of no investment has not always been the case.
The “Agricultural Revolution”, that took place in Western Europe during the eleventh century, was a
period characterized both by a remarkable increase in the investment in agricultural physical capital
and by a decline in royal authority, fragmented sovereignty and political instability, in contrast with
the analysis of Douglass North12 that suggests that the stability during the Carolingian era was
responsible for the investments.

In order to study the relationship between political structures in non-democratic societies and
the investment in production factors, we focus on one of the most outstanding medieval technologies
– the watermill. All the indications point to the last century before the Christian era as the period in
which the watermill was invented and in all probability to the Eastern Mediterranean as the place of
origin. Yet, its expansion in the economy took place only during the eleventh-thirteenth centuries.
Marc Bloch, points out the legislative and political institutions as the main explanation for this
phenomenon in his famous work, The Advent and Triumph of the Watermill.13 According to him, the
enforcement of the banal rights of landlords allowed them to force their subjects to use the mill and
hence, made the costly investment profitable.  However, we believe that the banal rights of landlords
were rather the outcome of a new institutional equilibrium that took place at the end of the process
and that the change in the incentives to invest was due to the political instability itself. We show in
this paper that rulers with coercive power invest more in productive capital when they have to
compete for the leadership and they are constrained by a production limit.

In section 2 we analyse a Cournot model where production factors are fixed and the strategic
investment decision of landlords depends on their initial military power and the production limit of
their resources. The model predicts that landlords will build a mill when they have both a relatively
strong adversary and limited production. In section 3 we examine the model’s predictions by
concentrating on a historical study: the construction of watermills during the eleventh and twelfth
centuries, in a region located in the north of France named Ponthieu. A detailed study of the
documents shows that the construction of mills is significantly more intense in areas that are
characterized by the fragmented authority of strong dynasties, than in an area where there is a
concentration of authority in the hands of the count.

12 North (1981).
13 Bloch (1935 translation from 1967), pp.152-3.
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2. The Model14

2.1 Production

Flour is produced either by the use of labour (using hand mills) or by the construction of a mill at a
fixed cost. Without a mill, labour has to be divided between grain and flour production and the
quantity of flour is limited to a quantity defined as fnm. The introduction of a mill, allows employing
all the labour at growing grain (fimax). We will also define fmin as the minimal quantity of flour
needed to make the construction of a mill non-negative.

2.2 The game

The landlords divide the resources at the proportion of their power ratio (R) and we assume that the
incumbent landlord is stronger than or as strong as the entrant (R≥1). The agents, aware of each
other’s production limits, simultaneously choose a production level and a grinding technology (that
is, with/without a mill). When a landlord doesn’t build a mill his best response might be limited by
the production limit of his resources (finm).

2.3 The Nash equilibrium

We define f0,i
nm* as a production limit such that for every production limit f0

nm≤f0,i
nm* landlord i

prefers the equilibrium where both have a mill to the equilibrium where they both don’t have a mill.
We find that when R>1, for any f0

nm<f0,E
nm*, the entrant will build a mill and since for the incumbent

this results in lower profits than if they would both have a mill, his best strategy will be to also build
a mill. We will define f0,I

nm** as the production limit for which his profit from being the only one
with a mill is higher than his profit when both don’t have mills.

Figure 1: Different equilibria as function of R and of production limits

As we can see in figure 1, the model predicts that landlords will choose not to build a mill for high
levels of production limit, for low levels of production limit and for relatively strong incumbents. At
least one mill is built when the production limit is low, yet we reach the highest investment (both
build a mill) when the power ratio between the landlords is close to 1.

14 The full version of the model is available upon request.
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3. The historical study: Ponthieu in the eleventh-twelfth centuries
3.1 The studied region

The studied region is located in the north of France
and is nowadays part of two administrative
departments: Somme and Pas-de-Calais. It includes the
historical county of Ponthieu and is essentially
composed of large plains, numerous small rivers with
abundant waters and regular streams, hills of a uniform
height of 140-150 meters and a very rich farmland.
The study will focus on the area that lies between the
English Channel in the west, the Canche valley in the
north, the river Somme in the south and in the east the
line that connects the villages of Frévent, Doullens and
Flixencourt.

The documentation from the eleventh-twelfth centuries is composed mainly of acts included in
cartularies or cartulary-chronics, from the main monasteries of the region; St-Riquier, St-Georges-
d’Hesdin, St-Saulve-de-Montreuil, Dommartin (St-Josse-au-Bois), St-André-au-Bois, St-Josse-sur-
Mer and Valloires. The non-ecclesial documents are charters mainly from the twelfth and thirteenth
centuries and acts of the count of Ponthieu that have been gathered and edited by Clovis Brunel in
1930.

We chose to study this region for three main reasons: 1) It was an important wheat producer
until the eighteenth century.  2) Its economy was largely controlled by laymen, and most of the
existing monasteries in the area were new and quite small.  3) Since the main focus of the study is on
the relation between political and economic factors, this region provides us with a fascinating
political history during the eleventh-twelfth centuries. Its location between two strong powers – the
Capetian king of France, to the south and the powerful count of Flanders, to the north, together with
the constant threat of the Norman forces from the west – turned this region into an important
strategic asset. Though none of the mentioned players managed to acquire direct control of the region
until the thirteenth century, both sides had a certain level of historical bond with the local landlords,
which had a crucial effect over the power relations within the region.

1) The count of Ponthieu: the most powerful element within the region, was considered man of the
king of France. The origin of his status can be found in 996, when a certain Hugues, who married the
daughter of Hugues Capet, received the castle of Abbeville in order to stop the Norman invasions
coming up the river Somme.

2) The count of Saint-Pol and other warlords: during the period of Arnoul II, count of Flanders, new
territorial units emerged. In 1031 a castellan named Roger proclaimed himself count of St-Pol.  After
him came Hugues Candavène who inaugurated the dynasty that maintained the lordship of St-Pol
and Doullens until the thirteenth century. At Hesdin there seems to have been a county between
1065-1125, even though its nine known counts give the impression of complete disorder. In the
territory that lies between the valleys of the Canche and the Authie we can find a large number of
independent overlords who held assets and rights over income during the eleventh-twelfth centuries.
Some of the most known lineages in this region are the Tyrel, from the important family of the
viscount of Poix; the Fritel, who were men of the count of St-Pol; the Quieret, a powerful military
lineage who gained property in the region; the lords of Auxi; the Becquets, the Colets, the Petran and
others.

3.2 Methodology

Our hypothesis suggests a correlation between the numbers of watermills and the political structure.
We focus on documents that provide information about property ownership structure in the region
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and about the existence of mills (molendinum, farinarium). This information was extracted mainly
from acts of donation and confirmations of donations and property of abbeys. Another source of
information was charters that indicate not only the existence of mills and rights over property, but
also gave us important information about the power relations between different landlords.

The main methodological problems that had to be dealt with were:

1) The character of the data makes the study of changes over time problematic because it is not
mentioned when a mill was established. Another problem is population growth during the relevant
period, of which we don’t have enough information to control for. In order to solve this we decided
to run a spatial study instead and use the geographical-political variance during two centuries instead
of the political change over time.

2) We limited the period studied to the end of the twelfth century in order to avoid the introduction
of new technologies such as the windmill and the industrial use of mills.

3) Although the rivers had similar geographical and topological characteristics (see figure 2), one of
our biggest problems was controlling for geography. Since different areas could have had different
conditions that allowed or prevented the construction of a watermill. The solution was to use data on
watermills from the eighteenth century that appear in the Cassini maps.15 The existence of a mill in a
certain location in the eighteenth century suggests that given the same technology, geographical
conditions of the location allowed for it.

Figure 2: The altitude of villages with a mill
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4) We used two methods in order to characterize the political competition in the region. First,
locations that received a status of seigneurie between the years 1180-128016 as an indicator for the
level of centralization of the authority in the area. The second method was to identify the landlord of
a village according to certain rules.

3.3 Results
We are able to identify within the studied region two areas with distinct structures of political
control:

Area A: A territory almost exclusively under the authority of the count of Ponthieu, between the
Somme and the northern bank of the Authie. We only read of people that are described as “his men”
who hold property in this territory and of hardly any seigneuries between the years 1180-1280.

15 Cassini de Thury (1783).
16 According to Fossier (1968).
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Area B: The territory between the north bank of the Authie and the north bank of the Canche.  We
find a territory with widely fragmented authority, including local families and warlords that hold
property and villages in the region and in some cases take the countal title (the count of Hesdin, the
count of St Pol).

The data reveal that, as the model predicts, the construction of mills was more intense in area B, on
the river Canche, where the authority was more fragmented, than in area A, on the rivers of Authie
and Somme where the count of Ponthieu had a strong hold.

Table 1:Villages with a mill at the 18th century and at the 11th-12th centuries

River Villages 18th century 11th-12th centuries

vwm*
vwm
(%)

Mill
Wheels vwm

vwm
(%)

Mill
Wheels

Canche (sea-Frevent) 41 21 51% 26 9 22% 12
Authie (sea-Doullens) 45 24 53% 41 5 11% 10
Somme (sea-Flixencourt) 40 27 68% 42 5 13% 9

*vwn = villages with a mill

Table 2: percentage of villages that already had a mill at the 11th-12th centuries

River
11th-12th / 18th
(%)

vwm
Mill
Wheels

Canche (sea-Frevent) 43% 46%
Authie (sea-Doullens) 21% 24%
Somme (sea-Flixencourt) 19% 21%

When we control for geography we see that at the eighteenth century 50-60 per cent of the villages
had a mill (Canche 51 per cent, Somme 68 per cent, Authie 53 per cent). While in the eleventh-
twelfth centuries there are quite extreme differences between the levels of mill construction: while
almost half of the villages on the Canche that had a mill in the eighteenth century also had one in the
eleventh-twelfth centuries (43 per cent), on the Somme and the Authie it was closer to one fifth of
the villages (19 per cent, 21 per cent). Surprisingly, the relation doesn’t change much when we look
at the total number of mills: 46 per cent of the mills that existed in the eighteenth century also existed
in the eleventh-twelfth centuries and only 21 per cent and 24 per cent on the Somme and the Authie.

Moreover, the only villages with mills that have a monopoly over other villages are both in
area A, under the authority of the count of Ponthieu: in 1100 we read of two mills in the village of
Rue on the bank of the small river Maye in an act signed by Gui I, count of Ponthieu. The act states
that no one is allowed to build another mill close to their location and that all the inhabitants between
the rivers of Authie and Maye have to come to grind their grain in these mills17. We hear of another
monopoly when in 1205 the count of Ponthieu settles the ban which obligates the people of Tigny,
Verton, Saint-Vast, St-Quentin-en-Marquenterre and his vassals in Waben to use the mills of Tigny
on the north bank of the river Authie. No other mill between Maintenay and the sea and from Tigny
to St-Josse-sur-Mer and from Wailly to the dunes of Waben could be built.18

4. Conclusion

We show the existence of a relationship between political structures in non-democratic societies and
the investment in production factors, by focusing on the construction of watermills during the
eleventh and twelfth centuries, in a region located in the north of France named Ponthieu. As our

17 Brunel (1930), act VIII.
.18 Calonne (1875).
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model predicts, the construction of mills was more intense where the authority was more fragmented,
than where the count of Ponthieu had a strong hold.
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Functions and fortunes: the importance of county towns in the
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The historiography of eighteenth and early nineteenth century urban life has tended to focus on
London, industrial towns, ports and resorts, with longer-established county towns left somewhat
neglected, despite the fact that they often played equally important roles in the social and economic
changes of the period.19 A county town can be most simply defined as the administrative capital of its
county, exerting social and economic influence over a hinterland beyond its immediate market area.
The functions and fortunes of such towns varied considerably, however, both through time and
across England.

The century after 1660 has been described as the ‘golden age’ of the county town.20 Most such
towns participated fully in the urban renaissance, developing as centres of conspicuous consumption,
recreation and fashionable society, as their economies diversified from dependence on a single
industry to a variety of luxury goods and services. Norwich, for instance, was an important
commercial and social centre from the late seventeenth century, with a calendar of events for local
gentry, and a growing urban professional class catering for a wide rural and urban clientele.21

Chelmsford’s economy expanded in the later eighteenth and early nineteenth centuries, fuelled by
rising demand from passing coach passengers as well as gentry from the locality and from London.22

Similarly, Chester’s prosperity was founded on its external links, both with the local county and the
rest of England.23 However, by the later eighteenth century many traditional county centres faced
relative eclipse, because of slower growth in real incomes, lethargy and conservatism amongst some
county town elites, and competition from other towns, which had more favourable positions in new
transport networks, more sophisticated shopping facilities, or more dynamic industrial and
commercial sectors.24

Leicester, Nottingham and Derby were exceptions to this picture, however, experiencing rapid
and sustained growth throughout the eighteenth and early nineteenth centuries. In population terms,
they were the only county capitals to rise up the rankings of English provincial towns. Between the
1660s and 1801 Derby moved up 50 places in the list of the largest provincial towns, to 48th position,
Leicester by 29 places to 25th position, and Nottingham by 17 places to 16th.25 In the period 1801-41
the county towns of the East Midlands grew faster still, outstripping their counterparts in every other
English region. The population of most county centres doubled or trebled between the late
seventeenth century and 1841, whereas Leicester, Nottingham and Derby grew by up to 16 times!
Table 1 highlights the stark contrast between the experience of these East Midlands towns and of
other county capitals.

19 J. Ellis, ‘Regional and county centres, c.1700-c.1840’, in P. Clark (ed.), Cambridge Urban History of Britain, volume
II (Cambridge, 2000), p.673. Indeed, Ellis’s work is one of the few overviews of English county towns published in
recent decades.

20 P. Borsay, The English Urban Renaissance: Culture and society in the provincial town, 1660-1770 (Oxford, 1989),
p.29.

21 P. Corfield, ‘A provincial capital in the late seventeenth century: the case of Norwich’, in P. Clark (ed.), The Early
Modern Town (London, 1976), pp.252-7.

22 N. Raven, ‘Chelmsford during the industrial revolution, c.1790-1840’, Urban History, 30 (2003), pp.50-62.
23 J. Stobart, ‘County, Town and Country: Three histories of urban development in eighteenth-century Chester’, in P.

Borsay and L. Proudfoot (eds), Provincial towns in early modern England and Ireland. Change, convergence and
divergence (Oxford, 2002), pp.171-194.

24 Ellis, ‘Regional and county centres’, p.678, pp.680-84.
25 J. Langton, ‘Town growth and urbanisation in the Midlands from the 1660s to 1801’, in J. Stobart and P. Lane (eds.),

Urban and Industrial Change in the Midlands, 1700-1840 (Leicester, 2000), p.27.
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Table 1: Population and rank of thirteen county towns, in 1700, 1801 and 1841. (Figures in brackets
refer to the rank of the town in a list of the largest provincial towns, c.1700-1841.)26

1700 1801 1841
Norwich 30,000          (2) 36,238          (11) 61,846          (16)
Exeter 14,000          (6) 17,412          (23) 37,231          (30)
York 12,000          (8) 16,846          (26) 28,842          (40)
Colchester 9,000            (10) 11,520          (42) 17,790          (74)
Worcester 9,000            (12) 11,460          (43) 27,004          (44)
Ipswich 8,000            (15) 11,277          (45) 25,384          (47)
Shrewsbury 7,000            (22) 14,739 (32) 18,285          (70)
Cambridge 6,000            (24) 10,087          (58) 24,453          (51)
Canterbury 6,000            (25) 9,000            (64) 15,435          (80)
Oxford 6,000            (30) 11,694          (41) 24,258          (53)
Leicester 6,000            (27) 17,005          (25) 50,806          (23)
Nottingham 6,000            (29) 28,801          (16) 52,360          (20)
Derby c.3,000         (90) 10,832          (48) 32,741          (32)

The aim of this paper is to explain why, in the East Midlands, the pre-industrial pattern of county
towns dominating their respective counties persisted into the industrial period. The first part of the
paper outlines the ways in which Leicester, Nottingham and Derby were tied to their counties,
politically, socially and culturally. What made the three towns unusual in industrializing Britain,
however, was that these established political and cultural capitals of their counties also became the
main industrial centres. The second part of the paper therefore focuses on the role of the towns’
industrial specialisms in promoting growth, before the final part suggests some reasons for the co-
existence of social and industrial functions in these towns.

‘County community’
By definition, county towns were not self-contained entities but were closely linked to their
hinterlands. Alan Everitt has used the phrase ‘county community’27 to describe the ways in which
county towns and their surrounding countryside were tied together as an organic unit, and interacted
closely in a way which shaped the identity of each. County towns represented a meeting of town and
country, acting as the natural foci of both the county community and the natural countryside
around.28

One of the ways in which shire towns were tied to their counties was through their role as
administrative capitals. Leicester, Nottingham and Derby were typical in that they provided the
location for the county assizes and quarter sessions.29 Data from poll books demonstrate the political
influence that the three towns held over their respective counties. Polls for borough and county
elections were held in the county towns, with voters often coming from far afield.30 At a poll taken in
Leicester for the 1768 borough election, for example, 38 per cent of voters lived outside the town.31

26 Sources: Ellis, ‘Regional and county centres’, p.679; J. Langton, ‘Urban growth and economic change’, in Clark,
CUHB Vol. II, pp.473-4.

27 First coined by Peter Clark in English Provincial Society from the Reformation to the Revolution: Religion, Politics
and Society in Kent, 1500-1640 (Hassocks, 1977).

28 A. Everitt, ‘Country, county and town: patterns of regional evolution in England’, in P. Borsay, The Eighteenth-
Century Town (Harlow, 1990), p.95. This view of a clear-cut ‘county community’ has recently been challenged,
however. Some county towns had cross-county influence (see Stobart, ‘County, town and country’), while,
conversely, it has been argued that the influence of some towns did not spread much beyond their own boundaries.
(See C. Estabrook, Urbane and rustic England: Cultural ties and social spheres in the provinces, 1660-1780
[Manchester, 1998].)

29 Borsay, English Urban Renaissance, p.7.
30 To be entitled to vote, men had to be town burgesses or hold freehold property in the town/county.
31 Record Office for Leicester, Leicestershire and Rutland (ROLLR), Leicester Poll Book 1768 (L 324).
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In Derby, the election of two knights of the shire, held in the town in 1820, drew 98 voters from the
town, 137 from the county (mostly gentlemen and farmers) and just three from outside Derbyshire.32

The county was clearly an important political unit, headed by the county town.
The three towns also acted as important social and cultural capitals, drawing in people from

the surrounding county and sometimes beyond. A distinctive feature of county towns was the annual
influx of local landed gentry for social ‘seasons’ which corresponded with the assizes or race-weeks.
In Leicester the races every September were the highlight of the social calendar, attracting large
numbers of fashionable people from the county. Fireworks and music were on offer at the Vauxhall
Gardens, with assemblies and a ball at the Haymarket Rooms.33 As early as 1660, Nottingham had
acquired status as a fashionable centre for local gentry, and a number of exclusive leisure activities
were developed for them during the ensuing century, including bowling greens, pleasure gardens,
concerts in the Exchange Rooms, and plays at the new theatre in St Mary’s Gate.34 The popularity of
Derby’s rebuilt assembly rooms amongst local gentry is evident from the initial subscription list
(1762-3.) Almost all the 39 subscribers lived in Derbyshire or Derby itself, and included two dukes
(the Duke of Devonshire heading the list with a subscription of £400), five baronets, one earl, two
lords, and 27 esquires.35 Thus these towns attracted both visitors and, crucially, wealth, which fuelled
economic and demographic growth, as people moved to the towns for employment in the expanding
service and leisure industries. County towns did not merely service the needs of the gentry, however.
The whole spectrum of society benefited from new facilities such as infirmaries. An analysis of the
subscription lists for these institutions reveals the significant level of support for them from the
county, thus reinforcing the point that these towns enjoyed county-wide influence. In the period
1772-1801, over 60 per cent of annual subscribers to Leicester Royal Infirmary came from
Leicestershire (with most of the rest living in the town itself.). By 1800 53 individual parishes in the
county subscribed an average of £2 2s per year.36

Industrial development

Leicester, Nottingham and Derby clearly fulfilled the traditional roles of county towns, acting as the
social, cultural and political foci of their counties. However, this cannot be the only explanation for
their continued growth and dominance of their respective counties. If other shire towns offered the
same facilities, why was it only the three East Midlands towns that continued to grow so rapidly
throughout the eighteenth and early nineteenth centuries? The answer lies in the fact that, unusually
amongst English county towns, they also became the main industrial centres of their respective
counties. Although the occupational structure of many county capitals was wide and varied, the
success of many such towns was based on a specialist function or trade. The strong growth of the
East Midlands towns was linked to their dominant position within particular industries, notably
hosiery, and, in Derby, silk and china manufacture.

Nottingham and Leicester witnessed dramatic expansions in hosiery production after the
stocking frame was introduced in the late seventeenth century. By 1716, there were between 500 and
600 frames in Leicester, a figure which had grown to about 1,000 by 1752, 1,600 in 1812, and as
many as 6,000 in 1831.37 In Nottingham, meanwhile, the number of frames increased from 400 in
1727 to 1,200 in 1750, following the transfer of 800 frames from London to Nottingham. By 1824,
several Nottingham firms owned more than 1,000 frames each.38 Framework-knitting brought

32 Derbyshire Record Office (D.R.O.), Q/RE/2/7, 11, Poll Book, Derbyshire Election, 1820.
33 J. Simmons, Leicester Past and Present: Volume 1, Ancient Borough to 1860 (London, 1974), p.121; A. Temple

Patterson, Radical Leicester: A History of Leicester 1780-1850 (Leicester, 1954), p.14.
34 J. Beckett, The Book of Nottingham (Buckingham, 1990), 60; A. Henstock, ‘The changing fabric of the town’, in J.

Beckett (ed.), A Centenary History of Nottingham (Manchester, 1997), pp.114-5, pp.126-7.
35 D.R.O., D 239 M/098: ‘An account of the Gentlemen subscribers to the Assembly Rooms in Derby, 1762-3.’
36 ROLLR, MF 471: Leicester Royal Infirmary Annual Reports, 1771-1851.
37 Victoria History of the County of Leicestershire, volume IV (London, 1958), p.172.
38 Beckett, Book of Nottingham, pp.35-6, p.55.
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significant prosperity to both towns, while the lace-making boom of the early 1800s prompted
further growth in Nottingham.39 Derby experienced a great expansion in its silk industry, following
the introduction of a new silk machine in 1718, making it one of the principal silk throwing towns in
England.40

Much of the population growth in Leicester and Nottingham has been attributed to the
explosion of hosiery manufacture, as migrants were attracted by the expansion in job opportunities.41

Indeed I have found that an average of 36 per cent of migrant apprentices in Leicester and 52 per
cent in Nottingham were employed in the hosiery industry in the period 1700-1830. Many of these
migrants were drawn from pre-existing hosiery districts within the East Midlands, thus emphasising
the ‘pull’ of the county towns for those working in this industry.42 Not only did hosiery production
encourage sustained demographic and economic growth in these two towns, but it also cemented
their dominance within their counties. The hosiery industry in this period was organized under the
domestic system. Hosiers (merchant employers) rented out frames to individual hosiery operatives,
both in the county towns and their hinterlands. Yarn was issued to stockingers at the beginning of a
week, and the finished articles were delivered to the hosiers at the end of the week. Thus the nature
of hosiery production meant that county towns were closely tied to their hinterlands through a
localized web of linkages.43

Juxtaposition of social and industrial functions

It seems that the key to the sustained growth of Leicester, Nottingham and Derby and their continued
dominance within their respective counties was that they were multi-functional. Their industrial and
social/cultural functions were able to co-exist, in contrast to many other county towns, which may
have remained noted cultural centres, but whose industrial base, where it existed, was eclipsed by the
growth of new industrial towns. I would suggest three reasons for the exceptional experience of East
Midlands county towns.

Firstly, the proto-industrial nature of hosiery production, with manufacture carried out in
workers’ homes rather than giant urban factories with their associated dirt and noise, meant that the
county towns, whilst acting as industrial ‘hubs’, remained attractive places to visit and live in.
Secondly, the dominance of the individual county towns was encouraged by the polycentric structure
of the East Midlands urban system. No ‘regional capital’ existed, and although Nottingham may be a
contender, its close proximity to Leicester and Derby, both of which experienced similar growth
patterns, meant that no one town could dominate.44 The primacy of the county towns remained
unchallenged as each stood at the head of a weak county urban hierarchy, with no major industrial
centres nearby, unlike in the West Midlands where Warwick and Lichfield suffered from competition
with Birmingham. Moreover, Leicester, Nottingham and Derby each specialized in a different branch
of hosiery manufacture (worsted, cotton and silk stockings respectively),45 so they complemented,
rather than competed with, each other.  Thirdly, many of the political elite governing the county
towns were also industrialists, and thus were more likely to encourage industrial development as well
as championing new social facilities. The corporations of Nottingham and Derby were dominated by
Whig nonconformists, and by the early nineteenth century half the members of Nottingham’s
corporation were linked with the hosiery trade.46

39 C. Weir, The Nottinghamshire Heritage (Chichester, 1991), p.80.
40 E. Lord, Derby Past (Chichester, 1996), pp.31-3.
41 Simmons, Leicester Past and Present, pp.97-8.
42 Sources: Hartopp, Records of the Borough of Leicester, New Series, Vol. 1 & 2; Nottinghamshire Archives: Register of

Apprentices bound by indenture to the burgesses of Nottingham from 1723.
43 G.A. Chinnery, ‘Eighteenth century Leicester’, in A.E. Brown (ed.), The Growth of Leicester (Leicester, 1972), p.64;

C. Marsden, Nottinghamshire (London, 1953), p.36.
44 A. Dyer, ‘Area surveys 1540-1840: Midlands’, in Clark, CUHB, p.108.
45 Simmons, Leicester Past and Present, p.97.
46 D. Kaye, A History of Nottinghamshire (Chichester, 1987), p.93.
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Conclusion

This paper has demonstrated that the traditional notion of the county town as an administrative
capital and social centre cannot give a full picture of the diversity of county centres across England
during the early stages of industrialization. Moreover, a simple categorization of such towns as either
industrial or leisure towns is inadequate. The examples of Leicester, Nottingham and Derby highlight
how towns could combine cultural and industrial functions. Other county towns could be placed at
different points along a ‘continuum’ between industrial centre and leisure town, depending on their
relative levels of social provision and industrialization. This paper suggests, though, that the most
prosperous and dynamic county centres were those which enjoyed both a strong industrial base and a
wide range of social facilities.
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Trading options before Black-Scholes: a study of the market in
late seventeenth century London

Anne Murphy, University of Leicester
(alm17@le.ac.uk)

Supervisor: Dr Huw V Bowen

Options are complex financial instruments that, on payment of a fee, or premium, give their
purchaser the right, but not the obligation, to either buy or sell an underlying asset on some future
date at a pre-agreed price. Because the buyer is under no obligation to take up the trade, he or she
will only exercise the option if it is in their best interests to do so. The advantages of such an
arrangement are obvious – option buyers effectively limit their losses without placing any limit on
their potential profits. However, the seller of an option underwrites these advantages and must
therefore demand a premium that is sufficient to cover the cost of hedging the consequent risk until
such time as the option is exercised or expires. Determining this cost is a difficult task since it
requires assumptions to be made about the likelihood of a specific event occurring sometime in the
future. The search for a systematic method of making such assumptions challenged market
practitioners and academics alike for many years before the problem was finally solved in the early
1970s by three academics – Fischer Black, Myron Scholes and Robert Merton. The Black-Scholes
model provides the basis for a means of option valuation and a method of hedging the resulting
position. It won Scholes and Merton the Nobel Prize for economics in 1997 and now supports a
dynamic and diverse market.1 Yet, active options markets are not solely a modern phenomenon.
Indeed, the London stock market in the 1690s sustained a brisk trade in options that was similar in
structure and form to its modern counterpart. The aim of this paper is to investigate the scope and
extent of that market and to provide some indication of how users of options arrived at a mutually
agreeable price and dealt with the problems of managing risk.

Although it is clear that the stock market boom of the early 1690s stimulated the rapid
evolution of a market in financial derivatives, such transactions were the result of private negotiation
and were not recorded in company transfer books and stock ledgers. Thus, the ledgers kept by the
broker Charles Blunt offer perhaps the only comprehensive indication of the size and scope of that
market.2 Blunt’s ledgers cover the period between 1692 and 1695 and contain details of more than
2,000 trades in the shares and derivatives of a number of joint-stock companies. As the following
chart shows, derivatives comprised a significant proportion of Blunt’s business. Over the four year
period 798 derivatives were traded by his clients; a sum that represented just over 39 per cent of all
transactions.

1 Black died in 1995 but would have undoubtedly shared in the prize. For further details on the development of the
Black-Scholes model and its many antecedents see Bernstein P., Capital Ideas: The Improbable Origins of Modern
Wall Street (New York and London, 1993), chapter 11.

2 Public Records Office, Papers of Charles Blunt, PRO C114/164.
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Figure 1: Trading activity recorded in Charles Blunt’s ledgers, 1692-95

0

20

40

60

80

100

120

140

160

Ja
n-9

2

Mar-
92

May
-92

Ju
l-9

2

Sep
-92

Nov
-92

Ja
n-9

3

Mar-
93

May
-93

Ju
l-9

3

Sep
-93

Nov
-93

Ja
n-9

4

Mar-
94

May
-94

Ju
l-9

4

Sep
-94

Nov
-94

Ja
n-9

5

Mar-
95

May
-95

Ju
l-9

5

N
um

be
r o

f t
ra

ns
ac

tio
ns

Stock transactions Derivative transactions

Source: PRO C114/164.

Since investors were more likely to use the services of a broker to negotiate complex trades such as
options, using Blunt’s ledgers to estimate the number of derivatives traded in the market as a whole
is problematic. Even so, it seems reasonable to suggest that at the height of the stock market boom –
the period between 1691 and the end of 1693 – several thousand derivatives were transacted each
year against a variety of different joint-stock companies.

The variable quality of the data recorded by Blunt makes it difficult always to be precise about
the nature of the derivatives traded by his clients but there does seem to have been a certain
uniformity of structure. The majority of the derivatives recorded in Blunt’s ledgers appear to have
been options. Both refusals (calls) and puts were used but, unsurprisingly in what was perceived to
be a rising market, contracts that gave their buyer the right to receive stock were traded far more
frequently.3 In general, options were of six months duration and the strike price – the price at which
the underlying trade would be conducted if the option was exercised – was either close to or at the
current market price of the underlying stock.4 According to the printed option contracts that survive
from this period, exercise could take place at any time of the buyer’s choosing within the contract
period. It was the purchaser’s obligation to inform the seller of intent to exercise either ‘personally
by Word of Mouth … or by a Note in Writing…’ and if exercise was not completed before the
expiry date of the option or payment for the shares not made promptly then the contract would be
void.5

The standardized structure of the trade in options suggests that London’s financial markets
rapidly acquired a high degree of integration and sophistication. This was reflected in the various

3 Calls, or refusals, gave their purchaser the right to buy the underlying asset. Puts gave the purchaser of the option the
right to sell the underlying asset.

4 Although other time periods were traded, six months appears to have been the standard structure for options. Houghton
referred to refusals as being of six month duration and Dickson noted a collection of contracts conducted by Sir
Stephen Evance also all of six month duration. Houghton J., A Collection for Improvement of Husbandry and
Trade, 22 Jun. 1694; Dickson P.G.M., The Financial Revolution in England (London and Melbourne, 1967), p.491.

5 Houghton, Collection for Improvement, 29 Jun. 1694.
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uses to which these products were put. Many investors used options to secure stock in anticipation of
future market movements. Indeed, for Houghton the purpose of refusals was to allow an investor
who ‘does expect a Summ of Money about Three Months hence and does believe that the Trade or
Actions will rise in that time very much, [for] a Small Summ in Hand [to] secure to himself as many
Shares as he will’.6 Options were also used to reduce and control risk. In particular, they were put to
good use during the recoinage crisis of the mid-1690s. One argument used against the proposed
prohibition of options and other derivatives in 1697 cited the use of such products to insure against
further falls in the value of tallies and bank-notes. Moreover, many of those who had been forced to
liquidate positions in stock in order to meet other obligations had apparently ‘made Agreements to
receive back the said Stocks and Notes on certain Terms, whereby they [knew] their certain Loss’.7

Options were also used by stock-jobbers and speculators. Most notably, it was alleged by
contemporary commentators that options were used to manipulate market prices. The unexplained
and seemingly mysterious movements of the market were attributed to the ‘necessity some are under
of Buying or Selling to answer Pollicies and Contracts they are unwittingly drawn into by subtil and
designing Men…’.8 It was also suggested that some ‘who having whole Stocks or the whole Number
of Shares of a Stock in their power, gave or would have given Guineas for the refusals of certain
Parcels therof, when they knew the takers could not comply with such Contracts but upon terms
which they would afterwards please to permit them’.9 In other words, individuals were thought to
have purchased refusals despite already being in possession of the majority of the stock of a
company. The consequent shortage of tradable stock forced prices higher as the sellers of refusals
sought to make purchases to cover their positions, at which point the buyers of the refusals would
release their own stock back into the market at a profit and then take a further profit as the same
stock was returned to them as a result of the exercise of their options. Although the distrust with
which stock-jobbers were regarded probably stimulated such accusations, the limited capitalization
of many of the smaller companies of the period did mean that such actions would not have been
impossible.

Market manipulation by stock-jobbers would also have added to the problems that option
sellers must have experienced when attempting to manage their risk. Houghton, perhaps naively,
assumed that option sellers would automatically fully hedge their positions. He noted that the seller
‘has his Share in his own Hand for his security … he cannot without Hazard part with them the mean
time, tho’ they should fall lower, unless he will run the hazard of buying again at any rate if they
should be demanded; by which many have been caught, and paid dear for … ’.10 However, as
Houghton was quick to acknowledge, using such a hedge exposed the option seller to losses if the
market moved lower. ‘[I]n plain English, [the buyer] gives Three Guinea’s for all the profits if they
should rise, [the seller] for Three Guinea’s runs the hazard of all the loss if they should fall’.11

Viewed in this way the advantages of selling options were minimal and it must be assumed that the
majority of sellers took the risk and left their positions unhedged. Thus, the guineas received as
premium were the seller’s only protection against the subsequent movements of the market. It is,
therefore, reasonable to assume that option pricing was the product of very careful analysis of the
market. The evidence presented in Blunt’s ledgers supports this assumption.

Since a full analysis of Blunt’s ledgers is not possible here, this paper will concentrate on his
clients’ trade in Linen Company stock.12 This stock was notoriously speculative13 and in 1692 and

6 Ibid.
7 Anon., Reasons Humbly Offered, Against a Clause in the Bill for Regulating Brokers … (London, 1697).
8 Anon., Plain Dealing: in a Dialogue between Mr. Johnson and Mr. Wary … (London, 1691), p.3.
9 Ibid., p5.
10 Houghton, Collection for Improvement, 22 Jun. 1694.
11 Ibid.
12 The King’s and Queen’s Corporation for the Linen Manufacture in England was established in 1690 with an initial

issue of 340 shares at a price of £10 each. The share price advanced rapidly in 1690 and 1691 and a further issue of
shares at £50 in April 1691 was apparently well-received by the market. Scott W.R., The Constitution and Finance
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1693 formed the bulk of Blunt’s business. His clients traded a total of 823 times in Linen stock
during those years. Of those transactions, 272 were derivatives, with 117 being clearly identifiable as
six month refusals.14 Figure 2 presents a comparison of the price of six month at-the-money refusals
in Linen stock with the price of the stock itself.15

Figure 2: Price of Linen stock/Price of 6m ATM refusals in Linen stock, 1692-93
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Source: PRO C114/164; Houghton, Collection for Improvement, passim. The stock price curve has been constructed
using prices recorded in Blunt’s ledgers supplemented, where necessary, by prices listed in Houghton’s Collection for
Improvement.

Linen stock had been buoyant in 1690 and 1691 and the high price of refusals at the beginning of
1692 probably reflects the market’s positive view of the Company’s future prospects. However, by
late spring of 1692 it became apparent that the Company was suffering as a result of internal friction
and attacks from outside rivals.16 As a result the market seemed to lose interest in the stock for a time
and this is reflected in the lower price of the refusals traded between July and September. In
November 1692, however, the Company conducted a public sale of 10,000 pieces of high-quality
white linen, which renewed investors’ interest and led to a rapid rise in the stock price. Evidence of
this interest can be seen not only in the high price of refusals at this time but also in the increased
turnover of stock traded by Blunt’s clients – see figure 1. The euphoria of November 1692 was,
however, short-lived, and as the Company’s prospects diminished, along with the price of its stock,
the price of refusals declined accordingly. The pricing of at-the-money options, therefore, shows a

of English, Scottish and Irish Joint-Stock Companies to 1720 (3 Volumes, Cambridge, 1911), pp.90-97.
13 See Anon., Angliae Tutamen (London, 1695), p.24.
14 PRO C114/164.
15 An option struck at-the-money is one where the strike price of the option is the same as the current market price of the

stock. An in-the-money option is one where the strike price gives the option an immediate value compared to the
current price. Thus, the right to buy at 35 when the market is trading at 40 is said to be in the money. An out-of -
the-money option has no intrinsic value. Thus, the right to buy at 35 when the market is trading at 30 is said to be
out-of-the-money.

16 Scott, Constitution and Finance, p.95.
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surprising degree of consistency and a rapid response to the Linen Company’s changing risk profile.
Moreover, as the following table demonstrates, the pricing of both in- and out-of-the-money options
was similarly consistent with changing expectations of the prospects for the underlying stock.

Table 1: Range of prices (in guineas) for six month refusals of Linen Company stock, 1692-93

Month Stock*
Price

No. of
refusal
s

£6-£10
O.T.M**

£1-£5
O.T.M

A.T.M £1-£5
I.T.M

£6-£10
I.T.M

Jan-92 38.5-32 5 6 10
Feb-92 35-34 2 10
Mar-92 40-34 7 6 – 7 10 10
Apr-92 40-35 9 10 11
May-92 35-30 1 7
Jun-92 36-29 0
Jul-92 42-40 6 8 6 7
Aug-92 41-36 3 7
Sep-92 42-40 2 6 – 7
Oct-92 44-42 2 5 7
Nov-92 58-50 11 5 – 6 10 - 11 20
Dec-92 50-45 4 7
Jan-93 45-44 15 3 – 4 5 – 6
Feb-93 45-44 0
Mar-93 45-42 9 4 – 5 5
Apr-93 45-39 9 4 5
May-93 40-38.5 4 5
Jun-93 38-32 0
Jul-93 32-26 7 4 – 3 4
Aug-93 26-25 6 4
Sep-93 25-21 2 2
Oct-93 25-23 1 2
Nov-93 24-22 9 2 6 - 7
Dec-93 21-18 3 4

Source: PRO C114/164; Houghton, Collection for Improvement, passim. Since there was no daily record of stock prices,
the intrinsic value of the options cited in this table is calculated by using the price of the underlying on the nearest
alternative date.

* This column shows the highest and lowest price each month derived from Houghton’s Collection for Improvement and
Blunt’s Ledgers.
** O.T.M. – out-of-the-money; A.T.M. – at-the-money; I.T.M. – in-the-money.

The evidence presented here is limited but does appear to indicate that pricing of refusals was based
on a systematic analysis of the risks inherent in each trade. Moreover, it would seem that the
elements that governed the determination of price in the early modern market were similar to those
used today. Modern option pricing models use four main factors to determine value: the time to
expiry, the interest rate, the intrinsic value of the option, and volatility, which is defined as a measure
of the variability of the stock price.17 Insufficient evidence prevents an assessment of the effect that

17 Cox J.C. and Rubinstein M., Options Markets (New Jersey, 1985), p.34.
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time and interest rates had on the pricing of the options traded by Blunt’s clients. Nevertheless, it is
clear from the data presented in table 1 that the intrinsic value of an option played an important part
in the determination of price. It is also evident that the price of options in this period consistently
responded to the perceived volatility of the underlying stock. Hence, it would appear that educated
guesswork and close observation of the market created a system of option pricing that was intuitively
based on the same factors that Black, Scholes and Merton were to use to such good effect nearly
three centuries later.

The price of Linen stock continued on its downward trend throughout 1694, eventually
reaching a low of just £5 in 1697.18 Thus, the majority of those who bought refusals in this period
were disappointed in their expectations; nor would the sellers have fared any better had they
followed Houghton’s advice and retained their stock in anticipation of future delivery. Nevertheless,
the failure to secure a profitable outcome from these trades should not obscure the fact that London’s
newly-established financial markets supported an active and surprisingly sophisticated trade in
derivative products.

18 Houghton, Collection for Improvement, 10 Sep. 1697.
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Improving credibility by delegating judicial competence: the
case of the Judicial Committee of the Privy Council19

Michael Ebeling, University of Kassel
(michael.ebeling@wirtschaft.uni-kassel.de)

Supervisor: Professor Stefan Voigt

I. Introduction

The Judicial Committee of the Privy Council (JCPC) used to be the final court of appeals for all
Commonwealth members. After having become independent, many states abolished the possibility to
appeal to the Privy Council, but others kept it.

A sovereign nation-state is usually expected not only to have its own legislature but also its
own judiciary. In that sense, recognition of the JCPC as the final court of appeals even after
becoming independent appears odd. Yet, a court largely composed of judges from other nation-states
is presumably beyond the sphere of direct influence of those governments who retained the JCPC as
the final court of appeal. This might have advantages: the factual independence of the judiciary could
be higher. This could make government promises more credible which, in turn, could lead to higher
investment and – eventually – to higher income and growth. The question thus is whether the
recognition of a foreign court is indeed a possible means for governments to increase the credibility
of their promises? The history of the JCPC provides us with a natural experiment as some newly
independent states continued to recognize the JCPC as their final court whereas others did not.

II. Some Theory

Credibility can be an important asset of a government. If a government that promises to enforce
private property rights is credible, then actors will invest more than if the government is not credible.
Higher investment levels translate into additional income. This, in turn, leads to higher utility levels
for both the governed and the governing because higher (aggregate) income also means increased tax
revenue. The credibility of a government can thus make everybody better off.

The separation of powers has often been discussed as a way to increase government
credibility. Beyond the conventional separation into the three functions of legislating, executing and
adjudicating, the delegation to independent or non-majoritarian institutions has received much
attention lately (see, e.g. Majone 2001 or Voigt and Salzberger 2002). Independent central banks are
the most frequently cited example: delegating monetary authority to an independent central bank can
be interpreted as a solution to the problem of time-inconsistent preferences.

An independent judiciary can also be interpreted as a kind of delegation although it remains
within the confines of the traditional separation of powers. Judicial independence (JI) implies that
judges can expect their decisions to be implemented regardless of whether they are in the (short-
term) interest of other government branches upon which implementation depends and that they do
not have to anticipate negative consequences as the result of their decisions, such as (a) being
expelled, (b) being paid less, or (c) being made less influential.

Among the many functions of government, the reduction of uncertainty is of paramount
importance. Laws passed by the legislature are often attributed that role as they contain information
on what actions are illegal – and can thus be expected to occur with low likelihood. But the law will
only reduce uncertainty if the citizens can expect the letter of the law to be implemented by
government representatives. An independent judiciary could thus also be interpreted as a device to
turn promises into credible commitments – e.g. to respect property rights and abstain from
expropriation. If it functions like this, citizens will develop a longer time horizon which will lead to
more investment in physical capital but also to a higher degree of specialization, i.e., to a different
structure of human capital. All this means that JI is expected to be conducive to economic growth.

19 This paper is a short version of Voigt, Ebeling, Blume (2004).
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These effects will only materialize if JI is not only promised but factually enforced. Attempts
of the executive and/or the legislature to influence judicial decision-making often begin by politically
motivated appointments. Judges are often appointed not on their merits as lower court judges or good
legal scholars but rather on the probability that their decisions will be close to the decisions the
politicians would like them to pronounce. In courts operating outside the government’s territory,
government influence on the appointment of judges will often be marginal or even non-existent. This
is so because a single government will often have some influence on the appointment of one single
judge but not on the majority of judges. If a government wants “its” judge to exert some influence on
the dicta pronounced by an international court, it is well-advised to appoint very able judges as only
they will be able to convince their colleagues from other countries.

As governments do not have legislative competence with regard to international courts, they
cannot alter the number of judges, their term length, their salary or the way the court allocates cases
to its individual members. Moreover, these governments cannot remove judges from the bench
should they be unhappy with a particular decision. The use of many potentially damaging
instruments is thus beyond the reach of nation-state governments. This leads us to hypothesize that
promises regarding the independence of such courts are, c.p., much more credible than promises
made with regard to domestic courts.

III. The Judicial Committee of the Privy Council

The JCPC is the court of final appeal for the UK overseas territories and Crown dependencies and
for those Commonwealth countries that have retained the appeal to Her Majesty in Council or, in the
case of Republics, to the Judicial Committee. In 1931, newly independent states were given the
option to retain the jurisdiction of the JCPC or to opt out of it by the Statute of Westminster. Today,
14 independent Commonwealth countries and nine dependencies use the JCPC as final appeals court.

The JCPC is based on the notion that the King is the fountainhead of justice and that all his
subjects have a right to his judgment (Beth 1975). Formally, the JCPC was only created in 1833.
During the twentieth century, the JCPC often co-opted judges from the dominions. The members are
appointed by British politicians.

Swinfen (1987, 143f.) summarizes the critique often advanced against the JCPC: (1) Appeals
to it were costly; (2) appeals involved very long delays; (3) the members of the JCPC often lacked
knowledge concerning local circumstances; (4) the procedures were monarchical whereas many
Commonwealth countries were republics. Another often-heard argument referred to the
incompatibility of being a sovereign nation with accepting the jurisdiction of the court of another
nation. So why did quite a few former colonies retain the JCPC as their highest court?

Campbell (1959) deals with the issue. Newly created federal states could count on a tribunal
that had some experience with federal constitutional questions. Cox (2002) points out that the
JCPC’s jurisdiction is a rich legal resource, that the number of courts to which one could appeal is
lower if this level of jurisdiction is taken away without creating replacement at home, that this could
also entail a higher degree of judicial activism and that the costs of the JCPC are borne by the British
taxpayer.

In most of the discussions preceding the abolishment of the JCPC, the potentially beneficial
role of the court in making government promises more credible seems not to have played any
significant role. Beth (1975, 238) observed that over time, cases involving business questions came
to be more and more important. One interpretation of this observation almost suggests itself, namely
that the protection of property rights has increased in importance.

Opting out of the JCPC’s jurisdiction will usually presuppose explicit constitutional change, in
other words: exit from membership can be assumed to be quite costly.

IV. Estimation Approach and Data Description

We want to know whether countries that retain JCPC jurisdiction are attributed higher credibility
than countries that don’t. Credibility as such is hard to measure. In Voigt (2004), country risk ratings
were used as a proxy for the credibility of the promises made by a country’s politicians.
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Unfortunately, due to data-availability, this proxy cannot be used here. Data availability is also a
problem for other potentially interesting variables such as interest rate differentials.

We therefore decided to estimate the effects of JCPC membership20 on economic growth. If
the hypothesis developed above is correct, then JCPC membership should, c.p., result in higher
growth rates. A variant of Extreme Bounds Analysis (EBA) is used here. We estimate the following
equation:

Yi = Mi + JCPCi + Zi + i (1)

where Yi is the average annual real GDP growth per capita of country i, which we estimate for the
decades 1960-69, 1970-79 and 1980-89. Mi is a vector of standard explanatory variables of country i,
JCPCi is a dummy variable which takes on the value 1 if the country has retained JCPC jurisdiction
during the entire decade under consideration or at least during more than half of it, otherwise 0.21 Zi

is a vector of additional explanatory variables in country i that are introduced to check the robustness
of the baseline model. i is an error term.  The vector Mi consists of two variables which are,
according to previous studies, robustly linked with economic growth:

(log of) initial real GDP per capita at the beginning of each decade
real investment as a share of GDP averaged over the three relevant decades
percentage of secondary school enrolment in the total population aged 15 and more22

The vector Zi contains control variables such as continent dummies, decade dummies, black market
premium as a proxy or the quality of domestic institutions, the number of assassinations as a proxy
for political stability and ethno-linguistic fractionalization as a variable that Easterly and Levine
(1997) showed to explain a substantial part of Africa’s growth tragedy.

The cross section analysis is performed by the simple OLS technique while inference is based
on t-statistics computed on the basis of White heteroscedasticity consistent standard errors.

V. Estimation Results
The estimation results for the large group of countries are presented in table 1. Both the logarithm of
initial income and investment have the expected sign and are highly significant. Adding the dummy
for JCPC membership improves the explanation, the variable itself is also significant on the 1 per
cent level.

The introduction of the decade dummies shows that the 80s were a bad decade for economic
growth; the JCPC dummy remains significant on the 1 per cent level. Introducing continent dummies
has very similar effects: (sub Saharan) Africa and Latin America are bad places for economic
growth; the significance of the JCPC dummy remains unaffected. Estimating an equation in which
the black market premium is included somehow changes things though: the black market premium
has the expected sign and is highly significant; its inclusion reduces the significance of the JCPC
dummy to the 10 per cent level.

Drawing on cluster analysis, the sample was divided into two sub-samples, one with a low
black market premium (254 country decades), the other with a high black market premium (26
country decades). For the sub-sample with the low black market premium, the JCPC dummy remains
significant on the 5 per cent level when initial income and investment are also taken into account.
For the sub-sample with the high black market premium, the JCPC dummy loses its significance. It

20 We will informally talk of JCPC “membership” meaning that the respective country has accepted the JCPC as its
highest court of appeals.

21 Alternatively, the regressions were re-estimated entirely dropping the decades during which a change in JCPC
membership occurred. This led to improvements in the R2 but also to a substantially lower number of observations.
The results of this alternative coding are not reported below.

22 In the decade-wise regression carried out here, the schooling variable never reached any conventional level of
significance. Furthermore, its inclusion would lead to a substantially lower number of observations. This is why the
schooling variable was excluded from the specifications reported in the tables below.
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could thus be argued that JCPC membership only has a conducive effect on growth when a minimum
quality of domestic institutions is given, here proxied for by the black market premium. Column (10)
integrates most of the Z vector variables into one equation. With this model, about half of the
variance in growth rates can be explained and JCPC membership is still significant on the 10 per cent
level.

It might, however, be argued that we are dealing with a spurious relationship as most legal
systems that accept JCPC jurisdiction are based on common law. Quite a few scholars (e.g. La Porta
et al. 1999) have recently argued that the legal origin of a legal system is an important influence on a
host of variables such as quality of the infrastructure, degree of corruption etc. It might thus also be
relevant for explaining differences in economic growth. A dummy for common law legal origins is
used in table 2. Column (1) shows that the common law variable does not have any significant
impact on growth. Column (2) shows that the JCPC variable remains highly significant even after
controlling for legal origin. This result might be highly significant: it could be that the results
drawing on legal origin are mainly driven by JCPC membership – and not the other way round. This
would, of course, mean that much of the discussion has suffered from an omitted variable bias.

In order to exclude other potentially influencing factors such as former British colonies etc.
that have all been found to be significant in former studies, we rerun most of the equations only with
Commonwealth members. The results are reported in table 3. Since most of the results are quite
similar to the broader sample, we can restrict ourselves to the most noteworthy deviations: first,
initial income no longer has the expected sign but remains insignificant. Within the Commonwealth,
no catching up can thus be observed. Second, the dummy variable for Africa remains insignificant
and third, ethno-linguistic fractionalization also becomes insignificant. In most of the equations, the
JCPC dummy remains significant at least on the 10 per cent level such that our evaluation of it as
being robust in explaining economic growth is basically confirmed.

VI. Conclusions

It was asked whether delegation of judicial decision-making competence could increase the
credibility of a government’s promises. Delegation of judicial competence was proxied for by a
country’s acceptance of the Judicial Committee of the Privy Council as its highest court of appeal.
Rather than testing the effect of JCPC membership on credibility, the effect of membership on a
country’s per capita growth rate was estimated. It was shown that JCPC membership does indeed
have a positive effect on economic growth. The growth-enhancing effect of JCPC membership does
not, however, arise independently of the quality of a country’s domestic institutions: a high black
market premium, which can be interpreted as a proxy for the low quality of domestic institutions,
substantially reduces the growth-enhancing effect of JCPC membership.
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Table 1: Pooled OLS-regressions of per capita gdp growth, decade-average (decades 1960s, 1970s,
1980s), on JCPC membership and controls, all countries (four excluded)

The numbers in parentheses are the absolute values of the estimated t-statistics, based on the White heteroscedasticity-
consistent standard errors. ‘**’, ‘*’ or ‘(*)’ show that the estimated parameter is significantly different from zero on the
1, 5, or 10 per cent level, respectively. SER is the standard error of the regression, and J.-B. the value of the Jarque-Bera-
test on normality of the residuals.

Table 2:  Influence of legal law origin on annual per capita gdp growth
(pooled OLS-regression, four excluded)

Variables (1) (2)

Log Initial Income -0.007**
(3.483)

-0.008**
(3.906)

Investment in % of GDP 0.002**
(8.168)

0.002**
(8.565)

Legal Origin: Common Law 0.003
(1.045)

-0.003
(0.951)

Dummy JCPC-Membership – 0.016**
(3.116)

Constant 3.140 3.552

Adjusted R2 0.272 0.304

SER 0.021 0.021

Jarque-Bera-Test 3.250 2.158

Observations 247 247

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Log Initial
Income

-0.007**
(3.466)

-0.007**
(3.715)

-0.003(*)
(1.802)

-0.009**
(4.907)

-0.007**
(3.723)

-0.009**
(4.864)

-0.009**
(4.901)

-0.008**
(4.577)

-0.009**
(4.649)

-0.009**
(4.912)

Investment
in % of GDP

0.002**
(8.267)

0.002**
(8.517)

0.001**
(7.084)

0.001**
(6.642)

0.002**
(8.289)

0.002**
(8.278)

0.002**
(8.146)

0.408**
(5.008)

0.001**
(5.095)

0.001**
(4.760)

Dummy
JCPC-
Membership

– 0.014**
(3.147)

0.012**
(2.811)

0.015**
(3.228)

0.012**
(2.465)

0.009(*)
(1.825)

0.005
(0.937)

0.010*
(2.242)

0.006
(1.403)

0.009(*)
(1.877)

Dummy for
70s

– – -0.003
(1.097)

– – – – -0.000
(0.026)

0.000
(0.120)

0.0001
(0.226)

Dummy for
80s

– – -0.018**
(6.481)

– – – – -0.012**
(4.602)

-0.012**
(4.437)

-0.012**
(4.237)

Dummy for
Africa

– – – -0.018**
(4.427)

– – – -0.021**
(5.305)

-0.020**
(5.155)

-0.018**
(-4.372)

Dummy for
Latin
America

– – – -0.013**
(3.827)

– – – -0.014**
(4.759)

-0.012**
(4.157)

-0.014**
(4.807)

Blackmarket
Premium

– – – – – -0.024**
(6.129)

-0.023**
(6.071)

-0.022**
(5.821)

-0.021**
(5.855)

-0.021**
(6.026)

Assassi-
nations

– – – – -15.780(*)
(1.663)

– -9.316
(1.305)

– -9.834(*)
(1.758)

-7.386
(1.216)

Ethnic
Fractionali-
zation 1960

– – – – – – – – – -0.012**
(2.770)

Constant 3.335 3.448 2.328 5.436 3.530 5.148 5.209 6.299 6.296 6.788

Adjusted R² 0.234 0.264 0.355 0.328 0.261 0.352 0.352 0.494 0.489 0.505

SER 0.022 0.021 0.020 0.020 0.021 0.020 0.019 0.017 0.017 0.017

J.-B. 2.353 3.348 7.054* 1.981 3.480 7.034* 7.903* 10.509** 11.692** 9.076**

Observations 294 294 294 294 287 280 275 280 275 269



New Researchers - Session II / D

156

Table 3: Pooled OLS-regressions of per capita gdp growth, decade-average (decades 1960s, 1970s,
1980s), on JCPC membership and controls, only commonwealth member

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Log Initial
Income

0.003
(1.231)

0.002
(0.561)

0.004
(1.541)

0.003
(1.055)

0.001
(0.226)

-0.001
(-0.558)

0.004
(1.460)

0.000
(0.024)

-0.001
(-0.290)

0.004
(1.420)

Investment
in % of GDP

0.001**
(3.637)

0.001**
(3.776)

0.001**
(3.193)

0.001**
(3.024)

0.001**
(3.849)

0.001**
(3.071)

0.001*
(2.343)

0.001*
(2.353)

0.001*
(2.251)

0.001
(1.461)

JCPC-
Membership

– 0.014**
(2.700)

0.011*
(2.185)

0.017**
(3.422)

0.012(*)
(1.889)

0.004
(0.849)

0.013*
(2.226)

0.009(*)
(1.757)

0.005
(0.928)

0.014**
(2.865)

Dummy
for 70s

– – -0.007
(1.149)

– – – -0.007
(1.176)

0.002
(0.498)

0.003
(0.521)

-0.004
(-0.692)

Dummy
for 80s

– – -0.016**
(2.742)

– – – -0.018**
(2.882)

-0.006
(1.154)

-0.006
(1.082)

-0.014*
(2.460)

Dummy
Africa

– – – -0.006
(0.953)

– – -0.006
(0.802)

-0.010(*)
(1.583)

-0.008
(1.338)

-0.009
(0.976)

Dummy
Latin America

– – – -0.024**
(2.980)

– – -0.021*
(2.425)

-0.024**
(3.531)

-0.019*
(2.416)

-0.032**
(-4.559)

Blackmarket
Premium

– – – – – -0.037**
(6.315)

– -0.029**
(3.900)

-0.029**
(3.697)

–

Assassinations – – – – -43.051*
(1.963)

– -19.387
(1.157)

– -4.948
(0.319)

–

Ethnic
Fractionali-
zation

– – – – – – – – – -0.019*
(-1.989)

Constant 1.068 0.891 1.382 0.920 0.503 1.386 0.818 0.959 1.166 0.002

Adjusted R² 0.217 0.280 0.325 0.342 0.280 0.494 0.371 0.564 0.524 0.444

SER 0.023 0.022 0.021 0.211 0.217 0.018 0.020 0.017 0.017 0.019

J.-B. 0.062 0.299 0.017 0.411 0.003 0.382 1.526 2.339 2.473 1.985

Observations 77 77 77 77 72 68 72 68 65 68
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I/A   Money and Banking

Chair: Michael J Haupert (Wisconsin-La Crosse)

Philip L Cottrell (Leicester)
The ‘Farrer-Wright’ group and the genesis of London-based imperial banking, 1824-65

… banks established with adequate capital in all our colonies will increase
wealth both within themselves and in the mother country in a ten fold ratio.
I am sure every succeeding year will more and more prove it.1

During the mid-nineteenth century, the foreign trade of continental Europe’s industrializing states
was primarily conducted with adjacent countries but Britain’s became further internationalized. The
proportion of aggregated British exports and re-reports, by value, sold to markets beyond Europe, the
USA, Canada and the West Indies rose from 25.5 per cent, 1824-6, to 38.1 per cent, 1864-6, while
the share of imports drawn from outside of this ‘old’ trading area increased from 28.3 per cent to
45.6 per cent. This distinguishing feature went along with two further intimately related aspects that
also physically marked out the British economy’s extending reach. One was the development of
international mercantile branch house networks, only partly paralleled by German commerce, whose
overseas offices were sited solely in the USA and along temperate Latin America’s eastern seaboard.
The other was the rise of London-based corporate overseas branch banking.

In 1864, there were 46 corporate overseas banks in the City, of which all but six had been
established under English company law. The five pioneers – Bank of Australasia, Bank of British
North America, Colonial Bank, Ionian Bank and Union Bank of Australia – had been founded during
the 1830s. Furthermore, the Australasia, the British North America and the Ionian were intimately
connected chartered banks through their founders’2 – the ‘Farrer-Wright’ group – interlocking
directorships. This promotional bloc had also attempted to establish Cuba Banking Co. and the
‘Mediterranean Bank’ during the 1830s, and two of its members became founding directors of the
short-lived Bank of Ceylon in 1841. Thereafter, the ‘Farrer-Wright’ group was an important
management group within colonial banking until the mid-1860s.

The group had begun to coalesce with the establishment of Provincial Bank of Ireland, 1824-
25, the success of which demonstrated that London directors could be managed effectively ‘extra-
English’ banks. The ‘Farrer-Wright’ group’s involvement in National Provincial Bank of England’s
creation, 1828-33, proved to be the stepping-stone for taking its members into colonial banking. It
brought them into contact with Thomas Potter Macqueen, whose Australian banking plans they
successfully accomplished (sparking, in turn, the initiative for the locally-established Union Bank of
Australia, which shared directors with the ‘Australasia’). Furthermore, the group’s initial concept of
the ‘Australasia’s’ spatial business scope – southern hemisphere imperial banking – galvanized the
authorities’ formulation of the Colonial Banking Regulations that were to control chartered imperial
banking for a quarter of a century or more

A very particular distinguishing feature of the ‘Farrer-Wright’ group’s operations was its
channelling of Catholic aristocratic savings into its various banking schemes by drawing on the
‘connection’ of John Wright’s ‘West End’ private London bank. Furthermore, its activities were
precocious through, first, involving the formation of ‘free-standing’ companies (an increasingly
important component of British FDI half a century later), and, second, since they can be
characterized as ‘gentlemanly banking’ (thereby foreshadowing, albeit in a particular aspect, the
changing nature of ‘gentlemanly capitalism’ from the 1850s).

1 Australia and New Zealand Banking Group, Group Archive, Mount Waverley, Vic., Australia: Bank of Australasia;
A/29, J. Wright to R. Griffiths, 4 Nov. 1835, f. 1. I am grateful to Dr. B. Attard for this quotation.

2 Oliver Farrer, John Wright, Charles Barry Baldwin, Captain Sir Andrew Pellet Green, RN, and Richard Norman,
together with Edward Blount and Samuel Eustace Magan.
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The ‘Farrer-Wright’ group’s overall activities question the received version of ‘Anglo’
branching joint-stock banks’ evolution in the literature. This is apparent when the business pursued
(note-issuing and/or the mobilization of deposits), and structure (branching), are set against the so-
called ‘Scottish seminal model’ and the accepted view of the organization of English domestic
banking in the 1830s.

Bernard Attard (Leicester)
New estimates of Australasian Public Debt issued in London, 1855-1914

The beginning of Australasian borrowing in London coincided with, and contributed to, the upswing
in British capital exports from the mid-1850s. Subsequently, Australasian borrowers remained active
in the London market up to 1914 and beyond. Amongst them, colonial governments (the five on the
Australian continent, Tasmania, and New Zealand) were the most important. Between 1865 and
1914, the region as a whole accounted for approximately 10 per cent of British overseas portfolio
investment. Governments absorbed 65 per cent of those funds. This paper presents new annual
estimates of Australasian government borrowing in London between 1855 and 1914 as part of wider
research into the relationship between colonial governments and capital markets during the period. It
also presents annual estimates of the stocks of outstanding debt sold in London and the colonies
which disaggregate the official statistics published by colonial governments.

Estimates of the annual investment in Australasian public securities are of two kinds. The first
(e.g. Hall, 1963; Simon, 1967; Davis and Huttenback, 1986; Stone, 1999) show the annual value of
new British portfolio investment (either, as in Hall’s case, the nominal value of the new debt created,
or more commonly the actual capital subscribed) based on data published in the Investor’s Monthly
Manual. They have several limitations. Most obviously, they only start from 1865 or after, when the
IMM began to publish useable data. They are also restricted to investment in securities offered for
public sale. An alternative set of estimates, referring only to the six Australian colonies, was created
by Butlin (1962; 1964) for a reconstruction of the Australian balance of payments between 1860 and
1900. This draws on material in the colonial public accounts and shows annual net receipts of loans
raised in London. The series, however, is also limited by its terminal dates and contains several
errors.

The new estimates also use the data published in public accounts, together with unpublished
archival material, to revise and extend each of the available series, therefore also making them
consistent with each other. Most importantly, their start dates are taken back to the colonial entry to
London, and the final series include capital subscribed in securities sold by private treaty (the
principal mode of sale before 1865).

Finally, the new estimates make it possible to disaggregate contemporary colonial statistics of
the stock of outstanding public debt, which up until the 1890s generally do not distinguish between
the components sold in the colonies and those overseas. This provides further quantitative evidence
of the growth and limitations of the colonial capital market, as well as the potential scale of
remittances of colonial securities to London during the period.

Kris J Mitchener (Santa Clara & NBER) & Marc Weidenmier (Claremont McKenna & NBER)
Trade and Empire

Partly as a response to interest by policymakers in the effects of the introduction of the Euro,
economists have recently taken an interest in quantifying the gains from joining currency unions.
Rose (2004) surveys the literature and concludes that, on average, joining a currency union boosts
trade by between 30 per cent and 90 per cent. Similar benefits have also been reported for historical
periods. Using a panel dataset consisting largely of European based trade for five-year intervals
between 1870-1910, Lopez-Cordova and Meissner (2001) find that two countries on the gold
standard, on average, traded 60 per cent more than countries not on the same monetary standard.
Flandreau and Maurel (2001) and Estevadeordal, Frantz, and Taylor (2003) have also used historical
data to examine the effects of currency unions.
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Recent scholarship has also seen a renewed interest in understanding whether empires
facilitate or hinder economic development (Lal 2000; Ferguson 2004). Although it has long been
known that political or military power can be used to acquire natural resources or raw materials,
create overseas markets for exports, and expand the investment opportunities of home-country
investors, economists and economic historians have begun to re-examine the institutional legacies
such empires leave and the longer-run impact on economic development (Acemoglu, Johnson, and
Robinson 2001, 2002, Engerman and Sokoloff 1997). Contrary to a long historical tradition that has
viewed empire in a negative light, Ferguson (2003a, b) has suggested that the British Empire was
instrumental in fostering the development of institutions conducive for economic growth. He argues
that Britain effectively provided rule of law, secure rights of personal liberty and private property
and stable, responsive, honest, and relatively efficient governance to its Empire. Among the
purported benefits of empire to growth, he suggests that British rule provided a common-law system
with protections for shareholders and creditors that encouraged capital formation. He also stresses
that Britain acted as the world’s banker during the nineteenth century, and that it promoted and
“enforced” free trade while other countries moved towards more protectionist policies towards the
end of the century.

This paper explicitly links these two disparate literatures by analysing the effects of empire on
bilateral trade flows during the gold standard era. In particular, we test two propositions that emerge
from this earlier research: (1) membership in a currency union boosts bilateral trade and (2)
“membership” in an empire boosts bilateral trade. It is plausible that both channels are important in
explaining trade flows. Quantifying the effects of empire on trade has largely remained an
underdeveloped literature. Although Estevadeordal, Frantz, and Taylor (2003) included a dummy
variable for colonial dependency in their study on the rise and fall of trade between 1870-1939, they
did not systematically analyse the role of empire on trade. Indeed, their gravity model of trade only
considers one year’s worth of data from our sample period, 1913, and empire receives little attention
in their discussion. Lopez-Cordova and Meissner (2001) focused on estimating the impact of the
gold standard on trade, but did not consider the effects of empire or colonial dependence on trade.

Given the resurgence in demand for studies seeking to quantify the effects of empire, it seems
quite appropriate to consider one of the more obvious channels through which empire has an impact.
Historians of the British Empire have, in fact, made trade a centrepiece of the discussion of the
economic effects of that empire. At least since 1870, British tariffs were lower than its European
neighbours and its rivals in empire (Bairoch 1989), and it managed to keep tariffs low throughout
much of its empire, thus promoting trade. Some have even argued that free trade spread during this
period more as a result of Britain’s power than by example (Ferguson, 2003b). Edelstein (2004,
p.205) suggests that Britain’s enforcement of free trade during the gold standard era benefited the
home country by as little as 1.8 per cent and by as much as 6.5 per cent of GDP. Trade benefits may
have been even greater for its colonies or dependencies. The colonial share of British imports rose
from a quarter to a third from the 1870s to the 1920s (Cain and Hopkins 2001, p.432), and trade
continued to expand even when other countries turned protectionist in the face of the nineteenth-
century factor price convergence, in part because colonial administrators were able to keep
protectionism in check (Williamson 2000).

We also consider whether other European imperial powers (French, German, and Dutch) had
any measurable impact on trade. This will allow us to further test whether the British Empire was
particularly good at nurturing trade (perhaps due to its laissez faire policies and its commitment to
lower tariff rates during the period), as Ferguson (2003a, b) has emphasised, or whether, in fact,
trade patterns with empires were driven less by any institutional advantage and more by dependency
or coercion. We also test whether previous estimates of joining a currency union are overstated due
to the omitted variable of empire. Since countries were linking up to gold at the same time empires
were expanding, the two results may be confounded.

We estimate the effects of empire and the gold standard on trade by employing an augmented
gravity model of trade, where distance between trade partners and the size of their economies are key
determinants of trade. We construct a new database of bilateral trade flows using data from the
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Annual Abstract of British Statistics for the period 1870 to 1913. This new database contains
approximately 286 country pairs and has roughly 12,000 bilateral trade pairs. Moreover, it is much
better suited for assessing the relative importance of these two channels than previous databases on
trade during the gold standard (Barbieri 1996) because it contains a far greater number of
observations of dependencies that were part of empires during this period. Increasing the country
coverage is particularly important because previous studies of the gold standard (Lopez-Cordova and
Meissner 2001) could not have hoped to sort out the confounding effects since nearly all the
countries that were colonial dependents in their sample were also on the gold standard. In contrast,
our database improves the identifying variation by including dependents of empires that were also on
silver and paper standards.
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Franklin Noll (consultant to: United States Bureau of Engraving and Printing)
The high cost of debt: very-high-denomination Treasury notes and US Treasury debt management,

1955-69

For most of their history after World War II, Treasury notes have been issued with denominations
never rising above a high of $1 million.  Yet, from 1955 to 1969, the Treasury issued Treasury notes
with the added denominations of $100 million and $500 million.  These very-high-denomination
Treasury notes were issued because Treasury notes were the only viable way for the Treasury to
refund the debt resulting from World War II and very-high denominations reduced the costs of
servicing the public debt.

The need to refund a sizeable amount of the debt arose from the cost of the war.  By 1946, the
public debt had risen from a prewar level of $49 billion to $269 billion.  Debt of this magnitude, 130
per cent of the gross domestic product in 1946, could not be paid off quickly and would have to be
refunded or rolled-over into the future.  The period from 1946 to 1952 saw a rather haphazard
management of the public debt’s refunding.  And, while the Treasury’s postwar rates on shorter-term
securities remained fairly in-line with the market, its longer-term interest rates fell ever more out of
step with market demands.  As a result, it became increasingly difficult for the Treasury to sell
anything other than shorter-term securities to investors, shortening the average length to maturity of
the public debt as a whole and the time to the next refinancing.  The disturbances caused by the
Treasury’s frequent and irregular financing operations and competition for short-term debt, created
inflationary pressures that further raised market interest rates and compounded the Treasury’s
financing problems.

To minimize market rates overall, the Treasury had to do its best to lessen its involvement in
the short-term market and enter the market less often and on a more regular basis.  To do this, the
Treasury needed to lengthen the average length to maturity of the public debt.  This action would
also decrease the Treasury’s presence in the short-term debt market and hopefully bring about lower
interest rates, reducing borrowing costs and promoting overall economic growth.  But, unable to sell
large quantities of long-term Treasury bonds, the Treasury, in the early 1950s, was forced to turn to
medium-term securities – Treasury notes – to refund maturing securities.  The result was a rapid
expansion in the issue of notes.  By the end of fiscal year 1955, the percentage increase in dollar
amounts from 1952 was 979 per cent, an increase of over $20 billion.  These increases translated into
increased administrative costs and difficulties.

With the ten-fold increase in the dollar amount of Treasury notes issued between 1952 and
1955, the amount of work handled by the Federal Reserve banks and the Treasury exploded.
Correspondingly, the printing run of Treasury notes at the Bureau of Engraving and Printing
increased from 66,775 notes (or 667,750 coupons in total), in fiscal year 1952 to 686,515 notes (or
6,865,150 coupons in total) in fiscal year 1955.  All these millions of notes and coupons would have
to pass through the Federal Reserve system, which issued payments and physically cancelled each
coupon and note, and the Bureau of the Public Debt, which recorded all the payments made and
destroyed each coupon and note.  But costs were not just rising for the Federal Reserve and the
Treasury; investors (the Treasury’s customers) were also feeling the pinch.

An investor buying millions of dollars in notes or a custodial bank holding billions of dollars
in notes for their customers had a lot of work to do when they wanted to cash in coupons every year.
As interest was paid semi-annually, twice a year a coupon had to be physically separated from the
rest of the document for every individual security and turned in for payment.  If an investor had $500
million in Treasury notes, and hopefully held the sum in $1 million denomination securities, he
would have to detach and turn in 1,000 coupons a year.  Custodial banks handling larger sums and
many smaller denominations had an even worse time.  People had to be employed to cut, count,
track, file, transport, and guard the coupons.  Vault space was needed to store the Treasury notes.
And, between 1952 and 1955, the number of notes and coupons involved was to expand ten fold.
The resulting increase in costs was burdensome, making Treasury securities less attractive.

An easy way to reduce the administrative costs involved would be to add a few zeros onto the
existing denominations, and this is what was done.  In February 1955, added to the existing
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denominations were the $100,000,000 and $500,000,000 denominations.  Raising the denominations
cut down the amount of work involved in large issues of Treasury notes for everyone.  The $500
million investor now had only two coupons to worry about, as did the Bureau of the Public Debt.
And, the Bureau of Engraving and Printing only had to print one $500 million security instead of 500
$1 million securities.

The issue of Treasury notes bearing very-high denominations continued for the next 14 years,
with the last issue occurring in 1969.  After that, the maximum denomination returned to the earlier
high of $1 million.  It was the drive for further cost savings in managing securities by the Federal
Reserve that led to the disappearance of very-high-denomination Treasury notes.  In the early 1960s
the Fed began to investigate the use of electronic bookkeeping.  By January 1970, 40 per cent of all
bearer securities, including all those held by the Federal Open Market Committee, were converted
into book-entry form.  It was at this point that the Treasury stopped offering very-high-denomination
Treasury notes.  Very-high-denomination Treasury notes were no longer necessary or cost-efficient.
Large buyers of government securities, including the Federal Reserve’s Federal Open Market
Committee, were eager to use the cost-saving book-entry option, obviating the need for very-high-
denomination Treasury notes.
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IB   UK Interwar Economy

Chair: Alan E Booth (Exeter)

Christopher Price (York)
New evidence on short time working in Britain, c.1926-38

Short-time working has been, and continues to be, a key area of investigation for those interested in
the operation of the British labour market during the interwar years  (Whiteside and Gillespie, 1991;
Griffin, 1993; Huberman, 1995; Bowden and Higgins, 1998; Hart, 2001).  With the exception of the
Whiteside and Gillespie study, much of the recent literature has focused on the operation of short-
time working at the level of the individual industry.

This paper presents new evidence on the scale and characteristics of temporary stoppages for
the British economy, c.1926-1938. Using data taken from the Ministry of Labour Gazette we are able
to calculate the annual average incidence of temporary stoppages for 25 industrial classifications
involving new and old manufacturing industries, commerce (banking, insurance, finance, transport
and distribution) and utilities (gas, water and electricity).

Despite the fact that there are problems in using those classed as ‘temporarily stopped’ to
provide accurate measures of the stock of unemployed for the economy as a whole, the new dataset
we have compiled does permit accurate and meaningful comparisons to be made between industries
on the use made of temporary stoppages.  For example, variation in the incidence of temporary
stoppages between manufacturing and non-manufacturing industries (services versus industry) and
within manufacturing (‘old’ versus ‘new’ industries).

In addition, the dataset permits the formulation of a number of testable hypotheses concerning
the incidence of temporary stoppages, for example: the operation of the benefit-wage ratio and
volatility of output.  As such, this paper is able to decompose the quantitative effects of a variety of
economic variables on inter-industry variation in temporary stoppages.  This is a major advance
which allows us to examine more rigorously than hitherto, some of the determinants of temporary
stoppages.  In addition, the paper is able to draw useful parallels with studies on short-time which, by
focusing on the post-1945 period, have benefited from more detailed statistical series.  Finally, this
paper both complements and extends work which has been done on an inter-industry basis but with
respect to, for example, wage-employment elasticities.

The paper concludes by placing these findings in their wider historical and economic context.

Huw Dixon & Steve Toms (York)
Did industry fail the City? Debt, company finance, and financial institutions: a case study of the

engineering/vehicle industries

This paper considers how and why industry raised external finance to fund investment in the
interwar years. Using new datasets we examine how industry responded to the potential domestic
market and hence the need to raise external funding, differentiating between debt and equity finance.
To date, the literature has focused on banks as a form of finance and on the staple and depressed
industries.  This paper widens the agenda to look beyond banks as a source of short-term debt to
include the stock market as a source of long-term finance.  It equally considers how and why ‘new’
industries responded to the growth of the domestic market in the use of equity as a source of external
finance.

We adopt a case study approach to demonstrate that recourse to the stock market to raise
external funds was rational in expanding industries (electrical and motor engineering). We show that
the composition of external finance (debt, equity, bank loans, etc), varied through time and was itself
partly determined by assessment of the relative costs of the types of external finance (itself
determined by variation in the base rate/gold standard), and we can use it to question the Thomas
hypothesis that only long established firms received support from the equity markets.
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Sue Bowden & Dave Higgins (York)
Continuity and change? The operation of capital and labour markets: a comparison of the late

nineteenth century and the interwar years

This paper extends the discussion from the preceding papers to assess the extent to which the
interwar years were a transition period separating the ‘long nineteenth century’ from the post-1945
period.  Our analysis is based on key aspects of the operation of the labour market and developments
in corporate finance in Britain between the two World Wars.

For both markets (labour and capital), we find that short-time working and personal capitalism
– prominent features of the nineteenth century British economy – persisted throughout the interwar
period.  This raises the central question: why was there so much inertia in these institutions; why did
they respond so sluggishly to the radically different economic environment between 1919-39?

Our analysis of the labour market indicates that, in many respects, short-time working was
inherited directly from the nineteenth century.  However, one key difference is that instead of being
used on an infrequent and short-term basis to respond to the trade cycle, its use during the interwar
years – at least in many industries – was almost continuous.  This suggests that demand fluctuations
alone cannot provide a complete answer.  Such an observation raises the possibility that the practice
of short-time working became embedded in labour relations during the interwar period.  This, in turn,
requires examination of the operation of short-time in the post-1945 period in which a pronounced
gender division became apparent.  We argue that consideration of this overlap indicates that short-
time working (or labour rationing) may have been used by employers as a defensive response to
macroeconomic uncertainty in the post-1945 period, with clear implications for labour productivity
and investment.

It is well established in the literature that city-industry relations have also been paramount in
analyses of British economic performance.  Analysis of corporate finance during the interwar years
provides important clues on the way in which corporate governance structures established during the
interwar years carried over into the post-1945 period.  Our analysis of the ways in which external
funding was raised (debt versus equity; banks versus non-banking sector) suggests that key
characteristics of corporate governance during the interwar years were carried over into the post-
1945 period.  This, too, also had implications for productivity and competitiveness in the post-1945
period.
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I/C   Making Economic Policy

Chair: Roger Middleton (Bristol)

Pedro Fonseca & Sérgio Monteiro (Rio Grande do Sul)
Economic policy and crisis in Brazil: the second Vargas Administration (1951-54) and the Goulart

Administration (1961-64)

This paper will focus on the economic policy and the crisis of the second Vargas Administration
(1951-54) and the Goulart Administration (1961-64) in Brazil taking an interdisciplinary approach
using economics and political science. These two Administrations are usually considered the most
typical examples of populism in Brazil, a phenomenon that is present in several Latin-American
countries from the 1930s. The meaning, historical motivations and different manifestations of
populism are subjects of intense discussion in the literature, making an agreed conceptualization
difficult, although there are common traits that are widely mentioned by analysts. They almost
always highlight phenomena of a markedly political nature, such as the existence of a charismatic
leadership, the direct relationship between this leadership and the people, dismissing intermediary
instances, the distributivist speech and the symbiosis between demagogic and authoritarian political
practices.

Analysis of the economic policy of the Vargas and Goulart Administrations allows us to
detect certain regularities that may help clarify its behaviour in this field and to better understand the
populism in terms of economics. The economic policies of the two Administrations follow a pattern
that is quite close to the model proposed by Barro (1986)1 which, based on the governmental
dilemma between lowering inflation and speeding up growth, simulates the interaction between the
government and the private sector as a repetitive, non-cooperative game with incomplete information
and finite duration.  As a result of the equilibrium of this game, economic policy is implemented in a
sequence of three phases. The Administrations began with measures to fight inflation which
improved the credibility of the economic policies. As time passes, though, the policies became
random, alternating measures for and against stabilization. Later, as a result of the costs associated
with the policies, they abandoned austerity and, as a consequence, credibility decreased and the
attempts toward stabilization failed.

Although the boundaries of each of the three phases can be a controversial issue, it seems
clear that the first phase of each conjuncture started with the advocacy of the need for a stabilization
policy, not dismissing, however, in rhetoric, the need for a long-term development. In this sense, we
see that both the economic team and the presidency adopted the language of austerity, trying to
convince economic agents that it was a priority. It is not reasonable to state, therefore, that “populist”
governments are unable to incorporate a pro-stability practice or speech, since resorting to orthodoxy
is not only detected in rhetoric but also in the effective handling of economic policy, which happened
in the initial phase.

Considering this, various aspects of how the literature deals with these governments, affecting
the very understanding of what populism would be in terms of economic policy, may be brought into
question. Then, we may imply that: a) there is a logic and a coherence in the economic policies
implemented which cannot therefore be considered irrational or erratic; b) orthodoxy is present both
in the speech and in the actual implementation of the policies, especially in the first phase of each of
the economic policies.  This prevents us seeing the populist phenomenon only as an option for
growth, totally disregarding stability; c) despite being present, this anti-inflation option was not
maintained through either of the periods studied.  This opposes theses that try to associate either the
second Vargas Administration or the Goulart Administration with orthodoxy, with no qualification,
or even without restricting this influence to a certain phase of these governments; d) the transition
between the option for stability and the one for growth was never abrupt.  This does not support

1 Barro, R. (1986a), ‘Reputation in a model of monetary policy with incomplete information’, Journal of Monetary
Economics, vol. 17, p.1.
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theses that mention a “shift” that would have occurred at a point in time that could serve as a
landmark separating the two opposing economic policies; e) the pro-development rhetoric was
present in the three phases of the analysed economic policies, but only in the end of each one was the
option for growth set as a priority, putting stability in the background; and f) finally, the pro-
development speech in these final phases took quite a critical tone, associated with nationalistic
pledges, usually blaming foreign capital and international organizations for the deepening of the
crisis, in a radical tone not seen in the first stages.

In an attempt to summarize such conflicting interpretations in the literature about the
economic policies of these Administrations, we may say that the various authors emphasised peculiar
aspects of each phase and generalized them on the whole, in search of a more comprehensive
approach. Thus, those who considered the Administrations orthodox based their theses mainly on
empirical evidence from the first phase.  Those who emphasised the erratic and irrational character of
the policies certainly found their evidence in the randomization phase, the second one; and those who
emphasised the nationalistic and pro-development character emphasised the third and last phase.
However, we may infer that the denomination “populist economic policy” cannot be reduced to any
one model and that focusing on separate phases limits understanding of a complex phenomenon.
Populism, therefore, can be better understood having in mind this repetitive pattern, observable in the
three stages of each conjuncture.  In the evolution of events, that is, in the movement that can be
modelled in the interaction between government and other agents, we can more accurately detect a
logic in the handling of economic policy that we might call populist, in light of historically
determined concrete experiences.

Jim Tomlinson (Dundee)
Tale of a death exaggerated: how Keynesian policies survived the 1970s

Almost all accounts of the history of postwar Britain assume that the decade of the 1970s was the
great watershed in the economy, and usually in politics and society more generally. Central to the
underpinning of that notion of the watershed is the belief that the 1970s saw the death of ‘Keynesian’
economic policies.  Contemporary historians and political scientists have argued about the precise
dating and the reasons for its demise, as well as its significance, but that Keynesianism ceased to be
significant in British policy-making is agreed unanimously. This paper disputes that assumption,
arguing that while Keynesian policies were indeed challenged and temporarily eclipsed, they later
made a comeback. Their long-run staying power was much greater than the conventional wisdom
would allow. This argument is then deployed to suggest that the underpinnings of Keynesian policies
have commonly been misunderstood, and likewise the constraints on such policies; and, further, that
the 1970s was less of a turning point in the long-run development of the British economy or British
economic policy than commonly believed.  The focus, it should be noted is on policy; questions of
economic doctrine are not addressed in detail. Part of the argument of the paper is that the ‘fit’
between the respective developments of doctrine and policy is always a poor one, and we should not
confuse the trajectory of policy with that of doctrine.

The first part of the paper offers a definition of ‘Keynesian policy’ which is then used to
suggest that, despite significant changes in the economic and political environment, recognizably
Keynesian policies were being deployed at the end of the twentieth century, and therefore did not
‘die’ in the 1970s. The second part suggests how this survival was possible, and what this tells us
about the underpinnings and constraints on Keynesianism. The final part looks at the British
economy in the 1970s in the light of this re-assessment, suggesting that events of that era were the
result of a quite specific conjuncture, and should not be used to support over-generalized accounts of
the nature and determinants of long-run economic policy or performance in Britain.

The key purpose of the paper is to contribute to a rather more ‘distanced’ understanding of
developments in the British economy in the second half of the twentieth century, in the belief that too
much of our current understanding is related to the excitement of short-run controversies, which
from the viewpoint of today appear exaggerated in their long-run significance.
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Anna Spadavecchia (Reading)
Surviving under the shelter of government subsidies or ‘avoiding disaster’? New evidence from

Italian Industrial Districts, 1971-91

One common criticism of government financial subsidies to firms is that they break the nexus
between the firms’ performance and efficiency, thus generating dependence on subsidies and the
permanent capture of government funds. This criticism was often made about the Italian
government’s financial subsidies to SMEs between the 1950s and 1993. It was claimed that the
subsidies granted through the regional policy for Southern Italy enabled entrepreneurs there to
maximize profits by reaping benefits from institutions rather than from the market. This paper tests
this criticism for financial subsidies to SMEs in the South, and in the more prosperous North-East –
where smaller subsidies were available as part of the national industrial policy. It argues that
although Southern entrepreneurs did benefit from institutions, the rationale behind their behaviour
was avoiding the risk of bankruptcy rather than maximizing profits.

This paper uses company reports and balance sheets of two samples of SMEs: 32 in the
Southern industrial district (ID) of Barletta and 22 in San Mauro Pascoli, a classic ID in the North-
East, the so-called ‘Third Italy’. The two samples were constructed following company records
across time, and therefore it was possible to apply, for the first time, the methodology designed by
Bagella and Caggese in 1995. Following this methodology, the trading life of companies that
received subsidies was divided into pre-subsidy, subsidized and post-subsidy stages. Moreover,
subsidized companies were separated from companies that never received subsidies.

The comparison of the investment activity and profitability of these four groups shows that in
the South, non-subsidized companies undertook investment characterized by higher returns and
higher risk than the other three groups, unlike the sample from the North-Eastern ID. The analysis
shows that behind the low-profit and low-risk strategy of Southern subsidized firms and the high-
profit and high-risk strategy of non-subsidized firms lies precisely the same economic rationale –
minimizing the probability of company failure. For companies in the North-eastern ID sample, the
probability of failure is much lower because of the less risky economic environment and their higher
levels of long- and short-term capital. Thus, whether subsidized or not, they can consistently pursue a
profit-maximizing strategy. This conclusion throws additional light on the complex impact of state
subsidies and different levels of risks on firms’ investment behaviour.

Pedro Lains (Lisbon)
The winning hare? Structural change and productivity performance in Ireland and Portugal, 1979-

2003

In the 1990s, the Irish economy experienced exceptional rates of growth and the income gap that for
a long time had separated it from the richest European economies was finally bridged. During the
same decade, the Portuguese economy lagged behind and faced a contraction in the rate of catching-
up. The better performance of Ireland in the context of the European periphery is new in the second
postwar period. In fact, Ireland experienced lower rates of income growth during 1950-1973,
whereas Portugal caught up substantially to the European core. During most of the 1980s the two
economies faced low growth again and experienced hard times in financing the government and the
external deficits.

Economic historians failed to predict the growth surge of the Irish economy in the 1990s, as
the country was compared unfavourably with other peripheral countries, such as Portugal and Spain,
where protectionism, state interventionism and the regulation of labour and capital markets were
abandoned earlier during the European “golden age”.

Irish income per capita growth in the 1990s was a consequence, in roughly equal parts, of the
growth of labour participation rates and of labour productivity. Changes in labour participation rates
derived from Ireland’s high degree of international labour mobility. During the 1990s, the country
received increasing amounts of young and skilled immigrants, reversing a traditional history of
emigration (this partially explains labour productivity growth as the new entrants in the labour
market had above average productivity levels).
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Some studies have shown that labour productivity growth was due to high levels of foreign
capital and high levels of investment in information and communication technology (ICT) intensive
industries. But the performance of ICT industries is only part of the story as their share in total
output remained relatively small and as there were major productivity increases in traditional
industries too, in both the industrial and the service sectors. Moreover, although impressive in
historical terms, the growth of ICT industries in Ireland was only slightly quicker than in other
countries such as Portugal.

In order to measure the impact of different industries on labour productivity growth this paper
presents a shift-share analysis of labour productivity growth in Ireland and Portugal since 1979. We
use in the paper the Groningen Growth and Development Centre database, which provides
information for 56 industries on value added, persons engaged, number of employees, hours worked
and labour compensation for the period from 1979 to 2001. This data is complemented with the
OECD STAN database which has a more limited industrial coverage but extends to 2003.

The high level of disaggregation in the present paper will allow us to compare the contribution
to labour productivity growth of different sets of sectors or industries, namely: government vs.
private sectors; service vs. manufacturing industries; ICT vs. traditional industries; labour intensive
vs. capital intensive industries; and of industries with a large share of foreign capital vs.
predominantly domestically owned industries. It is important to reveal the sources of productivity
growth at such a disaggregate level because it will help determine the prospects for future growth.

References

Barros, P.P. (2002), “Convergence and information technologies: the experience of Greece, Portugal
and Spain”, Applied Economics Letters, 9, pp.675-80.

Barry, F. (2003), “Economic integration and convergence processes in the EU cohesion countries”,
Journal of Common Market Studies, 41 (5), pp.897-921.

Cassidy, M. (2004), “Productivity in Ireland: trends and issues”, CBFSAI Bulletin, Spring, pp.83-
105.

B. Walsh (2002), “Catching up with the leaders: the Irish hare”, Brookings Papers in Economic
Activity, 1, pp.1-77.

Ó Gráda, C. and K. O’Rourke (1996), “Irish economic growth, 1945-1988”, in N. Crafts and G.
Toniolo (eds.), Economic Growth in Europe since 1945, Cambridge, Cambridge University Press,
pp.388-426.

O’Mahony, M. and B. van Ark (eds.) (2003), EU Productivity and Competitiveness: An Industry
Perspective, Luxembourg, Office for Official Publications of the European Communities.



Academic Session I / D

169

I/D Economic Geography: Routes, Regions and Boundaries

Chair: Nicholas Crafts (London School of Economics)

Guillaume Daudin (OFCE)
Do frontiers give or do frontiers take? The case of intercontinental trade in France at the end of the

Ancien Régime

In the eighteenth century, the trading activities of Nantes, Bordeaux, Marseilles and Rouen expanded
much faster than the rest of the French economy. The usual trade analysis tools suggest that their
trade had no effect on the French economy, as the most dynamic activity of these harbours merely
used France as a warehouse between the West Indies and the rest of Europe. This paper examines the
role of this maritime frontier in the domestic capital accumulation. Many authors asserted that the
relations between European nations and the rest of the world played a great role in the “primitive
accumulation” of capital before the Industrial Revolution. Their statements are controversial. Most
economic historians would agree with Patrick O’Brien’s view as it is expressed in his 1982 paper:1

profits from the “periphery” were simply too small to have played a major role in European growth.
This paper first transposes O’Brien’s computation to the case of France at the end of the

Ancien Régime. Three estimations are needed: one of the annual rate of profit; one of the amount of
trade; and one of the amount of capital invested for each unit of trade. My estimation for the annual
rate of profits is 6.25 per cent on a three-year rotation of capital, i.e. a rate of profit of 20 per cent on
the whole rotation of capital.2 For reasons developed elsewhere, I believe Arnould offers us the best
measure of trade:3 he indicates the size of intercontinental French trade to be 610 million livres
tournois (approximately £25 million) in 1787.4 125 ship investment accounts5 allow me to estimate
the ratio between the amount of capital invested and the value of exported cargo to be 225 per cent.
Based on these numbers, annual French profits from international trade can be estimated at 142
million livres tournois.

Computing profits is not enough, however. One needs to compute the extra profits provided
by investment in intercontinental trade compared to investment in the domestic economy. Following
the recommendations of Barbara Solow6 – and under the hypotheses that the remuneration of
domestic capital was 4.5 per cent and that 25 per cent of French income went to capital, 15 per cent
to land and the rest to labour – this paper assesses that the existence of the intercontinental sector
represented an additional income of between 1.5 per cent and 2 per cent for the French economy at
the end of the Ancien Régime. The intercontinental sector effect was small compared to total French
income. Yet, its existence had a redistributive role, mainly in the favour of capital. Through this
redistributive role, it played a role in determining the saving rate and the capital accumulation rate.
Under reasonable hypothesis, extra savings accruing from the existence of intercontinental trade
represented 5-6.3 per cent of total French savings. That increased the growth rate of the economy by
6-7.6 per cent (i.e. 0.036-0.046 percentage points). Even if the intercontinental sector was a dynamic
sector that “pulled” the rest of the economy, its direct role was small.

This paper suggests that another, indirect, role may have been more important. The
intercontinental sector encouraged capital accumulation in the domestic economy rather than
irrigated it. Over-investment was a much more remote possibility in world trade than in one
country’s domestic economy. By offering a way out of decreasing returns to capital, the
intercontinental trade sector encouraged capital accumulation in the whole economy, in the same
way as “heart of growth” sectors in AK-type growth models do. Actually, the usual notion of a high-

1 O’Brien (1982).
2 Daudin (2004).
3 Fourth chapter of Daudin (2005).
4 Arnould (1791) (table 1 and 2).
5 Morineau (1973); Dermigny (1960) (tome 2); Meyer (1969) and Saugera (1995) (pp. 240-242).
6 Solow (1985).
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profit sector “irrigating” the rest of the economy with its profits is difficult to justify: one expects
capital to move to high-profit sectors, not from them. Accordingly, there are indications that the
profits from the intercontinental trade sector were kept there, even if this did not exclude some asset
diversification directed toward geographically close industrial firms in which the utilization of
knowledge and social networks already accumulated in intercontinental trade was possible. In
addition to keeping its capital, the intercontinental sector attracted entrepreneurs – and their
financial, human and social capital stocks – from the interior economy. That – negative – attraction
effect was counterbalanced by the encouragement to capital accumulation. However, it is possible to
show that theoretically the net effect would have been very small if the intercontinental sector had
become an enclave. Ironically, as French entrepreneurs have often been exposed for their lack of
capitalist thriftiness, the fact that they used an important part of their income to consume French
domestic goods prevented that and was as such a good thing.
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Fernando Collantes (Zaragoza)
Farewell to the peasant republic: industrialization and the economic transformation of mountain

regions in Western Europe, 1815-1930

In the early nineteenth century, most rural areas in Western Europe displayed an economy based on
agriculture and a demographic regime in which birth rates clearly exceeded death rates. By the end
of the twentieth century, when Kuznetsian structural change was nearly completed in all of the
countries belonging to the region, agriculture had ceased to be the main sector in the rural economy,
and population ageing was leading to negative rates of natural variation in many areas. This paper
focuses on the long-run transformations of rural economies during industrialization. Eight rural,
mountainous regions from four different countries (Switzerland, France, Italy and Spain) have been
selected.

Section I shows the evolution of historiography about mountain economies during the early
modern period, from Braudel to Pollard’s recent, general revision. The aim here is to capture these
economies’ main features by the start of industrialization. Section II deals with the transformation
path that became available to peasant farms during industrialization. The expansion of urban markets
for agrarian commodities and the decrease in transport costs allowed for a trend towards
specialization, but some patterns in labour organization, gender disparities and settlement forms
remained unchanged. Only the process of rural economic diversification could induce change in
those patterns. Section III shows the chronology of the process and discusses its links with European
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industrialization. The two mechanisms of change were: (a) urban-rural capital flows that promoted
new industrial and service activities in the mountains, and thus increased the role of labour markets
and favoured some urbanization of the countryside (this is the subject of section IV); and (b) rural-
urban labour flows that were mainly composed of farmers and thus exerted a considerable impact on
the occupational structure of mountain economies. Section V deals with this impact and with the
social costs of the long-run rural transformation.

Conclusions lead to two different clusters of implications. The first one, dealing with the
historiography of European industrialization, argues that: (a) the economic pressures exerted by
industrialization on rural mountain economies were quite similar across Western Europe, comprising
backwash and spread effects; and (b) economic backwardness influenced not only the chronology of
rural transformation in a given country but also the particular combination of mechanisms leading to
that transformation and the social costs of such an outcome. More specifically, economic
transformation took place in the Mediterranean mountains later than in the Alps and entailed higher
social costs because farm migration partially substituted for modern economic growth as an engine
of change. During the second half of the twentieth century, the remarkable rural-urban gap in welfare
(partly, a consequence of economic backwardness) led to depopulation in the Mediterranean
mountains, as well as to a disappointing process of non-Kuznetsian structural change. The Alpine
path to economic modernity started however in the nineteenth century, when rural-urban gaps were
not so acute, and did not imply major demographic crises. From this perspective, it is held that
Gerschenkron could have been right when he suggested that the social costs of late industrializations
were usually high.

On the other hand, these different paths to modernity mean different prospects for rural
development today. The second cluster of implications has to do with the set of policies implemented
by the European Economic Community/European Union as a response to the effects of
industrialization on rural economies. It is held that European policies were based on a biased,
ahistorical understanding of these effects. Of course, industrialization led to the marginalization of
mountain regions, but the EU policies excessively assumed that marginalization meant absence of
structural change. As late as in 1975, a time when agriculture was no longer the main element in
mountain economies, the newly-created EEC mountain policy just focused on granting compensatory
payments to farmers. Later emphasis on the promotion of non-agrarian activities was based on
similar assumptions about the effects of industrialization on mountain economies. But, beyond their
remarkable historical differences, both the Alps and the Mediterranean mountains have become
diversified economies. Therefore, a considerable gap persists between the EU rhetoric and practice
on rural development and the economic reality of rural communities in Europe.

Mark Casson (Reading)
The evolution of the British railway network, 1825-1914: the effects of inter-company rivalry on the

geography of the network

Economic historians such as Fogel and Hawke have examined the contribution of railways to
economic growth, whilst business historians such as Gourvish and Channon have assessed the
efficiency of the administrative arrangements used to manage railways. Although there has been
considerable debate on whether investment in railways before 1914 was excessive and wasteful, little
attempt has been made to examine whether the geographical structure of the network was efficient in
terms of the traffic that needed to be carried. Both Turnock and Popplewell have examined the
influence of the physical environment, and also the interplay of rival vested interests, on the
geography of the network, but without the aid of a formal model of the type developed in this paper.

The evidence used in this paper comes from over 2,000 sets of plans and sections deposited by
railway promoters with Clerks of the Peace, and now held in County Record Offices and the House
of Lords Record Office. The plans include schemes that were built in full, partially built, authorized
by Parliament but never built, and never authorized. These plans are used to construct counterfactual
scenarios which can be compared with the railway system as actually built. Various criteria are
developed by which the performance of alternative systems can be evaluated – e.g.
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comprehensiveness of geographical coverage, average journey times between sample locations, and
the radius of locations accessible from major centres within a given time or distance.

The principal findings are that:
 The railway system as built was seriously inefficient compared with the best practical

alternative;
 the principal inefficiencies were the duplication of routes, bad location of hubs, and lack of

flexibility due to too few links where railways cross;
 there were too many dead-end branch lines and too few cross-country routes – in particular,

there was a shortage of orbital routes around London and other major centres;
 many of the lines which were not built would have been more useful, in terms of overall

network performance, than many of the lines which were built;
 there was a clear political opportunity to address the emergent weaknesses of the railway

system just before the Mania of 1845, but the opportunity was wasted because of opposition
from MPs who wished to be seen to be doing everything in their power to promote the
interests of the their own constituencies at the expense of neighbouring ones;

 competition between established companies and new promoters often favoured established
companies, whilst competition between rival promoters often caused the failure of all the
promotions. Thus competition between companies did not, in fact, stimulate the building of
new lines, as only a small proportion of the lines promoted were ever built.

Overall, competition between rival towns undermined the political process of selecting rival
schemes, whilst the competitive tactics of rival companies undermined many worthwhile
independent schemes. With such distorted incentives, it is no surprise that the railway system
evolved an inefficient geographical structure.
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I/E   Under Tyranny

Chair: Avner Offer (Oxford)

Michael Pammer (Johannes Kepler)
Inequality within a minority: Jewish wealth in Vienna, 1938

In 1938, the year in which Nazi-Germany occupied and annexed Austria, the Jewish population
formed the most important minority in Vienna. At that time about 175,000 Viennese were Jewish;
furthermore, national socialist authorities regarded almost 16,000 additional persons as Jewish, due
to the religious affiliation of their parents or grand-parents. These 190,000 persons constituted about
11 per cent of the overall population of Vienna and about 92 per cent of the Jewish population of all
Austria.

Immediately after the occupation, the German authorities issued a decree which forced all
Jewish Austrians who owned assets of more than 5,000 Reichsmarks (RM) to declare their wealth,
except domestics and personal belongings, in detail. In the following years, these declarations were
to serve as a preparation of subsequent expropriation; however, in 1938 this fact was not entirely
clear for wealth owners. The forms used in the process included dozens of categories to be filled. For
instance, wealth owners had to list landed property or securities item by item and to specify them in
detail. In their structure and the information they contain, the declarations resemble probate
inventories, a resemblance which exceeds superficial similarities given the fate of Jewish Austrians
in the following years: one third of them were murdered by National Socialists; for them the
declarations can truly be regarded as a kind of probate inventories established in life-time. Two
thirds of Jewish Austrians managed to leave the country and survived abroad, and only a few
thousand of them survived the Nazi period remaining in Austria.

Among 190,000 Jewish Viennese, 43,600 persons who actually owned at least 5,000 RM
issued their declarations; in addition, 2,700 persons who owned less than 5,000 RM unnecessarily
did the same. For this paper, 5,955 cases with a minimum wealth of 5,000 RM were chosen
randomly and recorded in detail.

The paper addresses the following questions:

1. Can the forced declarations demanded by Nazi authorities be regarded as reliable sources for
wealth held by Jewish owners? On the whole, the declarations are a reliable source for Jewish wealth
in 1938 because major parts of the assets, like landed property or businesses, could not possibly be
concealed and other parts were probably declared correctly under heavy pressure by a brutal regime.
Moreover, examples from an earlier period suggest a considerable propensity of Austrian wealth
holders to declare their property correctly even in cases where evasion would have been easy.
Therefore, even if some wealth-holders succeeded in concealing part of their wealth this had
probably little influence on the overall results.

2. How much wealth did Jewish owners declare? This section offers a straightforward estimate of
wealth; the results are in accordance with earlier estimates, the first of which were given by the Nazi
authorities themselves. Since the declarations are considered to offer reliable information, major
corrections of these estimates are unnecessary.

3. How much wealth did those Jewish owners hold who owned less than 5,000 RM and therefore did
not issue wealth declarations? This section is based on the distribution of wealth among persons who
owned more than 5,000 RM. We assume that wealth was log-normally distributed and complete the
graph of the distribution for the missing 77 per cent. This poorer part of the population owned about
2,000 RM per capita and altogether only 12 per cent of overall Jewish wealth.

4. What degree of inequality can be found within the Jewish population of Vienna in 1938? The
estimation of the Gini coefficient for the whole Jewish population is based on the estimated log-
normal distribution mentioned in section 3 and is estimated directly using the standard deviation.

5. Which factors determined overall wealth in the Jewish population? In this section, gender, age,
marriage status, religious affiliation, education, profession and residential district are used as factors



Academic Session I / E

174

for the overall wealth status. In this section the analysis is confined to wealth owners with more than
5,000 RM.

This research was financed by the Historical Commission of the Republic of Austria and is part of
the Commission’s research programme on expropriation during the Nazi period and restitution after
1945.

Kim Oosterlinck (Free University, Brussels)
Market microstructure and Nazi influence on the Paris stock exchange during World War II

Whereas studies on the Paris stock exchange are quite numerous, its functioning during the Second
World War has so far been overlooked. Based on archives from both the French brokers (Compagnie
des Agents de Change) and from the occupying forces, this paper describes the market
microstructure, the changes in market organization and the manipulations of the stock prices by the
Nazis. Furthermore, the paper shows that, for economic reasons, some measures imposed by the
occupant were kept after the war. Eventually, it suggests that long-term analysis (such as indices)
should be cautious when including war data as most stocks could not be bought or sold, even though
they were quoted at the time.

Olaf Mertelsmann (Tartu)
The importance of private economic activities during late Stalinism

After Stalin’s forced collectivization of agriculture and the industrialization drive in the 1930s, the
private economy seemed to be only of minor importance in the Soviet Union and is rarely discussed.
Only the small garden plots, the kolkhoz and the black market are usually mentioned. This paper
describes different ways used in private economic activities and tries to estimate their importance in
the first half of the 1950s. The research is mainly based on archival sources located in Estonia, but
since agriculture there had already been collectivized in 1949, the situation must have been very
similar in other parts of the Soviet Union. Because corruption was higher and the share of agriculture
larger in the republics of the Caucasus region and in Central Asia, it could be expected that there
private economy played a more important role than in the Baltic republics.

According to Soviet statistics, in 1955 a quarter of the net national income of the Estonian
SSR was generated by private garden plots. Since the estimation was based on fixed state prices,
agricultural production was still underrated compared to the industrial one. Roughly two thirds of the
food products consumed by worker’s families in the first half of the 1950s were produced privately
and, of course, to an even larger extent in the countryside. Nearly every second household was
entitled to own a garden plot of 0.5 hectares; a large number of smaller gardens should also be taken
into account. For example, for many rural teachers the garden was more important than their regular
salary. Distributing the privately produced food needed private traders. In a time when Socialist trade
employed 25,000 or 3.5 per cent of the workforce and between 60 and 80 per cent of expenditure
was used to buy foodstuff, private market trade should have reached a similar size.

Moonlighting, the brewing of liquor, black marketing, customer services and the free
professions were other areas of private economic activities. The artisan’s cooperatives, the artel’s,
very often formed a shield hiding the private contracts of craftsmen. Without the help of so called
pushers (in Russian: tolkachi) the distribution of regular deliveries in the system of the command
economy would have been difficult. One fifth of urban living space was built privately, in the
countryside the majority. This employment statistic also bears evidence of large self-employment. In
a time of full employment, when housewives were a clear exception, 20 per cent of the working age
population did not work in a state enterprise, a state institution, on a kolkhoz or sovkhoz, or was
learning.

Stealing from the state or the kolkhoz was also widespread and might, in addition, be named a
private economic activity. ‘Organizing’ from the state was a socially accepted technique, without
this, private house building, the keeping of livestock and the obtaining of deficit products would
have been nearly impossible. Corruption of state officials was a normal occurrence within the setting
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of a command economy. In the system of the health service, physicians regularly accepted ‘gifts’.
High-ranking officials were involved in bribe taking and dividing the belongings of deported or
arrested persons among themselves was part of the work of the security organs.

Since Soviet economic statistics are not very reliable, a proper and exact estimation appears to
be impossible. A well-founded conservative guess would estimate that more than one fourth of the
national income of the republic was generated privately and more than 40 per cent of household
incomes. Because of the very importance for the sheer survival of the population, the state was
unable to change the situation. Without garden plots, even starvation would have occurred.
According to archival evidence, the interpretation of the economy of late Stalinism being run nearly
entirely by the state might need re-consideration. The Soviet state set the conditions and many rules
of the game, but could not exist without private economic activities, even when they were despised
ideologically. The famous Soviet curse “You shall live only from your regular wage!” bore a real
meaning. Not only the peasant members of the kolkhoz, but even many people employed by the state
generated the majority of their income privately.

Reference

Mertelsmann, O. (2005), Der stalinistische Umbau in Estland: Von der Markt- zur
Kommandowirtschaft, Hamburg, forthcoming.
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I/F   Relational Business

Chair: Patrick Wallis (London School of Economics)

Anne Laurence (Open)
Financial knowledge and the emergence of a private clientele for banks: Hoare’s Bank and some

early women customers

The last decade of the seventeenth century and the early decades of the eighteenth century are
noteworthy in banking history for being the period when goldsmiths were transformed into bankers.
This was also the period when private customers began to use banks and when banks began to
expand their services and their customer base beyond the needs of merchants alone. We can see
private individuals learning to use what Voth and Temin refer to as ‘an emerging technology’.
Gradually, and unevenly, the bank replaced the network of local and family debt and credit which
had previously characterized the financial affairs of wealthier individuals. Landowners who had used
short term, small scale credit relying on personal reputation and character to make payments at a
distance, through a network of local contacts, to relatives and dependents, to tradespeople and for
professional services now began to transfer this business to the bank. And their relatives and
dependents likewise started to use the bank.

The archives of Hoare’s Bank provide evidence for both these developments in the crucial
early decades of the eighteenth century and also demonstrate how personal the bank’s business was.
This was not a business in which bankers needed to be assured of the solvency of their customers, it
was one in which customers needed to be assured of the solvency of their bank. The lustre of rich
and well-connected customers brought the bank valuable business. Hoare’s Bank’s customers were
connected through blood, through marriage, through politics and through religion, they assured one
another of the solidity of the bank. The records show, too, how customers learnt to use the new
facilities available to them and how discriminating they were.

These developments are exemplified in the financial careers of six women customers of the
bank which shed light not only on the kinds of private transaction they conducted but how selectively
they used the bank’s services, combining old and new technologies to manage their financial affairs.
The correspondence and banking records for Mrs Jane Bonnell and the Ladies Betty, Ann, Margaret,
Frances and Catherine Hastings show how they adapted to the new economic circumstances and
facilities available to them.
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Dave Postles (Leicester)
Social ordering or social interaction in early modern England?

[she denied] that ever she made any rhyme but she said a certeyne ryme and for goodwill she told
the same to goodwife Willyams and her daughter and to the goodwife Cadman and her daughter
because she thought it was made to there discreditt, and she hard it as she came to the markett to
Oxford abowte Christmas last of one Robert Nevell who did singe it by the waye, and the ryme is
this viz. yf I had as faire a face as John Williams his daughter Elsabeth hass then wold I were a
taudrie lace as goodman Boltes daughter Marie dosse, and if I had as mutche money in my pursse
as Cadmans daughter Margarett hasse then wold I have a bastard lesse than Butlers mayde Helen
hasse ...1

The fundamental way in which people interact socially is how they address each other (or, when not
in face-to-face situations, refer to each other). In their interaction – circumscribed and influenced by
emotional responses and (the avoidance of) embarrassment – social actors employ a variety of forms
of address: names, nicknames, social titles, which impute familiarity and closeness; distance and
respect; courtesy; or dismissiveness.2 Many of those responses are dispersed through the deposition
in the archdeaconry court of Oxford above. Reported social address can thus furnish an insight into
the praxis of social relationships with an elemental poignancy.

Quotidian social interaction through the ‘speech community’s’ language use in addressing
individuals, when considered in its totality, moreover, can take us further than the relationships
between individuals. The accumulation of this social interaction can reveal something about the
ordering of local society. Two perceptions of early-modern social ordering – through ‘national’ and
local lenses – though not necessarily antithetical, have been suggested, the one established on a
social language of ‘sorts’ and the other of ‘chief inhabitants’, ‘core’ or ‘focal’ families.3 The

1 E. R. Brinkworth, ed., The Archdeacon’s Court. Liber Actorum, 1581 I (Oxfordshire Record Society xxiii, 1942), p.12.
2 The approach here is stimulated by E. Goffman, The Presentation of Self in Everyday Life (New York, 1959); Goffman,

Behaviour in Public Places. Notes on the Social Organization of Gatherings (New York, 1963). My apology for the
influence of these sociological writings is below. My intention here is to examine empirical data about social
interaction within their context. For that reason, I eschew the ‘symbolic interactionism’ of Mead and Blumer, but
appreciate the relating of micro-sociology to macro-sociology presented in S. Stryker, Symbolic Interactionism. A
Social Structural Version (Menlo Park, CA, 1980), that is inter-relating social interaction to social structure. On the
other hand, there is much to be said for an approach which dissolves social structure and starts afresh from social
relations: J. Scott, Social Network Analysis. A Handbook (London, 1991) (sociology) and P. Hage and F. Harary,
Structural Models in Anthropology (Cambridge, 1983). For figurational sociology – predicated on social
interdependence and group dynamic: S. Loyal and S. Quilley, eds, The Sociology of Norbert Elias (Cambridge,
2004). From Goffman, I especially respect his notion of ‘situational propriety’ and the primary influence of the
social process. Those who suspect Goffman of cynicism are referred again to A. Giddens, ‘Erving Goffman as a
systemic social theorist’ in Giddens, Social Theory and Modern Sociology (Stanford, 1987), pp. 109-39, a reference
which I owe to W. I. Miller, Faking It (Cambridge, 2003), pp. 244-5, n. 9. Throughout, I prefer selfpresentation to
the fashionable ‘New Historicist’ notion of self-fashioning, because I adhere to Goffman’s (and Mead’s)
epistemology of the social process contributing to the formation and development of self. Without inferring any
direct parallels or comparisons, my thinking has been much stimulated by S. J. Charlesworth, A Phenomenology of
Working Class Experience (Cambridge, 2000). I also owe a great debt of gratitude to my Leicester colleagues,
Barbara Misztal [Informality. Social Theory and Contemporary Practice (London, 2000)] and Eric Dunning (his
patient conversation). Throughout P.R. denotes Parish Register(s).

3 The context is discussed fully by H. King, ‘Social status, localism and the middling sort of people in England, 1620-
1750’, Past and Present 166 (2000), pp.66-99, so the arguments are not recapitulated here; for the proposition of
‘sorts’ and ‘degrees’ of people, K. Wrightson, English Society 1580-1680 (revised edn, London, 2003), pp.25-46
and Wrightson, ‘“Sorts of people” in Tudor and Stuart England’ in J. Barry and C. Brooks, eds, The Middling Sort
of People. Culture, Society and Politics in England, 1550-1800 (Basingstoke, 1994), pp.28-51. For the language of
‘sorts’, for example, the charge to the constables for enforcing the Book of Orders in 1596 to sustain ‘the poorer
sort’: V. Morgan, J. Key and B. Taylor, eds, The Papers of Nathaniel Bacon of Stiffkey volume IV 1596-1602
(Norfolk Record Society lxiv, 2000), p.10; ‘The names of such recusantes as be either married wives or of the
meaner sorte whose estates wee finde to be meane & uncertayne’ (1586): A. Hassell Smith and G. M. Baker, The
Papers of Nathaniel Bacon of Stiffkey volume III 1586-1595 (Norfolk Record Society liii, 1987-8). p.11; ‘The better
sort of people beinge muche greived & offended that the ruder sorte would not be stayed nor by the magystrates
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language of address and naming informs that consideration of the ordering of society, but perhaps
avoids two principal issues.4 First, although all language use consists of rhetoric, the self-acclamation
of ‘chief inhabitants’ persuasively projected a self-representation of a particular group.5 Secondly,
those social categories hitherto formulated were problematically and resolutely male-centred. Now,
although local society’s use of names and forms of address was no less imbued with rhetorical
overtones, it allows some penetration into the world of quotidian exchange and how female actors
were incorporated into local social ordering – all at an elemental, fundamental social level.

restrayned …’ Norfolk Record Office NCR case 16 shelf c no. 5, fo. 279v. (assembly minute book, Norwich City
Council, 1604); ‘And that the poorer sorte of people and others may not be oppressed by an unequal proporcion...’
(Northampton assembly minutes about measures for the prevention of the dissemination of plague):
Northamptonshire Record Office NBR 3/1, p.599 (1605).

4 The implications of the excellent A. Wood, ‘“Poore men woll speke one daye”: plebeian languages of deference and
defiance in England c.1520-1640’ in T. Harris, ed., The Politics of the Excluded, c.1500-1850 (London, 2001),
pp.67-98, should, however, not be ignored.

5 S. Hindle, ‘The political culture of the middling sort in English rural communities’ in Harris, Politics of the Excluded,
pp.125-52.
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II/A   Productivity and Growth

Chair: Nicholas Dimsdale (Oxford)

Gary S Shea (St Andrews)
South Sea Company subscription shares and warrant values in 1720

The values of the famous Subscription Shares issued by the South Sea Company in 1720 have to be
split into two components before they can be understood. One component was a fractional claim
upon one original share in the firm. The other component, however, was a bundle of share warrants.
The information contained in share warrant values is potentially helpful in understanding the South
Sea Bubble. Warrant values might also be especially sensitive to “events” and “news” and could
provide new ways of marking the turning points in the South Sea Bubble and testing for efficiency of
markets. The level and volatility of subscription share prices are both consistent with the hypothesis
that the subscription shares were essentially share warrants.

Carsten Burhop (Münster)
Industrial production and industrial productivity in the German Empire

In a series of papers and in a major book, Stephen Broadberry investigates the comparative
productivity development of the British, US, and German economy. A central part of his analysis is
the comparison of industrial productivity. Broadberry shows that the comparative industrial
productivity is remarkably stable between the three economies over time and that the major reason
for an “overtaking” of Britain by Germany in the late nineteenth and early twentieth century is
structural change from agriculture towards industry in Germany. Yet, industrial productivity in
Germany was not far ahead of Britain’s in 1913.

A precondition for such an international comparison is reliable industrial production data. In a
recent paper Burhop / Wolff (2005) present new estimates of the German net national product and of
Germany’s industrial production for the years 1851-1913. These findings could have a major
influence on international comparisons since a higher German industrial production and industrial
productivity for 1913 and the decades before are hypothesized.

The current paper further investigates the calculation of production indices for 13 industry
groups (including mining and construction) in Germany during 1871 and World War I. In addition,
labour productivity estimations based on sectoral studies (metal production, metal processing,
chemical industry, textiles, building materials and mining) are included. Furthermore, the
assumptions made by Hoffmann (1965) to extrapolate his 1913 production values backwards to 1870
are discussed and partly improved by using evidence from more recent historical findings and by
employing contemporary data for single industries. Additional information is included into new time
series extrapolations, confirming a higher level of industrial production and industrial productivity in
Germany. Especially, Hoffmann (1965) significantly underestimated production in metal processing,
but also in metal production and chemical industry. On the other hand, Hoffmann’s estimates for
textiles, building materials, and mining are confirmed. Overall, the level of industrial production was
higher in 1913 Germany than suggested by Hoffmann’s data, but less than suggested by Burhop /
Wolff (2005). However, the time-series extrapolation of industrial production backwards to 1871
confirms the index constructed by Burhop / Wolff. Thus, the level of industrial production was
higher than the traditional estimates by Hoffmann (1965) and Wagenführ (1933) suggest.

Furthermore, the cyclical behaviour of the new index of industrial production and of its
components is investigated employing the Hodrick-Prescott-Filter. The results indicate a stable
pattern of business cycle peaks and bottoms throughout the period under investigation. The major
boom during 1871-74 and the following downturn are mainly driven by the construction sector; other
industries do not exhibit extraordinary fluctuations. In addition, a prolonged stagnation between 1873
and 1896 – the so-called “Great depression” – is not confirmed by the new index.

Finally, the VAR based Toda-Yamamoto causality test is employed to detect leading sectors
of Germany’s industrialization process. So far, especially railways and joint-stock credit-banks are
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considered as leading sectors during Germany’s early phase of industrialization. We will test the
leading sector hypothesis for twelve industry groups using non-structural VARs and by employing
impulse-response-analysis.

References

Burhop, C. / Wolff, G.B. (2005), ‘A compromise estimate of the net national product and the
business cycle in Germany, 1851-1913’, forthcoming, Journal of Economic History.

Hoffmann, W.G. (1965), Das Wachstum der deutschen Wirtschaft seit der Mitte des 19.
Jahrhunderts, Berlin.

Wagenführ, R. (1933), Entwicklungstendenzen der deutschen und internationalen
Industrieproduktion 1860-1932, Berlin.

Markus Baltzer (Tuebingen) and Gerhard Kling (Utrecht)
Predictability of future economic growth and the credibility of different monetary regimes in

Germany, 1870-2003

During recessions, market participants try to avoid engaging in long-term contracts like long-term
bonds. Hence, these bonds exhibit high-risk premia: current prices are low and hence expected yields
are high. In that sense, bond yields increase in the presence of an economic slowdown; consequently,
they react countercyclical. In contrast, short-term rates show a procylical behaviour in that they
decline during recessions. As Ang, Piazessi, and Wei (2004) pointed out, this procyclical pattern
might be driven by the central bank that lowers short-term rates to stimulate economic growth. Yet
one could also refer to the fact that market participants favour short-term engagements during
insecure economic times. This shift in demand towards short-term securities reduces short-term
interest rates. Accordingly, recessions are characterized by an upward-sloping yield curve and hence
by a positive spread, which is defined as the difference between long and short-term interest rates.
Due to the fact that economic activities follow a cyclical behaviour, a high spread indicates a future
recovery of the economy.  Based on this consideration, a couple of empirical studies related spread to
future economic growth. Yet these studies covered relatively short periods; hence, considerable
regime shifts were usually not included. Our paper, contrarily, focuses on major regime changes
from 1870 to 2003 that occurred in Germany. We try to evaluate the impact of these regime shifts on
the predictability of future economic growth rates. Furthermore, the predictability of future growth is
linked to the credibility of the respective monetary regime. This is motivated by the paper by Bordo
and Haubrich (2004) that analysed the predictability of future growth over the period 1875 to 1997
for the US economy. Tackling the data problems inherent when working on German economic
history, we try to conduct a similar study for Germany. Obviously, changes of monetary regimes
over time in Germany make our study promising, as one can uncover whether the degree of
credibility of monetary policies could affect the predictability of future growth. Bordo and Haubrich
(2004) argued that regimes with lower reliability and, hence, high persistence of inflation exhibited
better predictability compared to other regimes. In addition, Peel and Ioannidis (2003) emphasised
that the coefficient becomes smaller and hence the impact of the yield curve becomes less intense if
policy makers focus more on preventing inflation. They referred to an output forecasting regression
with the yield curve as explanatory variable. Accordingly, there seems to be a linkage between
credibility of monetary regimes and the predictive of spreads regarding future economic growth.

The period of the Classical Gold Standard exhibited the weakest possibility to build up precise
expectations regarding future economic growth. An exception is the role of the several inversions of
the yield curve, which almost always indicated a considerable cooling of economic activities. The
interwar period showed the highest model fit with a R-squared of about 0.62. By observing former
spreads and the past development of economic growth, sophisticated predictions were possible.
When we interpret our finding in the sense of Bordo and Haubrich (2004), one can state that the
interwar period was highly insecure regarding the credibility of the monetary policy. During the
Bretton Woods period and afterwards, the predictability declined remarkably. Yet if one combines
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both periods and forms a post-World-War II period, a sufficient level of predictability can be
confirmed. Nevertheless, the R-squared just reaches 0.28 by far less than during the interwar period.

Looking closer on the single sub-periods, our rolling regressions detect – by following the
argument of Bordo and Haubrich (2004) – that building up market participants’ credibility in the
Classical Gold Standard period took more time than commonly expected. Only from the 1890s
onward, can we observe a reduction of the impact of spreads on future economic growth and hence
an increase in the credibility of the regime. That means that the turbulent 1870s in Germany with the
introduction of the Gold Standard, the new uniform currency and the changing inflationary and
deflationary tendencies cast a longer shadow over investors’ faith in the stability of the new system
than commonly expected.

A second striking change in investors’ credibility of the respective systems can be observed
during the second half of the Bretton Woods era. Our proxy for monetary system credibility
impressively shows the decreasing tendency around 1960. Thus, at a point of time when the system
was officially not yet put into question the market already seemed to anticipate the problems and,
thus, the collapse of the system.

Going along with estimates for the US the Classical Gold Standard period in Germany reveals
no linkage between spreads and monetary policy. This might be an additional explanation for the
limited predictability during the pre-1914 period. The recalculated GDP time series by Burhop and
Wolff (2005) shows an even lower predictive power than the classical Hoffmann (1965) series,
which fits better into the picture of credibility.

References

Ang, A., Piazzesi, M. and M. Wei (2004), What does the yield curve tell us about GDP growth?
NBER working paper 10672.

Burhop, C. and G. Wolff (2005), ‘A compromise estimate of the net national product and the
business cycle in Germany, 1851-1913’ Journal of Economic History, forthcoming.

Bordo, M.D. and J.G. Haubrich (2004), The yield curve, recessions, and the credibility of the
monetary regime: Long-run evidence, 1875-1997. Working Paper 04/02, Federal Reserve Bank of
Cleveland.

Hoffmann, W.G. (1965), Das Wachstum der deutschen Wirtschaft seit der Mitte des 19.
Jahrhunderts, Berlin: Springer.

Peel, D.A. and C. Ioannidis (2003), ‘Empirical evidence on the relationship between the term
structure of interest rates and future real output changes when there are changes in policy regime’,
Economic Letters 78, pp.147-152.

Harald Edquist and Magnus Henrekson (Stockholm School of Economics)
Technological breakthroughs and productivity growth

1. Introduction

What impact does a major technological breakthrough have on the economy, notably on the level and
rate of growth of productivity? How long does it take before the new technology has spread
throughout the economy, fundamentally altering modes and patterns of production and consumption?
The purpose of this paper is to explore these questions. In particular, we will explore whether each
breakthrough is unique in its effects or whether one can detect a general pattern. We will compare
the effects of three technological breakthroughs, namely the steam engine, electrification and the
ICT-revolution.
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2. Comparing technological breakthroughs

According to many observers (e.g. Castells 1996, 1997 and Litan and Rivlin 2001) we have just
experienced a technological revolution based on a breakthrough in information and communication
technology (ICT). This has already impacted profoundly on the way we lead our lives and produce
goods and services. Moreover, significantly higher rates of productivity growth were observed in the
latter half of the 1990s compared to the 1970s and 1980s, particularly in the United States. This
tendency was discernible in several other countries too, but at closer inspection it appears that it may
only be true for the sectors producing the new technology.

Before the contemporaneous breakthrough there have been other important technological
revolutions in human history. Focusing on major breakthroughs and the period since the eve of the
Industrial Revolution in the UK, the number of equally important innovations is exceptionally small.
Arguably, there are only three innovations that can rival ICT in importance: the steam engine, the
internal combustion engine and electrification.

Bresnahan and Trajtenberg (1995) have developed the concept General Purpose Technology
(GPT), which is very useful in this context. They argue that whole eras of technical progress are
driven by a few GPTs, characterized by pervasiveness, inherent potential for technical improvements
and innovational complementarities giving rise to increasing returns to scale.

The GPT concept and the questions in the introduction are very broad, and more specifically we
address the following questions:

 Have these technological breakthroughs been important for productivity growth?
 What similarities and differences are there between the three technological breakthroughs?
 What similarities can be found in the pattern of productivity growth after the breakthroughs

and do they differ across countries?
 Is productivity growth different in sectors producing the new technology compared to sectors

using it?

We believe that the questions above must be analysed with a combination of different perspectives,
including the micro, macro and meso levels. By combining these three perspectives and analysing
three major technological breakthroughs, it will be possible to gain new knowledge on the impact of
different technological breakthroughs on productivity growth.

3. Method
3.1 Sources

For the first two technological breakthroughs, the steam engine and electrification, we use secondary
sources for analysing productivity growth. We primarily focus on Sweden, the UK and the US. This
is due to data limitations.

For the ICT revolution we use primary data taken from the OECD Structural Analysis
industrial database (STAN) (OECD 2003) to analyse sectoral productivity in manufacturing for six
countries. The six countries are: Finland, France, Germany, Sweden, the United Kingdom and the
United States.

3.2 Data quality and measurement issues

We will present estimates both of labour productivity growth and total factor productivity (TFP)
growth. As long as numerous independent sources are used and the data are viewed critically, we
deem that the quality and accuracy of productivity data for earlier technological breakthroughs is
sufficiently high to warrant conclusions about productivity development and the diffusion of the
GPT in the economy. We have used as many sources as possible covering each technological
breakthrough.
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4. Results

We find that it takes a long from the time of the original invention until a substantial increase in the
rate of productivity growth can be observed. For the steam engine this was about 140 years (85 if the
Watt engine is treated as the original innovation), while it was 40-50 years for electrification and the
ICT revolution. We also find evidence of rapid price decreases for steam engines, electricity, electric
motors and ICT products. This indicates rapid productivity growth in the industries producing the
new technology. However, we cannot find persuasive direct evidence that the steam engine
producing industry and electrical machinery had particularly high productivity growth rates. For the
ICT revolution the highest productivity growth rates are found in the ICT-producing industry. We
suggest that one explanation could be that hedonic price indexes are not used for the steam engine
and the electric motor. Still, it is likely that the rate of technological development has been much
more rapid during the ICT revolution compared to any of the previous breakthroughs.

Our empirical investigation supports the view that it takes time for new GPTs to affect
productivity. However, the three GPTs investigated in this paper have been followed by very
different patterns of productivity growth. We argue that this can partly be explained by the way
productivity is measured. If quality adjustments had been made also for industries producing steam
engines and electric motors, this would have resulted in higher productivity growth rates for these
industries. Moreover, our results have also shown that generalizations about the diffusion of new
technology cannot be drawn too far.
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II/B   Business Governance

Chair: Mark Casson (Reading)

Christopher Kingston (Amherst College)
Marine insurance in Britain and America, 1720-1824

This paper explores the nature of institutional change in the marine insurance industry during the
eighteenth and early nineteenth centuries.  Marine insurance played a vital role in facilitating the
expansion of the shipping industry during this period, but the industry evolved in different ways in
different countries.  By the mid nineteenth century, the British marine insurance market was
dominated by Lloyd’s of London, a marketplace where private individuals risked their personal
fortunes by insuring vessels and cargoes with unlimited liability.  In contrast, in most other countries,
including the United States, private underwriting had virtually disappeared, and marine insurance
was predominantly carried out by joint-stock corporations which insured vessels on the surety of
their capital stock.  To account for the success of private underwriting in Britain and its demise in the
United States, we will focus on the information and agency problems which were inherent to the
technology of overseas trade at the time, how different kinds of institutions arose to address these
problems, and how exogenous and endogenous changes in the political, legal and economic
environment affected the evolution of these institutions over time.

Broadly, the argument is as follows.  In eighteenth century Britain, the Bubble Act of 1720
temporarily prevented the development of marine insurance corporations, thereby enabling Lloyd’s
coffee house to develop as a centre where private underwriting could flourish.  Lloyd’s became a hub
for information about ships and their crews, trade routes and political developments, and the many
other factors which would affect the riskiness of a voyage, and also for reputational information
about trading partners, which helped partially overcome the numerous agency problems inherent to
marine insurance at the time.  Over time, Lloyd’s role gradually evolved in the shadow of the Bubble
Act as a variety of informal and later formal organizations, laws, specialized roles, and mechanisms
for sharing information developed and were adapted to a market dominated by private underwriting.

In particular, the extended period of heightened risk in international commerce resulting from
the Napoleonic wars (1793-1815) led to boom years in marine insurance, and a period of accelerated
institutional development at Lloyd’s.  By the time the Bubble Act was repealed in 1824, enabling the
numerous joint-stock corporations to enter the market, Lloyd’s had gained an institutional
sophistication which enabled it to survive the competition, and it remains an important centre for
marine insurance today.

In contrast, the American marine insurance market was freed from the Bubble Act’s
restrictions before the start of the Napoleonic wars, and private underwriting was rapidly
extinguished as marine insurance corporations developed during the wars.

Thus, we argue that the timing of exogenous changes including American independence and
the Napoleonic wars, together with the endogenous development of Lloyd’s and its legal
environment, gave rise to a path-dependent evolution of marine insurance institutions and a
bifurcation of institutional structure between Britain and the rest of the world.

Mark Freeman, Robin Pearson & James Taylor (Hull)
Transparency and accountability in the governance of British stock companies, 1740-1845

The current debates surrounding the governance of large enterprises have their echoes in the
eighteenth and early nineteenth centuries, when both the incorporated and unincorporated joint-stock
company became an increasingly widespread feature of the British economic landscape.  One of the
key elements of corporate governance is the extent of information available to shareholders:
transparency of governance and access to information can become critical issues in the relations
between company proprietors and directors.  Historians have pointed to the importance of the
development of permanent auditing arrangements, and to the increasing tendency in the second half
of the nineteenth century for companies to withhold from their shareholders the right to inspect the
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company accounts.  Most of the existing literature, however, relates to the period after the legislation
of 1844-5 and 1855-6.  This paper is concerned with the period prior to 1844, long before
arrangements for permanent audit had become common in British joint-stock companies, and before
they received legislative sanction and encouragement in the consolidating legislation of 1845.

Our paper is based on the constitutions of a sample of 90 companies established in the period
1739-1844 – 30 canal and dock companies, 30 railways and 30 banks – which is part of a larger,
ongoing project on the governance of joint-stock companies in Britain in the period. The canals,
docks and railways in the sample were all incorporated, the banks all unincorporated.  Their
constitutions made various provisions for the auditing of accounts, and they granted shareholders
differing degrees of access to company books.  Through detailed typologies of audit provisions,
procedures for presentation of balance sheets, and shareholders’ rights to inspect documents, we
compare the three sectors, and consider differences between companies of different sizes, and
changes over time.  We show that, whereas in many incorporated companies the books of account
were, in theory, open for inspection by shareholders ‘at all seasonable times’, in the banking sector a
culture of secrecy operated to the extent that shareholders were often not even permitted to inspect
the company deed of settlement.  This calls into question Pratt and Storrar’s recent generalization
that ‘[u]ntil at least the middle of the nineteenth century, shareholders were considered to have an
inherent right to inspect their companies’ books of account’.1 In the banking sector, it was standard
procedure to provide for an ad hoc internal audit by a shareholders’ committee of inspection if
required. By the 1840s railway companies were beginning to provide for permanent audit, and were
moving away from the universal right of access that had characterized earlier incorporated
companies. This reflects the tendency, identified by Timothy L. Alborn, for joint-stock companies to
become less ‘democratic’ in this period.2

Paolo di Martino (Birmingham) & R Gomez (London School of Economics)
Debt discharge and entrepreneurship in England, c.1880-1939

The relationship between legal structure, entrepreneurship, and economic performance is being
subject to increasing investigation in both economic theory and economic history. This paper
contributes to this debate, focusing on the impact of debt discharge on personal entrepreneurship in
England between 1880-1939.

An institution called “discharge option” characterized common law bankruptcy regimes.
Literally, the concept of discharge indicated that part of the debt was cancelled once bankruptcy
procedure was accepted. In practice, this meant that not only were “discharged” entrepreneurs
allowed to restart business, an option simply denied in other legal systems, but also that the earnings
from any future activity could not be claimed for the settlement of past debts. Furthermore, debtors
were allowed to keep a variable share of assets to facilitate restarting their business.

It is evident that this set of norms represented a strong support to entrepreneurship, both ex-
ante and ex-post bankruptcy. On the other hand, debt discharge, if too easily allowed, reduced the ex-
ante constraining role of debt contracts, thus easing speculation, fraud, and entrepreneurial
misbehaviour. Clearly, in order to support productive business, an issue emerged of selecting bona
fide and competent entrepreneurs from fraudulent ones.

Historians have usually argued that, in England, courts in charge of analysing and approving
demands for discharge applied very efficient screening and monitoring devices. This thesis, however,
is based only on the analysis of the formal characteristics of procedures and on patchy qualitative
evidence.

Using information from the London Gazette and quantitative techniques, this paper examines
the conditions under which debtors were actually discharged and tests the above hypothesis.

1 Ken C. Pratt and A. Colin Storrar, ‘UK Shareholders’ Lost Access to Management Information’, Accounting and
Business Research 27 (1997), p.205.

2 Timothy L. Alborn, Conceiving Companies: Joint-Stock Politics in Victorian England (1998).
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The first section of the paper reviews the historical literature on discharge and shows the
peculiar advantages scholars attribute to English bankruptcy procedures. In the following section we
analyse the legal conditions debtors had to fulfil to be discharged under successive laws (1883, 1890,
1914). Discharge was either denied, or allowed, or allowed under certain conditions, or suspended
for various terms of years, according to criteria, which changed with the evolution of the law. In the
core section of the paper, data and information regarding approximately 3,200 cases are provided.
Data refer to benchmark periods (1888-89; 1912-13; 1932-33) and provide information about:
names, geographic origins and activities of debtors; name of the court in charge of the decision
(London High Court or local courts); whether the discharge was allowed, denied, or suspended;
reasons provided by judges to explain their decisions. Using econometric tools and qualitative
evidence, this paper assesses the thesis of the efficiency of English screening procedures.

Our conclusions challenge the standard picture. The courts’ decisions were rather consistent in
London, but much less so in county courts, where about half of total cases were analysed. Therefore
debtors with similar conducts risked very different treatment according to the place in which their
case was processed. On the other hand, entrepreneurs did not receive any favourable treatment vis-à-
vis ordinary debtors, proving that the aim of promoting entrepreneurship and economic activity via
debt discharge was not consistently implemented.  In general English procedures contained screening
devices, but they were less fair and consistent than hitherto believed. Considerable room for playing
the system existed and entrepreneurial selection via debt discharge was far from perfect.

Roger Lloyd-Jones et al (Sheffield Hallam) & Josephine Maltby (Sheffield)
Corporate governance and personal capitalism: case studies in British manufacturing in the first

half of the twentieth century

The paper examines the evolution of corporate governance and personal capitalism in three highly
reputable manufacturing companies. Corporate governance is taken to mean ‘the institutions that
influence how business corporations allocate resources and returns’. In effect it ‘shapes who makes
investment decisions ... , what type of decisions they make, and how returns from investment are
distributed’. (O’Sullivan, 2001, p1)

Work on the historical evolution of corporate governance in the UK is still at an early stage
and while there is a growing literature on the subject it is generally the case that such discussions are
not informed by detailed empirical evidence. ( For recent literature see Keasey et al, 1997; Hopt et al
1998; Quail, 2000; Cheffins, 2001; Toms & Wright, 2002; Toms & Wilson, 2003).  Economic and
business historians are well placed to contribute to the debate, and it is argued in the paper that in the
specific British context the evolution of corporate governance is closely related to the institutional
arrangements of personal capitalism.

The approach invites discussion of the Chandlerian argument that the alleged persistence of
personal capitalism shaped the governance of British firms well into the twentieth century and
damaged their performance. But despite coming into common usage the notion of personal
capitalism lacks specificity and is in danger of becoming a convenient yet ill-defined category into
which a wide range of empirical material can be dumped.

The paper addresses this problem and offers a more rigorous treatment of personal capitalism,
including a clearer identification of its basic properties. For example, while it is acknowledged that
personal capitalism can take a variety of forms, and is not simply reducible to family capitalism;
particular focus is placed on the personal dimension of the notion. Emphasis is given to the networks
of power and influence within firms and the fostering of distinctive, not to say idiosyncratic company
cultures. This clearly relates to O’ Sullivan’s definition of corporate governance.

The empirical base of the paper is supported by case studies of British manufacturing firms
enjoying national reputations. The three firms selected were, in the first half of the twentieth century,
at the leading edge of technological development, were in or had diversified into new manufacturing
sectors, and had established national and international business networks. The case studies comprise:
Alfred Herbert, (Coventry, Britain’s largest machine-tool firm combining manufacture and
factoring); Hadfield’s, (Sheffield, specialist steel, armaments, heavy engineering, motor vehicles);
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BSA, (Birmingham, armaments, bicycles, motor cycles, motor vehicles, machine-tools). The three
firms were characterized by forms of personal capitalism but displayed differences in the pattern of
evolution of their governance systems. These differences were related to variations in response to
change both at the firm level and in the general business environment, the role of exit, voice and
loyalty, and to cultural factors shaping organizational forms and regional business networks.

The case studies

The empirical evidence supporting the case studies is based on the extensive use of business records
relating to the three companies.

Birmingham Small Arms
This case study is concerned with the examination of the complex interaction and operation of the
personal capitalist form of governance within the holding company format. This organizational
structure had become widespread in Britain in the interwar years. Holding companies may be seen as
a means of sustaining personal capitalist forms of governance within an enlarged and more diverse
organizational framework.

Over the interwar years BSA evolved into a large, complex and diverse general engineering
holding company. Post 1919, it comprised in addition to its cycle, motorcycle, gun, and machine tool
businesses, the Daimler Company, the Lanchester Motor Company, and two specialist steel firms,
Saville’s and Jessops, both based in Sheffield. The company’s governance was dominated by a small
group of directors, but in the 1920s and 1930s the board underwent a sustained shareholder critique.
During a period of financial turbulence in the 1930s the company had three chairmen in 1932 alone,
and changes in the company’s top governance structure were forced through by a combination of
shareholder unrest and the intervention of the Midland Bank. The connections with the Midland were
partly shaped by the role of Dudley Docker, a former deputy chairman of BSA, who had remained
linked to the company’s top directors via a set of local and national business networks.

Hadfield’s: Organizational capabilities in a personal capitalist firm
This case study examines the effect of personal capitalism on governance practice in the specialist
steel firm of Hadfield’s. The company’s form of governance and personal capitalism differs from
BSA. For example, Sir Robert Hadfield was chairman from 1888 until his death in 1941, he
effectively retired from day to day control in 1921 but was supported by a small group of loyal and
long-serving directors. The company had a ‘paternalistic’ relationship with its shareholders and there
is little evidence of the volatility shown by BSA. In many ways an archetypal personal capitalist
firm, it remained fiercely independent and avoided growth through merger. Post World War 1
attempts at diversification (the acquisition of Bean cars and the American subsidiary Hadfield-
Penfield) revealed weaknesses in organizational capabilities. While there was an increasing
recognition of the need to change organizational structures, the board retained conservative attitudes
towards implementation, and personal forms of governance continued to dominate.

Alfred Herbert: Personal capitalism at Britain’s largest machine tool firm
This case study examines the emergence of Alfred Herbert as Britain’s largest machine-tool firm and
its established reputation as a supplier of a wide range of engineering services. Similar to Hadfield’s,
Herbert’s governance system was dominated by the powerful personal control of the original
founder, Sir Alfred Herbert. He too was supported by a loyal group of long-serving directors. While
Herbert’s combined both making and merchanting of machine tools, they were more focused on their
core business than Hadfield’s and did not experience the degree of organizational overreach of the
latter firm. The increasing strain on top management did not manifest itself until the 1950s when Sir
Alfred’s death in 1957 (still chairman at the age of 90) triggered a set of changes in the company’s
governance and raised important questions concerning Herbert’s performance and business strategy.
The case study provides evidence of both similarities and contrasts to that of Hadfield’s and BSA.
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II/C   Early Modern Cotton

Chair: Patrick K O’Brien (London School of Economics)

Suraiya Faroqhi (Ludwig Maximilians)
Ottoman textiles: a success story that did not end so well

During the sixteenth century the Ottoman Empire had a considerable number of textile producing
centres. The economic vigour and the variety of production make us wonder why textile
manufacturing did not initiate an industrial revolution in this part of the globe. The work done on the
‘economic mind’ of the pre-nineteenth century Ottoman elite, as well as a variety of studies on tax-
farming, have identified some of the reasons why textile producers, in spite of significant successes,
proved unable to break through a certain ‘glass ceiling’.

The Ottoman elite believed that supplying the market, and keeping prices low as a
consequence of this, was a high priority. This was the only way to ensure military success and render
public construction financially feasible. Mercantilist policies were never fully embraced, although
there was concern about the outflow of bullion. Thus export was not promoted by the state: if in the
sixteenth and seventeenth centuries the Ottoman sultans were interested in the fate of those subjects
who traded in foreign territories, this was probably more for political than economic reasons.

Secondly, the prevalence of tax-farming and life-time tax-farms had dire consequences from
an economic point of view. Tax-farmers forced craftspeople to produce in places convenient for tax
collection, but these places were not necessarily conducive to the productive processes involved. In
addition, tax-farmers’ activities tended to exacerbate the lack of capital in all productive branches
including textiles. This had been a weakness of the Ottoman economy since the sixteenth century. A
further factor affecting the destiny of textiles were the large workshops that during the eighteenth
century were frequently promoted by pious foundations anxious to increase their revenues. The close
proximity of the artisans working there, and frequently the common investment in costly items,
tended to reinforce mutual control and make it more difficult for enterprising artisans to branch out
into activities not foreseen or approved by their neighbours.

Recent work on Ottoman textile production has tended to give priority to factors from within,
rather than those originating outside the sultans’ realm. Future scholarship will need to integrate
these studies with the work carried out on the textile industry in Europe in the early modern period.

Prasannan Parthasarathi (Boston College)
Cotton textile exports from the Indian subcontinent, 1680-1780

India’s central position in the global textile trade of the eighteenth century is increasingly
appreciated. Southeast Asia, the Middle East, and West Africa, and even the Americans were major
markets for Indian stuff and the trade in Indian cottons was an important link between the
commercial worlds of the Atlantic and Indian Oceans.

Despite the importance of this trade, there is little research on the volume of cotton textile
exports from the subcontinent. Nevertheless, recent revisionist accounts of Indian economic history,
especially found in the work of Tirthankar Roy, have argued that exports represented an insignificant
fraction of production. Roy, for instance, believes exports may have been only 1 per cent of total
cotton cloth manufactures.

The purpose of this paper is to assemble some new estimates of cloth production and exports
for the subcontinent. In doing this it will build upon and extend the author’s estimates for South
India, which was one of the major cotton textile exporting regions of the subcontinent.

Giorgio Riello (London School of Economics)
Empire, ecology and economy: cotton in eighteenth century Europe

In the early eighteenth century cotton accounted for a very small proportion of Europe’s textile
production. Linens and woollens dominated the manufacturing sectors of most Western countries
and, in the case of Britain, they constituted at least three quarters of the island’s exports. A century
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later the picture had dramatically changed. Cotton was the most important textile in the West,
characterized not only by enormous output, but also by a new industrial structure of production.

This paper seeks to analyse the well-known story of the rise of the cotton industry in Europe
through a closer analysis of the ‘ecologic’ potential and impact of such a fibre. Cotton was the only
textile fibre not to be produced within Europe. Why, how and how much did Europe rely on such an
‘exotic’ raw material to further its process of economic transformation? This question implies a
clearer understanding of how cotton changed the ‘textile mix’ of pre-industrial Europe. The paper
argues that cotton fitted within a neo-mercantilist view of European overseas economic interests.
Using Crosby’s notion of ‘ecological imperialism’, the paper shows the real and perceived
limitations of a textile economy heavily reliant on endogenous fibres such as flax and wool.

The unique growth rates of cotton textile production in Europe was not only the result of a
dramatic change in the use of fibres. Manufacturing and commercial interests were important in
securing new markets for cotton textiles. In the early eighteenth century the European woollen
manufacturers successfully protected their markets and products through restrictive legislation on the
import of Asian cotton textiles. Economic historians have considered the rise of the Lancashire
fustian industry as the by-product of such legislation and as an attempt to substitute a previously
imported commodity. This paper argues that the cotton industry grew instead out of a general re-
definition of textile production in the second half of the century. Rather than emphasising
endogenous factors such as import substitution strategies and the role of technological innovation,
this paper examines how one part of the globe (Europe) came to acquire substantial advantages in the
production of cotton textiles by underlining the nature of the raw material and the importance of
overseas markets.
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II/D   Occupational Change

Convenors: Leigh Shaw-Taylor & Tony Wrigley (Cambridge)
Chair: Leigh Shaw-Taylor

Tony Wrigley (Cambridge)
English county populations in the later eighteenth century

Whereas new estimates of national population totals and growth have been published in recent
decades, county population totals and growth rates in the later eighteenth century continue to depend
principally on the work carried out by John Rickman in the early decades of the nineteenth century
when he directed census operations.  In conducting the first four censuses and again in a separate
investigation carried out in 1836 Rickman directed Anglican parish incumbents to make counts of
the totals of baptisms, burials, and marriages recorded in their registers covering both the recent past
and, in the case of the 1801 and 1836 inquiries, certain years throughout the whole parish register
period.1

Rickman himself attempted to derive estimates of national and county population totals from
the parish register returns.  His principal method was, in essence, to assume that the baptism, burial,
and marriage rates prevailing in the early nineteenth century had held good in the past, to derive the
implied population totals for earlier dates separately for each of the three series, and to average the
results to obtain a best estimate.  His estimates, either taken without alteration or with some
correction, have been the predominant source of county estimates ever since they were first
published.  With only slight modification, for example, they were employed by Deane and Cole in
their pioneering reconstruction of British economic growth using national income accounting
methods.2

There are a number of obvious difficulties in accepting Rickman’s estimates, as he himself
knew well.  They have often been recounted.  One of them stems from the fact that registration
coverage varied over time which must cause distortion in estimates using Rickman’s method. There
is, however, one exception to this rule, and this offers the opportunity to produce new estimates of
county population totals in the second half of the eighteenth century.

The coming into force of Hardwicke’s Marriage Act in 1754 led to a radical improvement in
the recording of marriages.  Under the terms of the Act it was not possible to contract a valid
marriage without conforming to its provisions.  The only groups excepted from its provisions were
Quakers, Jews, and members of the royal family. It was believed at the time and has been accepted
by historians subsequently that marriage registration thereafter was both reliable and complete.  A
further advantage of making use of marriage totals is that the incumbents were required to supply
annual totals for each year from 1754 onwards, whereas baptism and burial totals were returned
annually only from 1780.  Unfortunately, accurate coverage of marriages in parish registers after
1754 was not translated into accurate summary totals in the 1801 returns because many parishes
were missed completely in the original exercise and corrections must be made to the published totals
to allow for this – but such corrections are feasible and therefore marriage totals with only small
margins of possible error can be generated for each hundred and county in the country.

It can be shown that county marriage rates usually changed very little during the first three
decades of the nineteenth century (the chief exceptions to this rule are associated with large
concentrations of soldiers or seamen during the Napoleonic wars).  If it is safe to assume that the
same held true during the half century before 1801, it is straightforward to produce estimates of
county populations totals in the later eighteenth century.  Estimated county totals for 1761, 1771,
1781, and 1791 (and, of course, for subsequent census dates) will be presented and compared with
those published by Rickman or derived from his work.  If the new totals are judged preferable, they

1 Rickman’s parish register returns are described and their reliability assessed in E.A. Wrigley and R.S. Schofield, The
population history of England 1541-1871: a reconstruction (London, 1981), app. 7.

2 P. Deane and W.A. Cole, British economic growth 1688-1959 (Cambridge, 1962), tab. 24, p. 103 and related text.
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imply significant amendments to the estimates which have been most widely used in the past.  For
example, although it has always been accepted that Lancashire’s population was rising faster than
that of any other county, the new estimates suggest that its speed of growth has been substantially
underestimated.

Amanda Jones (York)
An industrializing region: the West Riding of Yorkshire, c.1740-1891

The West Riding of Yorkshire was one of the key industrializing areas of Britain during the
industrial revolution.  By the late eighteenth century it had eclipsed all other areas in the production
of wool cloth and by 1841 it had the highest proportion of male employment in manufacturing of any
British county.  The West Riding’s industrial base also encompassed major coal producing areas and
the metal trades of the Sheffield area.  But surprisingly we lack a synoptic account of the region’s
economic development during the industrial revolution.

The wool and worsted industries have been well served by Heaton’s book, first published in
1920 covering early developments and stopping ‘at the factory gates’ in the late eighteenth century
and by Hudson’s work on the period from 1750-1850.  Nevertheless this paper will add considerably
to our understanding of the geography and development of the industry between 1740 and 1891.
Relatively little has been written about the coal field in this period and Hey’s work on the Sheffield
metal trades ends in the mid eighteenth century.  Unlike Lancashire, which has recently been the
subject of two monographs, the overall economic development of the West Riding as an industrial
region has never been the subject of a major study.  This paper will provide a quantitative framework
for the West Riding’s economic development from c.1740 through to 1891 based on a major new
dataset documenting the evolution of the county’s male occupational structure.

The data is derived from around half of all West Riding parish registers between 1740 and
1820 and the censuses of 1831-1891 for the whole area.  It will provide the first major overview of
the evolution of the county’s economic structure during the industrial revolution period.

A major limitation of the core datasets is that they cover adult males only.  However, as is
well known, women and children were particularly important in textile manufacture.  But
comprehensive occupational data for women and children is hard to come by.  Nevertheless the
paper will attempt to estimate the importance of female and child labour by integrating estimates of
the importance of female and child labour relative to male labour, drawn from other studies, with our
own data on male employment.  We will also make extensive use of the under-utilized census
material from 1841 to 1891 which may be a better guide to female employment than has sometimes
been thought.

A brief comparison of the West Riding’s worsted sector with the Northamptonshire worsted
industry which collapsed abruptly around the turn of the eighteenth and nineteenth centuries will also
be made and this may shed light on the reasons for de-industrialization in other long-established
textile areas.

Peter Kitson (Cambridge)
The occupational structure of Northumberland, 1762-1891

The development of the north-eastern coal field from the sixteenth century onwards occupies a
central place in England’s transition to a mineral-based energy economy, which in turn was a
fundamental component of the Industrial Revolution. The coal field, which straddled the historic
counties of Durham and Northumberland, was the dominant region of coal production throughout the
early modern period and remained the most important coal producing area during the Industrial
Revolution itself. However, despite Hatcher’s survey of the economic history of the coal field before
1700, as Evans noted, ‘the economic history of the region has not been as fully explored as might be
expected’.

This paper is based upon data derived from the militia list of 1762 which covered most of the
modern county, data abstracted from Anglican baptism registers for the whole of Northumberland
between 1813 and 1820, and published material from the censuses from 1831 to 1891. These datasets
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permit the study of changes to the male occupational structure of the county from 1762 through to
1891.

Northumberland was extremely economically diverse. The 1762 data and the 1813-20 data
can be mapped at the level of the parish, and can also be linked to the data published for the 12
registration districts in the county in 1851. It will be possible to chart the development and
geography of the coal industry, as well as other important economic activities such as iron-working,
shipbuilding and weaving.

Away from the coal field, the county was intensely agricultural. By the mid-nineteenth
century the farming sector in Northumberland was regarded as amongst the most progressive within
England. This may have been related to the highly capitalistic structure of agriculture within the
county, which possessed the largest farms in England: in 1851, the average farm size was
approximately 250 acres. Farm size statistics are not available for earlier dates but the paper will
trace the intensification of capitalist agriculture directly through the ratio of those with farming
occupations to those belonging to the farm workforce.

Leigh Shaw-Taylor (Cambridge)
The occupational structure of London c.1670-1891

London, as Schwartz, has pointed out, was the largest manufacturing town in the country.  But, with
the exception of Schwartz’s study, London has been rather neglected in the historiography of
industrialization, though there are studies of London’s occupational structure for the seventeenth
centuries by Alexander, Beier, and by Clark for the turn of the seventeenth and eighteenth centuries.

We have created a snapshot of London’s male occupational structure in 1817 by abstracting
the occupations of fathers from the baptism records of every parish in London (using the definition
of the Metropolis used in the 1851 census).  Because this snapshot has the same geographical
coverage as the census definition, the dataset created is directly comparable with the male
occupational data published for London from 1841 onwards.  One part of the paper will analyse the
development of London’s male occupational structure from 1817 through to1891.  From 1841 to
1891 it will be possible to consider female employment as well.

The published 1851 census also contains disaggregated occupational data by registration
district.  As far as we know this has never been analysed.  We hope to be able to match this data with
our parish level data to look at change between 1817 and 1851 in a spatially disaggregated form,
though there are some methodological problems to be overcome.

The third part of the paper will look backwards from 1817.  Schwartz tentatively compared his
analysis of the 1851 census with Beier’s findings for London 1641-1700 and with Alexander’s data
for the City in 1692.  He tentatively concluded that, apart from a major decline in the leather industry
and a rise in service occupations (mostly before 1730) there was only limited change over the
eighteenth and early nineteenth centuries.  Schwartz was very hesitant about his findings because of
a number of methodological problems.  One key methodological problem, which we can overcome,
is that because Beier and Alexander’s data derived from parts of London rather than the whole area
covered by the 1851 census Schwartz was not able to compare exactly the same areas over time.
This paper will compare Beier’s data for the period 1641 to 1700 with the same set of parishes in
1817.  Using the PST occupational coding scheme developed recently by E.A. Wrigley may also
bring out changes not apparent in Schwartz’s comparison.  If appropriate we may also carry out a
spatially disaggregated analysis of change over the same period.
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II/E Health and Welfare

Chair: Pat Hudson (Cardiff)

Nigel Goose (Hertfordshire)
Poverty, poor relief and philanthropy in early modern Colchester: the unacceptable face of

mercantilism?

The parameters of poverty and poor relief in early modern England have been very clearly described
by Paul Slack.1 From a low starting point, ‘background’ or ‘shallow’ poverty increased steadily from
the early sixteenth century through to c.1650, stabilizing during the second half of the seventeenth
century.  ‘Deep’ poverty rose to c.1620, declining thereafter. The siamese twin forces of population
growth and inflation underpinned these trends, overlaid upon which were a host of short-term
factors, including harvest failure, epidemic disease and economic instability, all of which impacted
with particular severity upon early modern towns. While the few surviving local returns of those in
receipt of regular relief generally give a figure of the order of 5 per cent of the urban population,
perhaps some 20 per cent were vulnerable to the economic dislocation that could accompany a slump
in international trade, dearth or plague, creating a far larger class of dependent poor in such years.2

While the basic parameters of early modern urban poverty as currently understood are
unlikely to be seriously challenged, it remains true that urban economies and urban social structures
differed from each other by the late seventeenth century, and that textile centres such as Colchester
exhibited a particularly large class of ‘labouring poor’, usually self-sustaining but potentially
dependent upon relief in years of economic dislocation. It is also true that, while similar responses to
poverty can be found across the urban sector, those responses were not necessarily the same, and the
resources at the disposal of different towns might vary considerably. In Colchester, if the textile
industry in a sense generated its own poor through the dependence of the putting-out system upon a
cheap pool of labour, it also generated the funds to relieve those poor, through a range of formal and
semi-formal mechanisms, some of which followed the dictates of national legislation and the Books
of Rates, others of which drew upon the particular resources available to the Corporation generated
by its thriving new drapery industry. The impressive range of strategies adopted by the Corporation
will be outlined.

A further issue is the contribution made by private philanthropy. The current orthodoxy is
that, nationally, philanthropy remained the senior partner until the mid-seventeenth century, after
which an expanding tax base and increasing per capita poor relief payments swung the balance
decisively towards formal relief.3 If neighbourly charity and casual relief was in decline it had by no
means disappeared and beggars – badged or not – still littered the streets of London and other cities.
Casual charity of this kind cannot, of course, be measured, but more formal philanthropy authorized
by will or endowment can, and Hadwin’s reworking of the data collected by Jordan for ten English
counties appears to indicate a considerable growth in accumulated relief across the sixteenth and first
half of the seventeenth centuries, by more than a factor of two in per capita terms, even allowing for
inflation.4 But few scholars have attempted to develop his work through a focus on charitable giving
at the local level.5 Intriguing snapshots have been provided for individual towns at particular dates,

1 P. Slack, Poverty and Policy in Tudor and Stuart England (London, 1988); P. Slack, The English Poor Law 1531-1782
(Basingstoke, 1990). See also A.L. Beier, ‘Poverty and Progress in Early Modern England’, in A.L. Beier, D.
Cannadine and J.M. Rosenheim (eds), The First Modern Society (Cambridge, 1989).

2 Slack, Poverty and Policy, 73-5; Beier, ‘Poverty and Progress’, pp.209-10, pp.221-6.
3 Slack, Poverty and Policy, pp.170-82.
4 W.K. Jordan, Philanthropy in England, 1480-1640 (London, 1959); Jordan, The Charities of London, 1480-1660

(London, 1961); Jordan, The Charities of Rural England, 1480-1660 (London, 1961); W.G. Bittle and R.T. Lane,
‘Inflation and Philanthropy in England: a Reassessment of W.K. Jordan’s Data’, Economic History Review, xxix
(1976), 203-10; J.F. Hadwin, ‘Deflating Philanthropy’, Economic History Review, xxxi (1978), pp.105-17.

5 For some attempts to follow Jordan’s lead and to test his hypotheses at the local level: J.A.F. Thomson, ‘Piety and
Charity in Late Medieval London’, Journal of Ecclesiastical History, xii (1965); A.D. Dyer, The City of Worcester
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and appear to suggest that formal relief played a larger role than has often been assumed, but there
are very few studies that attempt to emulate the chronological range of Jordan’s analysis, and none at
all for any major provincial community.6 Furthermore, in terms of charity the later seventeenth
century remains ‘the dark ages of philanthropic propensity’, at both national and local levels. This
paper will address this issue, and assess the contribution of charitable giving to poor relief through an
analysis of bequests made in 2,621 Colchester wills proved in archdeaconry, consistory and
preorogative courts between 1500 and 1699, allied to evidence of inter vivos charitable endowments.

Whereas in his article entitled ‘The other face of mercantilism’ published in 1959 (TRHS, 5th

series, Vol. 9), Charles Wilson sought to rescue the mercantilists from accusations of ‘greed and
stupidity’ and ‘ruthless materialism’, this paper will show that the charitable impulse declined
substantially in late seventeenth century Colchester, while the wealth available from both expanding
textile production and burgeoning overseas trade increased apace. For the majority of Colchester
testators, the problem of the poor became largely the remit of Corporate sponsored relief, not the
province of private philanthropy.

Leonard Schwarz (Birmingham) & Jeremy Boulton (Newcastle)
Life-cycle vulnerability: pauper life histories in eighteenth and nineteenth century Westminster

Historians’ knowledge of life-cycle poverty in England before the later nineteenth century is at a
fairly rudimentary stage. Nevertheless, we are increasingly aware of the importance of the poor relief
system to welfare, to migration patterns, certainly to countless individuals and perhaps also to family
structures in general.

This paper reports some of the early results of a three-year ESRC-funded project on pauper
life histories in eighteenth and nineteenth century Westminster, begun in January 2004. The study
uses the extensive poor law records of the parish of St Martin-in-the-Fields (population c.42,000 in
1725) to construct life histories of as large a proportion as possible of the thousands of men, women
and children who came into contact with the parish authorities between the 1720s and 1860s. In
some cases such contact was a brief, once-in-a-lifetime phenomenon, but many individuals had
lengthy and varied pauper ‘careers’ in and around St Martin’s. We use relational database methods to
draw together pieces of information about such individuals from a variety of sources: overseers’ and
churchwardens’ accounts and minutes, workhouse registers and accounts and, crucially, settlement
examination reports.  These narratives provide a wealth of information about past and present
employment experiences and family circumstances of the paupers who claimed support from St
Martin’s; they stand alongside the sources usually used for demographic reconstitutions and are
complementary to them. When complete we expect to have the largest collection of life histories in
existence for England before the twentieth century.

This paper focuses on the parish workhouse and its inmates. Constructed in 1725, it quickly
became the main locus of relief, with over 700 admissions in that year and over 1,000 per annum by
the 1740s. As expected, the very young and very old were most likely to be admitted into the house,
but whole families and young bastard-bearing women also darkened its doors on a fairly frequent
basis. Using the results of preliminary record linkage and life history construction, the paper
illustrates a variety of pauper career paths, examined by age and sex, that led both into and out of the
workhouse; this is linked with the age of the inmates, which can in turn be compared with the age

in the Sixteenth Century (London, 1973), pp.241-2; A.L. Beier, ‘The Social Problems of an Elizabethan Country
Town: Warwick, 1580-90’, in P. Clark (ed.), Country Towns in Pre-industrial England (Leicester, 1981), pp.46-85;
C.S. Evans, ‘ “An Echo of the Multitude”: the Intersection of  Governmental and Private Poverty Initiatives in Early
Modern Exeter’, Albion, xxxii (2000), pp.408-28.

6 W.T. MacCaffrey, Exeter 1540-1640: the Growth of an English County Town (2nd edn, Cambridge, Mass., 1975, 1st

publ. 1958), pp.107-8; P. Slack, ‘Poverty and Politics in Salisbury 1597-1666’, in P. Clark and P. Slack (eds), Crisis
and Order in English Towns 1500-1700 (London, 1972), 179; Beier, ‘Social Problems’, 47, pp.69-73; A. Rosen,
‘Winchester in Transition, 1580-1700’ in Clark (ed.), Country Towns, pp.159-60.
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structure of the population. By these means it is possible to calculate the proportion of population of
various ages at risk of entering the workhouse.

In addition the paper shall explore the seasonality of workhouse entry and exit, comparing this
with what is known about seasonal employment and mortality in Westminster.  When examined by
age and sex for the second quarter of the eighteenth century the peak months of entry saw double or
more than double the number of entrants than the trough months. This is compared with later
periods, when seasonal fluctuations appear to have become less marked.  The seasonality of hardship
(as measured by workhouse entry) was not necessarily the same as the seasonality of employment in
Westminster; an attempt will be made to relate the two.

In sum, the extraordinarily rich material that survives for the metropolitan parishes enables us
to shed detailed light on the lives of the poor during the age of industrialization.

Grietjie Verhoef (Rand Afrikaans)
From Friendly Society to Compulsory Medical Aid Association: the history of medical aid provision

in South Africa in the public sector, 1905-70

The provision of medical benefits developed as a function of mutual benefit associations operating
on an informal basis amongst people of restricted financial means. In South Africa the frequent
operation of ‘friendly societies’ led to legislation to regulate their actions in the Cape Colony. By the
end of the Anglo Boer War, the British occupation of the former Boer republics led to the
establishment of British administration in the areas and soon other social structures associated with
it. One of them was the Civil Servants’ Medical Benefit Association (CSMBA), which was the first
such formal medical benefit society in the Transvaal. This society moulded its operation on the
example of earlier friendly societies and extended its membership amongst civil servants until it
could lobby government to introduce a compulsory medical benefit association for civil servants.
The CSMBA (with an changed name – Public Servants Medical Aid Association – PSMAA) became
the first compulsory medical aid society in South Africa.

This paper explores the incentives towards the establishment of such a medical benefit
association, its operations and organization in comparison to similar associations in other British
colonies and later the British Commonwealth.  How was provision made for medical needs as part of
social security provision in colonial societies of the early twentieth century? South Africa was
leading other members of the Commonwealth with respect to the payment of pension in the 1940s,
but how did it compare with other Commonwealth nations with respect to the provision of medical
security?



Academic Session II / F

197

II/F   Crises in the Countryside

Chair: Margaret Yates (Reading)

Neil Rushton (Cambridge)
Comparing tithe and manorial demesne grain output before and after the Black Death in southern

England

Estimates of agrarian output from the directly farmed manorial demesnes of landlord estates in
medieval England dominate discussions of total agrarian output in the period c.1250-1450.  This
paper considers two manorial settings in southern England where it is possible to measure output
from the demesne farms as well as the tithe received on two rectory manors making it in principle
possible to compare landlord estates with the larger area of land farmed by the predominantly
peasant population.  The paper focuses on certain of the problems encountered when using
information in the accounts of rectory manors which record the quantities of grain taken in tithe or
the sums of money secured from the leasing of tithes in such settings. The manors concerned fell
within the estates of the Bishop of Winchester between c.1300 and c.1400.  One particular issue in
the paper concerns the estimation of physical output from sums of money received when tithes were
leased. In addition the paper will compare the trends in total output from land cropped within
demesne and non-demesne before and after the Black Death and the varying crop mixes in the two
sectors. The paper presents some striking trends in non-demesne grain output both before and after
the Black Death.

Ben Dodds (Durham)
The Black Death in perspective: grain production in the Northeast, 1250-1348

The Durham monks were precocious economic historians. In 1436 they examined past trends in their
own tithe income which, unsurprisingly, fell dramatically over the course of the fourteenth century.
More surprising, however, is that the monks found that the worst phase of decline came before the
Black Death. This paper will examine Durham Priory’s pre-Black Death tithe receipts as evidence of
change in aggregate production levels in northeast England. On the one hand, this was an area of
unusually late population expansion and breaking of new land for cultivation. On the other hand,
even before the severe depopulation wrought by the Black Death and subsequent epidemics, priory
parishes were severely affected by conflict between England and Scotland and harsh weather
conditions. It is this combination of factors which produced the spectacular expansion and decline in
production in the area during the century before the Black Death. The impact of this economic
change varied for different groups in society. Durham Priory had scarcely launched its major
integrated system of manorial demesne farming when it had to be partially dismantled. It appears,
however, that it was possible for some peasants and merchants to take advantage of the changing
economic conditions.

Richard Hoyle (Reading)
Famine as agricultural catastrophe: the crisis of 1622-3 on the Walmsley estates in Lancashire

A generation ago Peter Laslett asked whether people really starved in early modern famines. Andrew
Appleby showed that in northern England in 1586-7, 1596-8 and 1622-3, high levels of mortality
coincided with years of high prices and casual mentions of the dislocation caused by famine. The
case seemed to have been convincingly made. Other historians, notably John Walter, have outlined
the social response to famine, its ‘moral economy’, drawing on the work of Sen in particular for a
theoretical underpinning. Famine, we now understand, could occur in years when the food supply
was not seriously inadequate. Starvation was caused by the failure of the market to make food
available, or rather by people’s inability to enter the market, and the logic of ‘entitlements’ between
occupations and within households. Even in Ireland in 1846, it may be argued, there was no shortage
of foodstuffs. So it is possible for Professor Fogel to hold ‘that famines were not natural calamities
caused by bad weather; they were “man made – the consequences of failures in the system of food
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distribution’”. As Slack (from whom this quotation is taken) goes onto to say, ‘Dearth in early
modern England is like the Cheshire cat: appearing, and then vanishing, just when one thinks one has
the measure of it’.

Agricultural historians have not contributed much to these debates. This paper offers new data
from an estate in Lancashire at Dunkenhalgh, twenty miles east of Preston, which experienced the
crisis of 1622-3. The data is not complete and its interpretation is not clear cut: but any local data is a
bonus. The evidence includes price data as well as rough and ready information from one home farm
on the area sown and volume of grain produced per acre over the previous decade. Price volatility
over this period will be explored. The evidence is that the harvest of 1621 was deficient and that of
1622 seriously so. The collapse of agriculture in 1623 was serious and there are indications that it
took several years for the demesnes to return to their pre-1621 levels of productivity. In 1623 it is
possible to show malt being conveyed long distances overland into Lancashire which indicates that
there was none available for purchase locally. Short term palliatives included letting some demesne
land for agistment and other land was sharecropped. Moreover, the record of pastoral agriculture
shows that there was a major restocking of the estates in the years after 1623 from which it can be
inferred that the crisis of 1622-3 was one of both the arable and pastoral economies.

In this locality, the famine of 1622-3 was not simply the result of the operation of the logic of
entitlements: there was a major agricultural catastrophe from which it took several years to recover.
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III/A   Trade

Chair: Regina Grafe (Oxford)

Sheryllynne Haggerty (Liverpool)
‘You sacrificed me’: an inter-disciplinary approach to Liverpool’s business culture in the eighteenth

century Atlantic

Using ‘networks’ as an analytical tool in economic and business history is very popular at present.
However, there is very rarely a real attempt to use the social-science theory from which the term is
derived. Other terms being used with equally little care are ‘trust’, ‘risk’, ‘obligation’ and
‘reputation’. This is not to say that borrowing from the ‘neo-institutional economics’ is not useful,
but that paying it more than merely lip service could be even more so. Preliminary research has
shown that these concepts have relevance for the analysis of eighteenth-century trade. The word
concept rather than term is used, because contemporaries thought about ‘networks’ but were more
likely to call them ‘associations’ or ‘friends’. They were equally concerned about their reputation,
but called it their ‘credit’. It is argued that these concepts are useful for historical analysis, but more
attention paid to the theory from which they come would produce a more nuanced analysis and
facilitate a more particularized language. Furthermore, they will help to demonstrate how, in a period
of minimum regulation, the ‘Atlantic system’ worked so efficiently.

This paper will be based on interdisciplinary research funded by an ESRC grant. Using
Liverpool’s eighteenth-century Atlantic trade as a case study, it will investigate the concepts of
networks, trust, risk, obligation and reputation with two main objectives: to assess how far or often
these concepts were considered by contemporaries (even if other terms were used); and how far
social-science theory can enlighten these concepts when applied directly to the primary sources. For
example, the theory of ‘relational cohesion’ demonstrates how actors in a network often stay in a
trading relationship due to past successes, even when more profitable opportunities were presented.1

Repeated business transactions could lead to the relationship having an affective bond in itself.
The notion of ‘impersonal trust’ could help us understand why eighteenth-century merchants

took the risk of doing business at extremely long distances with contacts that they only knew by
name and/or reputation.2 Certainly merchants dealt with many people at long distances whom they
had never met. Ideas on ‘technological’ versus ‘natural’ risk may enlighten whether merchants
thought differently about risk regarding shipping, as opposed to with whom they dealt.3 For example,
a slave ship owner wrote to his Captain to guard against bad decision making for “Misfortunes may
to be sure happen that human prudence cannot forsee or guard against, but many there are that might
be prevented by prudence and a proper attention”.4 ‘Mutual obligation’ may explain why some
merchants extended their networks further and further; whilst others chose to keep potential future
calls for help to a minimum.5 Finally, but by no means least, reputation, or ‘credit’ was the lynchpin
of a successful merchant. For example, having trusted in an Irish trader, McDowell, and the system
of bills of exchange in general, Liverpool merchant Thomas Leyland was horrified to find that a bill
drawn by him had been dishonoured. He wrote to McDowell that “surely you dont consider the
consequences of such a matter and how much it injures my credit”.6

1 Edward J. Lawler & Jeongkoo Yoon, ‘Commitment in Exchange Relations: Test of a Theory of Relational Cohesion’,
American Sociological Review, 61, 1 (1996), pp.89-108.

2 Susan P. Shapiro, ‘The Social Control of Impersonal Trust’, American Journal of Sociology, 93, 3 (1987), pp.623-658.
3 Lee Clarke & James F. Short Jr., ‘Social Organization and Risk: Some Current Controversies’, Annual Review of

Sociology, 19 (1993), pp.375-399.
4 Clemens & Co. to Capt Speers, 3 Jun 1767, Tuohy Papers, Liverpool Record Office (hereafter LivRO).
5 D.E. Muir & E.A. Weinstein, ‘The Social Debt: An Investigation of Lower-Class and Middle-Class Norms of Social

Obligation’, American Sociological Review, 27, 4 (1962), pp.532-539.
6 Mark Granovetter, ‘Economic Action and Social Structure: The Problem of Embeddedness’, American Journal of

Sociology, 91, 3 (1985), pp.481-510; Leyland to McDowell, 29 May 1786, Thomas Leyland Letterbook, LivRO.
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This paper will investigate these themes in order to study the nature of business culture in the
eighteenth-century Atlantic. It will argue that there was a common business culture held together by
a mentalité understood by all traders. Following a brief overview of some of the concepts being
investigated by this project, this paper will take a closer look at networks and trust. Social-exchange
theory and notions of trust are often ‘modelled’ in the social-science literature, and comparing these
to the reality of eighteenth-century sources highlights both the problems and potential of using such
theories in historical context.7 In particular they allow a nuanced analysis of how business culture
functioned on a day-to-day basis. For example, trust was central to the commercial code of conduct
at the personal, institutional and general level.8 Breaking this code of conduct was considered
extremely bad practice and those who suffered by such actions felt very personally insulted. Thomas
Leyland found out that two supposedly unconnected trading associates in Ireland had colluded
against him. He wrote to one of them that “I have since discovered you were a Partner with him in all
these transactions, and to remove your distresses, at the time, you sacrificed me”.9 It will be argued
that this inter-disciplinary approach will help us to understand better the mind and business attitudes
of the eighteenth-century merchant, and their success in binding the Atlantic economy together.

Anthony Webster (Edge Hill College)
British business networks and colonial economic policy in India, 1830-48

This paper will explore the role of connected British business interest groups in the shaping of
British economic policy in India during one of the most turbulent periods of British colonial history.
The period saw revolutions in British commercial and economic policy towards India, and in the
organization of British commerce with the sub-continent. Following a massive commercial crisis in
Calcutta between 1830 and 1833, which saw the demise of the British agency houses in that city, the
East India Company lost its monopoly of trade to China under the Charter Act of 1833. After this, its
position as a centre of political power and influence in London diminished rapidly and considerably.
In the wake of these crises, British business groups in London and the provinces vied to shape
colonial policy in ways which suited their respective interests, Provincial industrialists prioritized
access to India for exports, and London interests sought to maximize profits from their role in the
Indian trade, and preserve their position of political influence in the face of the deteriorating status of
the East India Company (their traditional avenue of political influence) and the rise of provincial
interests. This picture is further complicated by the changing relations between commercial interests
in Britain and those in India itself, which had been thrown into turmoil by the crisis of 1830-33. The
period saw various attempts to refashion the institutional framework for commercial relations
between Britain and India, particularly through several abortive attempts to create a London based
central bank for India. At the same time, financial reforms in India tried, unsuccessfully, to stabilize
the fragile Anglo-Indian commercial economy. The failure of these efforts was dramatically
demonstrated by the great financial crisis of 1847-48, which decimated East India commercial firms
in India and London, and paved the way for a new order in Anglo-Indian commercial affairs.

The paper will explore the role of networks in London, Glasgow, Liverpool, Manchester and
elsewhere in determining the course of these events, and in shaping government policy, from the
decision to terminate the East India China monopoly in 1833, through the refusal to countenance the
various schemes for a new Indian central bank during the period, to the government’s response to the
crash of 1847-8. The shifting pattern of alliances between business interests will be explored,
together with new initiatives to reorganize and coordinate cooperation between businessmen through
new structures and organizations – particularly as in the case of the London East India and China
Association.

7 Shane R, Thye, Michael J. Lovaglia & Barry Markovsky, ‘Responses to Social Exchange and Social Exclusion in
Networks’, Social Forces, 75, 3 (1997), pp.1031-1047.

8 Oliver E. Williamson, ‘Calculativeness, Trust, and Economic Organization’, Journal of Law and Economics, 36, 2
(1993), pp.453-486.

9 Leyland to Tallon, 24 Jun 1786, Thomas Leyland Letterbook.
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The paper draws extensively on business records in Glasgow, London and Liverpool – particularly
the records of the Glasgow East India Association (held in the Mitchell Library, Glasgow). One of
the aims of the paper is to throw new light upon the debate about the relative political influence
enjoyed by various business groups in Britain, particularly those in London and the industrial
provinces. In this respect, the aim is to throw new light on the debate about the power of
“gentlemanly capitalism”, the interpretation of British imperialism offered by Cain and Hopkins.

Anna Carreras Marín (Pompeu Fabra)
Geographical effects on the accuracy of textile trade data: an international approach for 1913

Foreign trade statistics are the main data source in the study of international trade. However their
accuracy has been under suspicion since Morgernstern published his famous work in 1963. More
recently Federico and Tena (1991) have resumed the question arguing that official international trade
data is not so bad and they can even be useful in an adequate level of aggregation, for each country
as a whole. But the geographical assignment problem remains unsolved, it being crucial to achieve
any geographical study of international trade.

This paper focuses on the spatial variable through the international textile data reliability
analysis for 1913. It compares bilateral trade data for all kinds of manufactured textile merchandise
as one unique product to avoid problems due to different classification criteria.  It aims to test if
discrepancies between trade partners’ data can be attributed to spatial patterns. In this particular
economic sector, for the year 1913, such discrepancies between trade partners’ sources seems not to
be attributable to a geographical pattern based on distances. Mapping textile trade distribution for
each country twice, using its own statistics and the data of its partners’ trade data, reveals that a
geographical analysis based on official sources, not considering magnitudes but distribution, is
allowed.

This result revisits Morgernstern for the emergent field of the new geographic models in
international trade approach but it is limited by the nature of the textile sector at that time. In this
sense geographical interferences are quite insignificant due to the extremely high weight of Britain in
the international textile markets for 1913. It has to be taken into account that British trade
represented 39 per cent of world trade in manufactured textiles. Britain’s trade data reliability have
been out of question by the literature, but information coming from its trade partners seems to be
quite reliable too, as long as the British share of foreign markets is so concentrated. Although these
results cannot be generalized to other economic sectors, textiles by themselves are important enough
to justify further research in this field.



Academic Session III / B

202

III/B   Retailing Revolutions

Chair: Katrina Honeyman (Leeds)

Andrew Hann (Leicester)
Retail change and the urban renaissance: recasting the shopping hierarchy

It is now generally accepted that fixed-shop retailing was widespread in England by the late
seventeenth century, and that shops increased in number, variety and distribution over the course of
the long eighteenth century. There is, however, less of a consensus about the causes of this
transformation (or revolution) in the retail system. Many explanations focus on the growth of
demand for shop-sold goods such as groceries, cloth and haberdashery. This leads to an emphasis on
population growth, urbanization and rising levels of wealth amongst consumers. More recent
accounts have, however, also recognized the importance of changes in consumption and shopping
practices. The spread of shops is seen as a response not just to the growing number of consumers and
their increasing spending power, but also to changes in the way they chose to spend their money. In
this paper I argue that these changes to consumer behaviour can be linked to the transformation of
the urban environment, and in particular to the improvement of town infrastructure and the
expansion of commercial leisure provision. This urban renaissance not only provided an improved
setting for retail activities, it must also have had a profound impact on the ways shopping was
practised and experienced.

The paper is organized into three parts. The first provides a systematic survey of shop
provision in the west Midlands between 1700 and 1830 using probate inventories and trade directory
data. Attention is focused both on the distribution of shops and any changes to this pattern over time.

Part two uses census and window tax data to explore the link between levels of retail
provision and various factors influencing demand such as town size, hinterland extent and the wealth
of the inhabitants.

Finally in part three these retail patterns will be compared with the distribution of leisure
facilities and urban improvement in order to ascertain whether the social character of a town had a
significant impact on its attractiveness as a retail centre. It will be argued that the state of the shops,
leisure facilities and general urban infrastructure all contributed to a town’s overall image and
identity, and hence to its position within the regional urban hierarchy. Retail change is thus set in a
broader set of changes in consumption and culture.

Jon Stobart (Coventry)
The spread of department stores in provincial England, c.1872-1932

Department stores are often portrayed as one of the key developments in the history of retailing in
western society. They lie at the heart of our conception of a nineteenth-century retail revolution,
transforming experiences of shopping and the geography of the high street, helping to define the
modern city and modern urban life. However, analyses have predominantly focused on the growth
and experience of fashionable department stores in London’s West End. This overshadows the
development of such shops in the provinces, especially away from the large regional centres or resort
towns. The result is that we know relatively little about the origins and spread of department stores
across the country: Lancaster (1995) provides a picture of the process of growth, but not its detailed
geography, especially as it affected the vast majority of ‘ordinary’ towns.

Many fundamental questions about the provincial department store, therefore, remain
unasked, let alone answered. Where were the estimated 150-200 stores in 1910 located? When had
they emerged as department stores, and by what processes? Was there a process of diffusion out
from London and/or down the urban hierarchy; did department stores emerge independently in
different locations, and were certain types of town favoured (for example resorts or county towns)?
Merely raising these issues serves to problematize the pivotal role accorded to the department store –
questioning the chronology and geography of their influence on retailing practices in small and
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medium-sized towns. Answering them in a comprehensive manner is a different matter, and clearly
beyond the scope of a single paper.

My aim here is rather less ambitious, but offers a foundation upon which more detailed
analyses might be built. Drawing on a comprehensive survey of entries in Kelly’s Post Office
directories, it reproduces the changing geographies of English provincial department stores from
their early years in the 1870s to what is often seen as their heyday in the 1930s. Notwithstanding
problems of definition – no entry uses the term ‘department store’ – this analysis offers a unique
insight into the growth and distribution of this key retail innovation. Yet the organic growth and
modest size of many provincial department stores, especially those outside the major centres,
questions their revolutionary nature. In many instances, small department stores can be seen as the
product of a gradual accretion of services and premises: more retail evolution than revolution.

Andrew Alexander (Surrey) & Gareth Shaw (Exeter)
Knowledge and the transfer of the supermarket from North America to Britain, 1950-70

It is widely acknowledged that key retail innovations of the mid-twentieth century were self-service
stores and more especially the supermarket. These innovations arose in North America and quickly
spread to Britain in the aftermath of World War II. Whilst recent commentators have drawn
increasing attention to the importance of the supermarket in social, economic and cultural terms,
detailed research on how these retail innovations were spread is much more limited.

The aim of this paper is to explore the diffusion of the supermarket from North America to
Britain by examining two key themes: namely, the mechanisms of knowledge transfer and the
management of such knowledge. In terms of the mechanisms of knowledge transfer the paper
discusses the nature of knowledge and explores the ways in which both tacit and explicit knowledge
were moved. The significance of a number of conduits of knowledge on ‘modern retailing’ is
evaluated including the trade press, government ministries, and shop-fitting and store design firms.
This is followed by a detailed discussion of the way in which such knowledge was managed. The
role of ‘interlocking directorates’ is explored within this context. Recent research has increasingly
stressed the value of such ‘interlocks’ as mechanisms of communication and even knowledge
management. Such ideas are applied to an analysis of the role played by the Canadian owned Weston
Group in the development of the supermarket in early postwar Britain. This is based on a detailed
reading of the business records of various British grocery retailers which became closely associated
with Weston’s activities.

Carlo Morelli (Dundee)
British multiple retailing during the Golden Age, 1976-94: a quantitative approach

This paper examines the growth of multiple retailing during the ‘golden age’ in Britain: growth
which transformed the high street and transformed the structure of retailing. Explanations for the
rapid rise in importance of multiple retailers and their consequent impact on retail hierarchies and
processes have been the focus of a significant amount of academic study, particularly within the
disciplines of management and human geography. Yet surprisingly little quantitative analysis based
upon analytical techniques has been published on these important changes. More specifically, no
regression based quantitative studies have been undertaken to examine the determinants of growth
among large-scale retailers in what has been described as ‘the golden age’ of British retailing. The
academic literature to date has concentrated on geographies of store distribution, strategies of
individual firms, and the impact upon competition of these structural changes within the industry.

Through the use of quantitative data this study aims to shed light, for the first time, on the
determinants of growth in large-scale multiple retailing during this golden age. The growth of real
turnover is examined with respect to the growth in large-scale multiple retailing from 1976 until
1994. The paper examines for the first time the determinants of this growth against a variety of
supply and demand variables. It finds that the importance currently attached to capital investment in
previous studies of the golden age is not justified by the data.
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III/C   Immigration

Chair: David Stead (York)

Bernard Deacon & Sharron P Schwartz (Exeter)
Why so few migrants from so many places and so many from only a few places? Cornish migration

flows to the Americas in the nineteenth century

Billig (1995) has convincingly described the process whereby ‘banal nationalism’ becomes a taken-
for-granted part of the discourse of everyday life. Academic communities are hardly immune from
this process with studies of international migration over-determined by analysis at a nation-state
scale. However, in contrast as long ago as 1960 Thistlethwaite was calling for investigation of
migration flows at the level of the village or region to specific destinations overseas. This was
reinforced by the turn to regional migration studies with Baines (1985) stressing the need for a
revised spatial focus of analysis of migration flows from Britain. His research had uncovered
markedly uneven regional demographic patterns obscured by national figures. But what had
accounted for this contrasting relative incidence of migration in the past: why did people migrate
from some communities and not others? Baines subsequently called for finer mesh local studies that
would yield more insight about migrants’ motivation than large-scale quantitative analyses (1991;
1994). Yet, there are still relatively few investigations that examine the details of the migration
process from the British Isles, who the migrants were, the type of communities they came from and
what kinship and recruitment networks supported their migration decisions (a notable exception is
Hudson and Mills 1999).

The relative incidence of migration and its variation over space has also been noted by
observers of contemporary international migration. Faist (2000) pondered a baffling puzzle: ‘Why
are there so few migrants from so many places and so many from only a few places?’ It was possible
to speak of mass immobility on the one hand and mass migration on the other, but how could this
apparent paradox be reconciled? Yet mass mobility and mass immobility can in fact be viewed as the
outcomes of the same process as the resources inherent in ties between people bound together in
networks, groups and communities are often locally specific. In consequence there is a need to move
away from rigid micro versus macro distinctions to study the detailed form and content of migration
flows. This implies a meso-level analysis of migration movements centred on the functions of
migration networks (Faist 2000). How do migration chains come into being and how do they
function? What is the specificity of migrant resources that enable the formation and sustenance of
migration networks; how do these resources encourage or prevent migration and importantly; how
easily are these transferred (Faist 2000)?

This paper applies these questions to the specific case of Cornwall, described by Baines
(1985) as an ‘emigration region comparable with any in Europe’. In the three decades from 1860 to
1890 the annual average rate of overseas migration from Cornwall is estimated to be over nine per
thousand inhabitants. This was two to three times the rate of emigration from England and a level of
emigration only exceeded in Europe by Ireland at this time. Moreover, mass overseas migration had
been a feature of Cornish society since the late 1830s. What factors accounted for its consistently
high levels of male and female migration? The aim of this paper is twofold. Utilizing a unique
database of 38,000 nineteenth century migrants from Cornwall to the Americas, we will provide an
example of the fine-mesh local study of migration flows called for by Baines, by identifying and
mapping some patterns of migration from Cornwall to the Americas. For even within this relatively
small region there was considerable selectivity and variation of migration flows over both space and
social variables. Our analysis highlights differences in the timing, gender and occupational make-up,
parish of departure and destination of migrants. Second, using this information, we tackle the issue of
scale raised by Faist by moving away from macro- and micro-structural analyses to explore the
causes of those heterogeneous patterns within a meso-level paradigm. This centres on the formation,
sustenance and functions of Cornish migration networks to explain mass immobility and mass
mobility.
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Chris Minns & Marian Rizov (Trinity College Dublin)
Self-selection, location and entrepreneurship: British self-employment in North America in the early

twentieth century

The decision to undertake international migration has long interested economics and economic
historians alike.  Labour economists have placed considerable emphasis on the nature of self-
selection among immigrants: under what conditions do individuals with high or low levels of skill
choose to relocate across borders?  Economic theory has been used to relate immigrant self-selection
to relative economic conditions between source and destination regions, with the relative dispersion
of earnings in the two areas thought to be a key determinant of immigrant selection (Borjas, 1987).
This theoretical perspective can be extended to consider the choices made by immigrants from a
single source country among a wider set of potential destination markets.  While labour economists
have examined immigrant selectivity in contemporary labour markets, the early twentieth century
offers a better testing ground for this theory.  As flows between Europe and North America were
largely unregulated prior to 1917, we can observe how immigrants self-select across a set of labour
markets in the absence of rigid immigrant policies and other constraints.

Can differences in economic conditions lead destination countries to receive immigrants from
the same source but with very different abilities in the labour market?  Scholars of nineteenth century
North America have asked this very question with reference to British immigration.  Some observers
of British immigration claimed that, due to the limited range of labour market opportunities in
Canada, Britons choosing to reside in this country were considerably less able than those who chose
to move to the United States.  Recent work by Green, MacKinnon, and Minns (2002) finds that the
economic characteristics of British immigrants in both countries were broadly similar circa 1900, but
self-selection may lead to immigrant populations with important differences in unmeasured
characteristics, such as schooling or innate ability.

In this paper, we search for evidence of differences in immigrant self-selection across
destination choices through an assessment of self-employment among British immigrants in Canada
and the United States in the early twentieth century.  We examine self-employment because it is one
of the few indicators of labour market status available in both Canadian and American Census data
from the early twentieth century, and one that is associated with high levels of human capital (Minns
and Rizov, 2003).  We use the United States Census of 1910 and the Census of Canada of 1901 to
estimate the determinants of self-employment in both countries.  Our results will provide important
evidence on possible differences in immigrant self-selection between the two labour markets: in
either the United States or Canada, were British immigrants better endowed with the characteristics
associated with successful entrepreneurship, or more likely to become self-employed entrepreneurs,
conditional on observable characteristics?
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III/D   Early Modern Consumption

Chair: Anne Laurence (Open)

Ian Archer (Oxford)
City and Court: patterns of consumption in sixteenth century London

This paper takes as its starting point the famous article by FJ Fisher on the development of London
as a centre of conspicuous consumption. Its aims are twofold: first to flesh out Fisher’s argument
with some more quantitative material on the importance of court demand. It uses royal household,
aristocratic and gentry household accounts to look at patterns of consumption (what things were
purchased in London and why?), and where possible attempts to relate the data to figures for overall
consumption in the metropolitan area. This enables some informed speculation about the relative
significance of London’s status as a court city and the role of overseas trade in its sixteenth century
growth. Its second aim, in which it is probably more successful, is to assess the social and political
significance of court demand by exploring the nature of the relationships between royal and
aristocratic consumers and London tradesmen. Court demand meant that many Londoners developed
close patronage ties with courtiers, enabling them in turn to mobilize those connections for both
personal and local objectives. Many suppliers can be shown to be key brokers at a local level. In this
way we are able to see something of the interpenetration of court and city. The paper’s focus on the
sixteenth century also enables us to refine further the chronology of the development of luxury
consumption, providing the prequel to work in progress by Linda Levy Peck.

Craig Muldrew (Cambridge)
The diet of the labouring poor in England, 1550-1750

It is estimated that diet accounted for a majority of household expenditure for poor families, perhaps
as high as 70 per cent.  It has also been asserted that the bottom 20 per cent of the population
consumed so few calories that they could not have done more than 65 minutes of heavy work a day!
Yet, apart from the work of Shammas, there has been little empirical work on just what form such
consumption took. It is often assumed that the diet of the poor consisted of little more than bread,
pottage, cheese and a little bacon, but only a limited number of sources have been consulted, and
most from the eighteenth century.

The aim of this paper is provide a much broader empirical investigation into the diet of the
poor by looking at a wide range of institutional accounts, servants in household accounts, estimated
budgets from the mid-sixteenth century until the end of the eighteenth century, as well as pamphlets
on diet to see what working men, women and children, as well as the sick and old ate, both in terms
of calories and nutrition.  In the past, great emphasis has been placed on the budgets of Eden and
Davis from the 1780s and 90s, but these were years of very high prices.  Poor house diets have also
been studied, but most inmates were the young and old.  Here I will examine a wider range of diets.
I will also examine what types of foods were eaten, and what were considered healthy and good for
work within humeral medical theory.  Beer and meat especially seem to have constituted a much
larger portion of some diets than is generally assumed, being considered good for work.  A pound of
beef was often a penny cheaper than a pound of cheese, for instance. The slaughter of livestock was
also crucial in providing leather for the economy. Diets also changed over time, and more
importantly fluctuated yearly according to changes in price.

Philip Withington (Aberdeen)
The politics of tobacco consumption in seventeenth century England

The introduction of tobacco into English culture has attracted a fair amount of historical attention.
Just as economic and colonial historians have shown that the ‘holy herb’ quite quickly became an
important staple of colonial trade, so cultural and literary historians have suggested several reasons
for the leaf’s insinuation into the diets of many seventeenth-century men. These included
contemporary medical arguments (based on humeral theory) encouraging its consumption as a
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purgative and drying agent; the patronage of a number of royal houses across Europe; and, in
England, tobacco’s rapid assimilation into ‘gallant’ culture (at least insofar as that culture was
presented on the stage). Moreover, its adoption was not left to chance: medical treatises and travel
literature both proclaimed its virtues as both a substance to consume and (implicitly or explicitly) a
commodity in which to invest. Such propaganda was not, of course, without its critics. Indeed, the
fact that as eminent a figure as James VI and I should rile against tobacco and its proponents
suggests significant and influential antipathy towards its introduction into English (and Scottish)
society.

This paper considers an aspect of this controversy – and the assimilation of tobacco more
generally – that has been, by and large, ignored by economic and cultural historians alike. This is the
relationship between tobacco and early-modern conceptions of civility. Its contention is that, while
critics like James associated the herb with an image of Amerindian culture as essentially barbarous, a
number of its proponents (and practitioners) found in its preparation, trade, and consumption the
embodiment of humanist notions of masculine civility, conversation, and company. Such notions
were subsequently vital in justifying war against James’ son, Charles; and the fact that they were
symbolized by the consumption of tobacco helps explain why, at the Restoration, royalists satirized
the ‘smoaking’ of eminent parliamentarians to such a degree. The paper unpacks these barbarous and
civil constructions of tobacco consumption. It also draws on depositional and civic records in order
to consider the kind of ‘company’ that, by the later seventeenth-century, ‘smoaking’ had come to
constitute. In so doing, it recovers the complex and contrasting ways in which Europeans at once
perceived the manners, commodities, and rituals of the ‘New World’, and appropriated them in
practice.
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III/E   Latin American Development

Chair: Colin M Lewis (London School of Economics)

Maria Heloisa Lenz (Rio Grande do Sul)
The construction of railroads in Argentina in the late nineteenth century: the major role of the

English companies

In the late nineteenth century Argentina went through a phase of great economic growth, the Belle
Époque,1 represented by a strong foreign presence of products, labour and, especially, capital. The
capital that entered the country was mainly British investment and was allocated to the construction
of the railroads required by the remarkable territorial expansion that occurred in the country at the
time, resulting in Argentina’s present territory. That large expansion of the borders, along with the
incorporation of great portions of fertile land, very appropriate to agricultural activities, enabled the
internal production of goods demanded by the international market. The so-called Desert Campaign,
or La Conquista del Desierto, and the construction of railroads that crossed the new territory linking
it to the rest of the country were absolutely decisive in this process. The Desert Campaign consisted
of a number of military operations carried out by the Argentinean authorities around the 1870s and
1880s aimed at banishing the Indian population from the area south of Buenos Aires.

This paper attempts to examine the formation and financing of the Argentinean railroads
within the context of the territorial expansion and the role they played in the period of great
expansion of the British capital in Argentina. The choice of railroads as the main means of
development for the country emerges from the understanding that the territorial safety and its
consolidation were the two essential elements to reach it. The territorial consolidation was key,
particularly in areas where the borders were poorly defined or where vast areas were inhabited by
wild Indians. On the other hand, safety did not relate only to foreign aggression, but also to domestic
instability.  Regional rivalries and antagonisms were equally powerful forces confronting the central
government, making the establishment of safety essential for the national authority over the
provinces.

There is a lengthy literature concerning the innovative characteristic of the railroads where
they are usually shown as elements that generated new patterns of economic activity and
consolidated existing products, as they allow the rediscovery of new regions and new alternatives for
the exportable surplus produced.  On the other hand, some scholars have argued that the construction
of railroads in Latin America seldom promoted national consolidation since the configuration of the
railways encouraged exclusively export production and foreign trade instead of promoting
endogenous diversification.

Undoubtedly the British-built railroads and the Desert Campaign were crucial for the
construction and consolidation of the Argentinean domestic market. Both campaigns, Alsina’s in
1874 and General Roca’s in 1878, had the obvious goal to rescue the desert occupied by Indians and
colonize it as a means to assure its ownership. By the end of Alsina’s conquest 56,000km of territory
were incorporated and by General Roca’s over 550,000km.

The construction of railroads in Argentina began in the 1860s, when British capital was
already predominant. Despite some local experiences, the large railroad companies arrived along
with the British capital, making the two simultaneous and inseparable.  The Argentinean railroad
network became the largest and most important in Latin America. Two English capital companies –
Great Southern Railway of Buenos Aires and the Central Argentine Railway – were at the top of the
ranking.2 While the Central Argentine Railway was a large company, creating its own demand, with

1 Cortés Conde, R. El progresso argentino, 1880-1914. Buenos Aires, Editorial Sudamericana, 1979;Cortés Conde, R. La
economia argentina en el largo prazo (siglos XIX y XX). Buenos Aires, Editorial Sudamericana Universidad de San
Andrés, 1997. See also Díaz Alejandro, C. F. Essays on economic history of the Argentina Republic. New haven:
Yale University, 1970.

2 Stone, H.R. M.C. I.T. British railways in Argentina 1860-1948. London: P.E. Waters & Associates, 1993; Lewis, Colin.
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intense State participation and low Argentine national private capital contribution, the Great
Southern Railway of Buenos Aires was constructed in an already densely populated area and had a
great number of English citizens as its main shareholders.

As a consequence, Argentina soon became a “railroad inferno”: in 1900 at least 21 private
railroad companies and three public companies struggled over the market represented by a
population of four million people. The railroad system grew every year and by late 1910 it totalled
about 30,000km while another 8,000km were under construction. Considering the small population,
the Argentinean railroad system could be considered one of the most developed systems in the world
at the time. Thus, the construction of railroads, although required by foreign trade demands,
performed a remarkable role in national consolidation, facilitating access to new areas, thereby
aiding geographical and economic integration. Thus regional exchange was made feasible, in spite of
the lack of rivers and canals. The importance of the railroads as indispensable elements for the
integration and access to the new regions and for the building of the Argentinean nation, especially
through the incorporation of the “pampa” area, was always highlighted by the politicians and
statesmen of the time.

Throughout this paper it is seen that the great territorial expansion due to the Desert Campaign
pushed and was pushed by the construction of railroads, yielding the incorporation of vast areas of
fertile land which, by their production, not only made possible the final territorial consolidation of
the country, but also pushed its economic development to a significant boom.

Xavier Tafunell & Albert Carreras (Pompeu Fabra)
Capital goods imports and investment in Latin America, 1913 and 1925

For many years Latin American economic history has been focused on the export performance of the
region’s countries and on the import substitution industrialization policies.  The former have paid
most of their attention to world markets for Latin American products.  The latter have researched the
development of domestic output, typically for the largest economies.

The imports have usually been neglected as well as the standards of living. Indeed, our
knowledge of the development of income levels is very much limited to the large economies.  This
lack of estimates on levels of income is increasingly becoming a major brake to put Latin American
experience in a real world wide comparative perspective.  We propose to look at the import side of
Latin American economies to find proxies for economic modernization. In this paper we focus on
capital goods imports in order to estimate capital formation.  We rely on the exports of the three
major capital goods exporting economies – the United Kingdom, United States and Germany – and
we check the data with the imports of almost all Latin American and Caribbean economies.  We do
this for 1913 and 1925.  The 1913 benchmark corresponds to the final stage of the classical age of
development of the international economy.  The 1925 one is at the middle of the recovering twenties,
and it has been chosen as it usually corresponds with the start of a better historical statistics
recollection.

We will discuss the consistency of the two sets of data – exports from the UK, US and
Germany and imports from Latin America – and propose a series of figures on capital goods imports
(cements, metal products, machinery and transport equipment) for all Latin American and Caribbean
countries in 1913 and 1925.  The results that we have reached so far, allow for a systematic Latin
American and Caribbean (and in some cases even to a wider international) inter country comparison
point at a reassessment of the past economic performance of some of the small Latin American and
Caribbean economies.  We interpret these results within the framework of the opportunities provided
for the smooth working of the international economy.

British Railways in Argentina 1875-1914. A case study of Foreign Investment. Athlone, Institute of Latin American
Studis, University of London, Cambridge, 1983, Cuccorese, Horacio J. História de los ferrocarriles en la
Argentina. Buenos Aires: Ediciones Macchi, 1969.Ortiz, Raúl Scalabrini. Historia de los ferrocarriles Argentinos.
Buenos Aires: Editorial Plus Ultra, 1983, Vázquez-Presedo, V. Estadísticas históricas Argentinas (Comparadas).
Primera Parte 1875-1914. Buenos Aires: Macchi, 1971.
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Mar Rubio (Pompeu Fabra) & Mauricio Folchi (Chile)
The apparent consumption of fossil energy as an indicator of modernization in Latin America by

1925: a proposal using foreign trade statistics

In the interpretation of the process of economic modernization of the last two centuries, it is widely
accepted that the productivity gains achieved through the development of new energy carriers (from
wood to coal, and later to petroleum and electricity) play an important role. From this viewpoint, the
Industrial Revolution has been interpreted as the “process that allowed the exploitation at great scale
of new energy sources by means of inanimate converters” (Cipolla, 1994) and it has been argued that
coal – and later oil – was “a strategic item in the rise and diffusion of the industrial civilization”
(Wrigley, 1962).

It is within this context that it has also been claimed that “economic history makes it evident
that the industrial standing of any country may be gauged, with a fair degree of accuracy, from its
development of mechanical power” (US Department of Commerce, 1931). Of the 32 countries that
constitute Latin America and the Caribbean at present, we have historical national accounts for a
handful of them. In the absence of comparable macroeconomic indicators for most of the Latin
American economies beyond the 1930s, this paper presents an estimate of the apparent consumption
per head of coal and petroleum for 25 countries of Latin America and the Caribbean for the year
1925. This allows us to rank the Latin American countries and observe the relative distance to each
other. We use energy consumption as an indicator of economic modernization.

By 1925 most Latin American countries were importers of coal and petroleum products,
mostly from the UK, the US and Germany; Mexico, Venezuela, Peru and Colombia also provided oil
within the region. We use both the foreign trade statistics from the Latin American economies and
that of their principal trade partners, plus data on home production of coal and petroleum for
constructing our estimates. Ours is not the first attempt to construct the apparent consumption of
energy in Latin America in historical terms. Three other studies present historical series of energy
consumption in Latin America. These are the one by Raul Prebisch (CEPAL, 1951), a second
attempt by CEPAL (1956) and finally Darmstadter et al (1971).  Yet our endeavour goes far beyond
the number of countries included in those studies for the early part of the twentieth century: Prebish
gives data for four countries, CEPAL only includes data for seven countries before 1930 and
Darmstadter offers window estimates for 1925 and 1929 for 11 countries. In addition in our paper,
the year 1925 is used as a test year in order to analyse the weakness and advantages of the alternative
sources; we contrast their reliability, in order to build up a robust methodology to be applied
(backward and forward in time) in future research for the estimation the apparent consumption of
fossil fuels from 1870 to 1945.

As a result, the paper contributes to several literatures. On the one hand, it offers a contrast of
the foreign trade statistics of the Latin American countries with those of the advanced economies
(UK, USA and Germany), showing that the former are far more reliable than previously thought by
the literature. On the other hand, it contributes to environmental and energy history studies by
doubling the number of countries for which energy consumption estimates was previously available
in Latin America. Finally, it contributes to the wider economic history debate in Latin America
providing the basis for a comparative analysis of modernization performance beyond the few
countries for which historical national accounts are available.
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Government Printing Office (Washington 1931).

Wrigley, E. A. (1962):  “The supply of raw materials in the industrial revolution”. Economic History
Review, 2nd Series, XV, pp.1-16.



Academic Session IV / A

212

IV/A   Technology and Growth

Chair: Harald Edquist (Stockholm)

Christine MacLeod (Bristol) & Alessandro Nuvolari (Eindhoven Centre for Innovation Studies)
‘Glorious times’: the emergence of mechanical engineering in early industrial Britain, 1700-1830

“These are indeed glorious times for the engineers”
James Nasmyth, 11 July 1836

One of the salient features of the industrial revolution was the mechanization of a number of
production processes in a wide range of industries: first and foremost cotton and other textiles, but
also food processing, paper making, printing and many others (Landes, 1969; Mathias, 1969).
Economic historians have long studied (and debated) the impact that varying degrees of
mechanization exerted on the dynamics of productivity in various industries as well as at the more
macro level. In a broader perspective, they have also analysed how mechanization affected the
organization of work and production and its impact on the standard of living of various segments of
the workforce (see, among others, Berg, 1994 and Randall, 1991).

Given the critical role played by the expansion of mechanization, one would have expected
that the historical evolution of the mechanical engineering industry (in particular the very formation
of “machine making” into a distinct industrial activity) had been the subject of intensive study, but
this is not the case. In fact, virtually all accounts of early industrialization assign to the mechanical
engineering industry a rather shadowy role. The supply of machinery and improved power sources to
the various user industries is regarded as the outcome of an almost automatic process. In history of
technology, more attention has been devoted to the inventions of various machines (some of these
accounts are still framed in rather narrow narratives dominated by the figure of the heroic inventor).
However most of these studies conclude with the first implementations of the invention under
scrutiny and the ensuing role of the mechanical engineering industry in granting the provision of the
new machines is given little consideration.

Against this background, the contributions of Nathan Rosenberg (1963a; 1963b) – whose
analysis, in turn, echoes some pioneering insights of Marx – represent a remarkable exception.
Rosenberg noted that, in this historical phase, the creation of an “upstream” specialist machinery
sector was a key driver of the widespread diffusion of new technologies in user industries.
Additionally, the emergence of “machine making” as a distinct, autonomous, industrial sector, by
means of enhanced specialization and division of labour, enabled the progressive consolidation of
relatively coherent bodies of technological knowledge which, in turn, permitted the continuous
improvement of the design of various machines. In the course of time, an independent machine tool
sector split off from the machine maker sector enabling further specialization and improvement in
machinery production. In other words, the emergence and early growth of mechanical engineering
are seen as the outcome of a progressive process of “vertical disintegration”. This pattern of
industrial evolution is reconstructed in some detail in the case of the American machine tool industry
in Rosenberg (1963a).

The primary aim of this paper is to explore the significance of the emergence and early growth
of mechanical engineering as a distinct industrial activity in early industrial Britain.

The first part of the paper is based on a thorough examination of the highly fragmented
existing literature on the subject. We mainly rely on two type of sources: business histories – focused
on particular companies (or individual entrepreneurs), towns or regions – and contributions from
history of technology, which study in detail the evolution of specific technological artefacts. We
supplement this literature with informed contemporary sources (writings of entrepreneurs and
engineers such as Watt, Baines, Babbage, Nasmyth and Fairbairn).

In this way, we reconstruct the formation of some of the most important mechanical
engineering centres (London, Manchester, Birmingham, Leeds, Glasgow and Cornwall) and
workshops (Maudslay, Nasmyth, Roberts, Boulton & Watt ) in the late eighteenth and early
nineteenth centuries.
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In the second part of the paper, expanding on the previous research of one of us (MacLeod,
1992), we investigate the patterns of innovation related to the emergence of mechanical engineering.
This is done by analysing the patents granted over the period 1700-1852. Patents have been classified
in different technological classes, covering principally the textile, paper-making and printing
industries, prime-movers (steam engines and waterwheels) and machine-tools. This allows us to
compare systematically patterns of innovation among the various branches of mechanical
engineering. Our quantitative analysis of patent behaviour sheds light on issues such as the sources
of innovation (users or producers of the machine), the specialization profile of the inventors
(concentrated or widespread across different technologies) and the tendency of  inventive activities
to cluster in specific locations.

Finally, in the concluding section, we consider our findings in a broader perspective
discussing their implications for our understanding of the early phases of British industrialization.
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Petra Moser (MIT Sloan)
Do patents facilitate knowledge spillovers? Evidence from the geography of innovations at the

Crystal Palace

Economists since Marshall have argued that knowledge of technical innovations tend to cluster
geographically (Marshall, 1890; Kuznets, 1963).  Recent studies of patent data, such as Sokoloff
(1988) and Jaffe, Trajtenberg, and Henderson (1993) have provided empirical support for this idea
by documenting the geographic clustering of US patents.  For the early nineteenth century US,
Sokoloff (1988) shows that inventive activity concentrated in cities and along major lines of
transportation.  For the twentieth century US, Jaffe, Trajtenberg, and Henderson (1993) find that
knowledge spillovers, as documented by patent citations, are highly localized.  However, all previous
work has been restricted to studying the clustering of patent data, without being able to examine the
effects of patenting itself on the diffusion of knowledge. This is a significant gap in the literature if
patents are charged with encouraging knowledge spillovers, especially if these spillovers are the
driving force for economic growth, as assumed in Romer (1990) and Grossman and Helpman (1991).

Patent laws may facilitate knowledge spillovers both directly, by publicizing the knowledge of
new inventions, and indirectly, by establishing intellectual property rights which encourage inventors
to advertise their ideas.  Thus patents amplify the progress of cumulative invention that Scotchmer
(1991) and Mokyr (2002) describe.  Directly, patents spread technological knowledge as they codify
the current state of knowledge and facilitate access to that knowledge base for later generations of
inventors. More importantly perhaps, patents may also help to encourage knowledge spillovers and
cumulative invention indirectly by encouraging inventors to advertise their ideas.  If patent laws
succeed in assuring inventors that their intellectual property is secure, inventors may be more likely
to advertise their advances in trade journals or other printed media, which should increase the
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geographic scope of knowledge spillovers.  This channel may have been particularly important in the
mid-nineteenth century, when a wave of trade journals such as the Scientific American and the
Mechanics Magazine rapidly expanded their circulation, while other means of communications
remained costly. If patenting helps to diffuse knowledge of new technologies in this manner,
innovations in industries with high patenting rates should be more geographically dispersed, while
innovations in industries with low patenting rates should be more concentrated.

Data on Crystal Palace exhibits with and without patents show that the share of innovations
which are patented varies strongly across industries.  For English exhibition data in 1851, patenting
rates vary from 12 per cent for innovations in scientific instruments to slightly more than 40 per cent
in manufacturing machinery.  These differences in patenting behaviour across industries appear to be
robust to even the most fundamental differences in patent laws.  Data on US exhibitors, which I
construct by matching US exhibitors with US patent grants between 1841 and 1851 validate these
differences across industries, (Moser 2004).  Contemporary industry studies report that inventors in
industries with low patenting rates often relied on alternative mechanisms to protect their intellectual
property, while inventors in industries with high patenting rates depended on patents.

Information on the home location of exhibitors allows me to measure differences in the
geographic concentration across industries.  Most entries in the exhibition catalogues list the town
where the innovation occurred, and I have assigned these towns to registration counties.  For exhibits
from London, street addresses are available as well, which I have organized by districts.  Information
on the location of agents or sales representatives is recorded separately.  Such data have been
completed for 91 per cent of the English data (currently excluding Ireland, Scotland, and Wales) and
for 96 per cent of exhibits from London.  I use them to create maps of nineteenth-century innovations
and to construct quantitative measures of geographic clustering across industries.

A first analysis of English data lends support to the hypothesis that patents help to spread
knowledge, while the absence of patenting encourages geographic concentration.  The correlation
between patenting and geographic concentration is negative, even when accounting for geographic
patterns in the location of manufacturing.  For example, innovations in agricultural machinery have
among the highest patenting rates of exhibits in all industries; these innovations are also
geographically dispersed.  At the same time, innovations in industries with low patenting rates, such
as scientific instruments and chemicals, appear to be very concentrated, not only within countries,
but also within cities.  Innovations in scientific instruments concentrate visibly within London, for
example around the Strand and St. Martin in the Fields, as well as Clerkenwell.  Generally,
innovations in these industries originate disproportionately from London and other major cities.
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Valerio Cerretano (Cambridge)
International cartels and technology transfer, 1890-1948

This paper explores the role of international cartels in the development of innovative and capital-
intensive industries in Europe from the early 1890s to the early 1940s. The literature on international
cartels after the Second World War has focused primarily on their effects on prices and their anti-
competitive character. This paper mounts a challenge to this literature, arguing that this approach
obscures two fundamental facts. The first is that technological cooperation was a driving force
behind cartelization. The second is that international cartels constituted powerful vehicles for
technology transfer across national boundaries.

International cartels were complex sets of arrangements whereby giant corporations based in
various European countries sought to attain a monopolistic control over the global market. These
arrangements accompanied the evolution of most capital-intensive, science-based industries. The
historical evolution of these industries demonstrates that market-sharing agreements represented only
one, and not even the most important, facet of international cartelization. This evolution reveals that
international cartels were indeed technological cooperative networks. These networks were
established to settle patent disputes, to monitor technical advances, to reduce risks and to develop
new products. The pattern emerging from the history of capital-intensive industries is that
cooperation usually began as patent pooling and then progressed to the commercial sphere.
Commercial agreements complemented patent and technological cooperation, which secured a firmer
control over markets than price or sales arrangements.

Cartel members continuously exchanged knowledge within these international networks. The
main feature of this exchange lay in that it was characterized by the inflow and outflow, rather than
by a one-way flow, of knowledge. Through its cartel relations, which frequently entailed financial
ties, a company based in one country could have access to new advances or patents developed in
other countries. This access to advances continued even during the 1930s, when, in spite of the
increasing fragmentation of world trade and international political rivalries, a number of important
innovations, including those affecting rearmament, were exchanged. The exchange of artificial
rubber and artificial oil technologies between the US corporation Standard Oil and the German firm
IG Farben until the early 1940s is a case in point. A number of similar examples for each science-
based sector can be identified.

When surveying the historical evolution of capital-intensive industries, it is difficult to escape
the conclusion that global technological progress benefited from these exchanges. However, while in
general acceptable, this conclusion needs some qualifications. For one thing, patent and knowledge
exchange only took place within the network, as well as the producing countries covered by it, and
was also aimed at keeping new interests at bay. Secondly, once obtained the access to networks,
although vital, did not guarantee industrial success. Not all corporations – and the producing
countries covered by the cartel agreements – benefited from, or contributed to, the global progress to
the same extent. In-house capabilities, institutional environments, labour costs, access to capital and
to markets affected their position within the networks, as well as their ability to exploit technologies.
This was truest of newcomers.

The paper is divided into three parts. The first part reviews the debate on international cartels
during the interwar period. In contrast to more recent studies, the interwar literature placed great
emphasis on the effects of international cartels on world trade, technology transfer and
industrialization. The second part of the paper traces the history of international cartels in a number
of capital-intensive sectors (rayon, chemicals, electrical equipment, aviation, automotives, and iron
and steel), with particular emphasis on the interwar period. The paper concludes by suggesting that
the study of international cartels adds several new dimensions to the theme of technology transfer,
and can help break new ground in the analysis of patterns of industrialization. The historical
evolution of international cartels suggests that technological progress cannot be attributed to any
particular national environment and was global in nature. It also reveals that the need for corporate
cooperation became more pressing as technologies became more sophisticated and a greater number
of countries industrialized. Finally, it sheds light on the ways in which the emergence of corporate
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capitalism and imperfect competition – themselves largely the product of technological progress –
affected historical patterns of technology transfer.

This paper draws mostly on unpublished material. Its main sources include, for the rayon
industry, companies’ archives (the VGF Archives in Wuppertal, Germany; the Courtaulds Archives
in Coventry; the Snia Viscosa Archives in Milan), and, for other sectors, the PRO at Kew, London,
the hearings of three US Senate Committees on international cartels (the Kilgore, Bone and Truman
committees) and official publications by the British Board of Trade and the League of Nations.

Anna M Aubanell-Jubany (Pompeu Fabra)
Cartel stability in the electric industry: the case of electricity distribution in Madrid in the interwar

period

This paper examines the reasons why the electricity Cartel in Madrid lasted for more than 20 years.
The last competition period experienced by the electricity industry in Madrid was 1910 to 1913,
when a price war took place. As a result a duopoly emerged, formed by the two companies that had
close links to hydroelectricity producers. Cooperativa Electra Madrid (Electra) distributed the
electricity of Hidroelectrica Espanola, and Union Electrica Madrilena (Union) was created in 1912 as
a result of a merger of the largest and oldest electricity company in Madrid and a hydroelectricity
producer. These two groups were to become major players in the Spanish electricity market during
the twentieth century.

Electra and Union signed an agreement to end the price war in which they established an
equal share of the market. The competition had as a result overlapping distribution networks, which
were maintained, and therefore the threat of competition was present from the beginning.

Municipal, and later state, regulation played an important role in internal and external
stability. Lowering the electricity rates conveyed the risk for the company of not being allowed to
increase them again, which deterred free-rider behaviour amongst the two firms. As for external
stability, regulation set prices below the monopoly level, and in doing so deterred new firms from
entering the market and threatening its stability.

Other external destabilizing factors that could have come from competing industries, like gas,
were neutralized. During the First World War, gas companies could not compete with electricity
firms due to the sharp rise in coal prices. Afterwards the electricity companies controlled the gas
companies.

The factors considered for internal cartel stability range from demand elasticity and structure
to the importance of the economic cycle through the cost structure.  The economic cycle also helped
cartel stability because demand was above supply until 1927. Last but not least, the reduced number
of players meant lower costs both in negotiation and detection of free-rider behaviour.  Nonetheless,
problems emerged due to the particular relation of Electra with the municipality and the different
structure of the two firms which induced different marketing strategies threatening cartel stability.
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IV/B   Rural Poor Relief

Chair: Steven A King (Oxford Brookes)

Paul Warde (Cambridge)
Sources of welfare support in early modern Württemberg, c.1500-1700

This paper will examine the development and contexts of welfare provision in the Lutheran Duchy of
Württemberg in south-western Germany over the sixteenth and seventeenth centuries. This is
intended to be part of a larger session examining the form and implications of poor relief systems in
early modern Europe, with special attention to the institutional background of particular welfare
measures, and their scale and effect.

The development of poor relief in the German countryside has received barely any attention,
and no major study of any kind, despite extensive work on developments in some of the larger cities
of central Europe. Hence researchers working on these issues in the wider European context have
had access to only minimal comparative material, very little of which exists in the English language,
allowing an assumption to persist that welfare provision was largely informal, kin based, or simply
non-existent. This paper will present the results of a study designed in a small way to contribute to
the redress of this imbalance.

The core of the study is formed by research on the district of Leonberg, an area of around
10,000 inhabitants c.1600, based on consultation of the accounts of the poor relief administration,
and related municipal and village accounts, petitions, court cases, and other government records.
Formal, mandatory state poor chests developed from the middle of the sixteenth century, though with
strong, parochially-based pre-Reformation antecedents. The paper will present a detailed
examination of income and expenditure patterns for this relief system, which largely catered for
extreme indigence and one-off costs for other households. Income came from a wide variety of
sources, including effectively mandatory rating of the population, but with considerable local
variation. It must, however, be viewed in the context of a strong tradition of regulation and local
government by village and town communes. These institutions provided critical ‘disaster relief’ to
secure food supplies in the event of dearth, especially tailored towards using communal finance to
obtain large loans. Equally, evidence will be presented of the extensive use of communal and
municipal granaries, which built up stocks as a buffer against famine in the late sixteenth and early
seventeenth centuries. These granaries were by no means only a strategy employed in large urban
centres.

These institutions are also viewed in the further context of broad access to landholding,
common rights, and the local, intra-peasant provision of credit. Overall, the development of the relief
system demonstrates the institutional wherewithal to engage a number of different strategies for
relief, within the context of an economy enjoying only a small amount of surplus income subject to
redistribution, multiple sources of income for most households, and a strong directing hand on the
part of communal powerbrokers.

Richard Smith (Cambridge)
The agrarian origins of early modern poor relief: English-French comparisons

This paper will consider the evidence that is available for a comparison of welfare revenues in rural
contexts in England and France in the seventeenth and eighteenth centuries and some of the possible
consequences for town-country relations, labour mobility and the social costs of economic
development in the two societies.  The paper reviews the urban bias that characterizes investigations
of welfare provisioning and poor relief revenues in seventeenth and eighteenth century France.  It
considers the sources of welfare funding and their geographical flows and distributions in France in a
context in which a statutory system of revenue-raising for relief purposes was lacking.  The paper
works backwards in time from the evidence that is available depicting welfare funds collected by the
French Committee of Mendicity in 1791.  It also reviews the remarks of that committee about
welfare provisioning in England under the poor law and some of the responses by English
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commentators to those remarks.  The paper reviews the level of funds made available to bureaux de
charité in late eighteenth century France as well as the role in funding played by ecclesiastical tithes
and the tendency of those tithe-based revenues to flow from country to town.  The towns will be
assessed as sites for the distribution of tithe-based welfare funding as well as contexts for the
charitable behaviour of aristocrats and bourgeoisie, who were principally domiciled in urban places.
A discussion of regional variations in French expenditure is undertaken that can be compared with
the estimates of expenditure under the English poor law as reported in various parliamentary
enquiries from the mid-eighteenth century until the termination of the Napoleonic Wars.

A contrast is drawn with England in which a predominant proportion of rate-based relief
derives from a tax on property with owners of agrarian property contributing the bulk of that
revenue.  It will be shown that late sixteenth-century England revealed many features that made that
society closer in its welfare practices to eighteenth century France in the matter of the generation of
and use of welfare funds in town and country. Of particular significance is the emphasis placed upon
the provisioning of relief, primarily within urban contexts, and a significantly greater place within
those contexts for indoor forms of assistance underwritten by charitable giving as opposed to
obligatory, tax-based sources of revenue.  However, by the early eighteenth century revenue raised in
English rural communities for welfare purposes and expenditure per capita invariably exceeded that
raised and spent per capita in towns. The social distribution of rate-payments will be considered
with particular reference to regional contrasts in agrarian property sizes and proletarianization of
agrarian labour.  Furthermore discussion will be undertaken of the extent to which the net flow of
rate-based funds was from the agrarian towards the urban industrial sector.  The implications of this
charge upon the rural sector will be assessed in relation to an assessment of the welfare costs carried
by the urban sector.  Furthermore the spatial variations in funding will be assessed with reference to
flows of labour and flows of welfare funds during periods of economic recession or harvest failure
with reference particularly to epidemiological patterns and life chances.

The paper concludes with some discussion of the implications of these developments for the
charges carried by the agrarian sector not only for the meeting of welfare needs in an emerging
agrarian capitalist economy, but the extent to which the geographical bias in England entailed
significant underwriting by rural economies and property owners of rapidly rising urban and
industrial welfare needs.  Some final thoughts are offered on the implications of the arguments
developed in the paper for the wider debate about the emergence and the regional geography of
agrarian capitalism in England.

Tracy Dennison (Cambridge)
Poor relief in rural Russia: evidence from Yaroslavl Province, 1750-1860

This paper examines welfare provision in Russian serf society, using archival evidence for the
Sheremetyev family’s Voshchazhnikovo estate in Yaroslavl province (central Russia). According to
the conventional view, Russian peasant society was marked by a relatively egalitarian distribution of
wealth, with arable land held communally and distributed among households in accordance with
their labour capabilities and consumption needs. In this system, only households that suffered
temporary setbacks – such as loss of a draught animal or labourer – are thought to have required
assistance, and in these instances, the peasant commune is supposed to have made provision. In the
first part of the paper it will be argued that this was not the case – at least not in rural Yaroslavl.
First, Russian peasant society was actually highly stratified. Second, feudal dues and taxes were
usually attached to communal land – taxes and dues for which peasants were held collectively
responsible. As a result, land was allocated only to those who could afford to pay, leaving the poorer
members of society without access to communal resources. Finally, petitions for relief indicate that
the commune was generally reluctant to provide assistance to the poor; most petitions – even those
for temporary relief – were denied.

The second part of the paper examines the institutional implications of the absence of a formal
poor relief system, in particular the implications for the structure of the rural labour market and for
the peasant household economy. It is often assumed, for instance, that large extended-family
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households were a cultural feature of Slavic society. But in the absence of any institutionalized form
of poor relief, it seems likely that Russian peasants were forced to rely more on kin for assistance
than were people in early modern England and other parts of northwest Europe. Peasants described
as poor in Yaroslavl province often worked for other peasants as servants or labourers (service was a
‘lifetime’ phenomenon in central Russia, rather than a ‘lifecycle’ phenomenon, as in, for instance,
England, France or Germany). Finally, it will be suggested that the absence of institutionalized
welfare provision might offer at least a partial explanation for the prevalence of a ‘non-European’
household formation system in Russia during this period.
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IV/C   Employment and Labour

Chair: Sue Bowden (York)

Patrick Wallis (London School of Economics)
Apprenticeship, training and guilds in pre-industrial Europe

The relationship between apprenticeship and the acquisition of craft skills in preindustrial Europe has
recently attracted interest after a long period of neglect. The most ambitious claim, proposed by
Larry Epstein, is that the regulation of apprenticeship contracts was the primary reason for the
emergence of guilds. At the opposite end of the spectrum are those, such as James Farr, who have
argued that apprenticeship was as much about acquiring cultural as technical skills. In this paper, I
re-examine the problem of allocating the costs of training supplied through apprenticeship in
preindustrial Europe, and their relationship to broader patterns of labour organization.

It has frequently been suggested that apprenticeship contracts structure the distribution of
training costs so that masters reclaim the costs they incurred in training and paying apprentices
during their early years by giving them below market wages in their later years of service. In such a
situation, guilds might be of significant use in enforcing these contracts and preventing opportunism
by apprentices and masters. Here I argue that such a situation would be unsustainable given what we
know of  apprentice’s opportunism and the characteristics of acquiring craft skills. Very high rates of
non-completion, often extending beyond 50 per cent of apprentices, can be identified in most places
for which we have data; there is little indication that apprentice contracts were successfully enforced.
Given this, I argue that the allocation of the costs of training was, indeed must be, successfully dealt
with during apprenticeship through a short term accumulation and distribution of costs and benefits
between master and apprentice that reduced as far as possible the costs of opportunism by either
party at any point in the term of service. This can, I suggest, be related both to the nature of learning
tacit skills, and to the imbalance of incentives on masters to teach and on apprentices to learn. The
nature of training in apprenticeship was such that it minimized the costs of masters and put the
burden of learning on apprentices; evidence from anthropological studies of contemporary
apprenticeship can be used to indicate possible interpretations of the very fragmentary data that
survives on the actual content of preindustrial apprenticeship. Finally, the reason for guilds to
become involved in the control of apprenticeship are discussed. In this regard, I show that although
apprenticeship did potentially present a major problem of opportunism, it was not largely dealt with
through guild enforcement. There is little evidence of guilds successfully carrying out this role, and
little reason to expect them to have been effective at it.

David R Stead (York)
Income risk and the English farm labourer, c.1750-1850

This paper explores three aspects of the income risks to which English farm labourers were exposed
during the period 1750 to 1850. First, the farmer’s labour demand could fluctuate quite dramatically
from year to year in unpredictable fashion. This is illustrated by the sizeable changes in the annual
timing and duration of the grain harvest on a given farm. In 1792, the Reverend John Howlett
claimed that the difference between the farmer’s total payments to labourers in economical and
expensive years was at least 25 per cent. The (albeit imperfect) evidence from more than half a dozen
farm account books suggests that his estimate was about right, at least on those farms located in areas
that tended to specialize in arable husbandry.

Second, the duration of the labourer’s formal employment contract seems to have fallen over
time, which is suggestive of greater job insecurity. The decline of farm service, where annual
agreements were standard, is well known, but there is little data on the contracts of day labourers
since the majority of these bargains were made verbally. It is proposed that a crude proxy for
contract length is provided by the periods of time recorded in farm account books for which
labourers were paid (for example, ‘William Atkinson 2 days work’). A pilot study of the evidence
indicates that the mean payment period declined over time, and also (as expected) that the mean
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payment period for female day labourers was typically shorter than that for men. Furthermore, that
more than 20 per cent of all entries incorporated a half-day element suggests that employment for
only half a day was not uncommon.

Third, many agricultural labourers were at risk of not being paid if bad weather forced outdoor
work to be abandoned. The practice of lack of payment for ‘wet time’ appears to have been well
established by the late eighteenth century. Those most vulnerable were day labourers working on a
farm’s arable operations, especially pieceworkers and members of a gang in the eastern counties.
There is little evidence that this risk was shared by farmers paying their workers half wages on wet
days, and it is difficult to argue that labourers were paid a compensating wage differential.
Contemporary estimates indicate that farm labourers not employed wet or dry would lose about one
or two week’s wages per annum on average because of poor weather, although the cost must have
been higher in some years than others.

Jordi Domenech (London School of Economics)
Adjusting to economic downturns in the Catalan textile sector, 1880-1913

This paper studies the way workers and firms behaved in a highly cyclical sector such as the cotton
textile industry, which encompassed 1/5th of the Catalan industrial workforce in the early twentieth
century. Using firm level evidence, the paper shows that, in spite of weak unionization and the lack
of regional or local collective bargaining institutions, piece rates in cotton spinning and weaving
were not subject to competitive rate cuts and remained fixed over the cycle. When facing a negative
demand shock, firms adjusted by reducing output, hours of work, labour productivity and
employment. In contrast to existing theories explaining nominal wage stickiness which stress
informational asymmetries or insiders’ bargaining power, I argue that in the Catalan case the stability
of piece rate lists depended on a highly flexible labour market for female workers, limiting the
pressure of unemployed workers on prevailing wages, and on the fact that firms did not compete
over prices.

Nicholas Dimsdale (Oxford), Nicholas Horsewood (Birmingham) & Arthur Van Riel (Utrecht)
Real wages and unemployment in Weimar Germany

This paper is a contribution to the debate on the causes of unemployment in interwar Germany. It
discusses the literature which attributes the rise in unemployment in the depression of 1929-32 to
adverse demand factors, such as the cutting off of external capital flows and the weakness of
domestic aggregate demand. It goes on to consider the argument of Borchardt that supply-side
factors, in the form of high real wages, caused unemployment during the late 1920s and early 1930s.
Upward pressure on wages was the outcome of the process of wage determination, which was set up
by the Weimar regime. We also consider the factors contributing to the reduction of unemployment
in the economic recovery under the Nazis.  Unemployment was reduced by the growth of
government spending, while on the supply-side the pegging of the level of the nominal contract or
tariff wage may also have assisted recovery. The issue has been stated succinctly by Borchardt
(1991: p.175):

Neither economic theory nor empirical evidence appears to me to have delivered clear criteria for
answering the question as to whether continuing unemployment [in Weimar Germany] was a case
of weakness in demand or whether this was a case of classical real wage unemployment, or
perhaps both factors played a part.

Our aim in the paper is to resolve this issue using an extension of the model developed by Layard et
al (1991) for examining the causes of postwar unemployment in OECD economies. The model has
been applied to the analysis of British unemployment in the interwar period in Dimsdale et al.
(1989). It is extended here to model the determination of the tariff wage and so allows the widely
differing wage policies of the Weimar and Nazi regimes to be examined. The model is set out and
the underlying theory is explained in Dimsdale et al (2004).
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Estimates of the employment equation show that demand shocks, in the form of changes in
real share prices, capital inflows and changes in government spending, had an impact on
employment. The importance of share prices in affecting demand has been emphasised by Voth
(2003), while the influence of capital inflows has been noted by Ritschl (1998) and Eichengreen
(1992). Real earnings have a major effect on employment as also found by Broadberry and Ritschl
(1995).  Real import prices were less important than in Britain, but they had the expected sign in that
a rise in real import prices raised the bargained real wage.

In the basic model the equilibrium level of unemployment is the outcome of an interaction
between the wage setting decisions by trade unions and arbitrating bodies and the price setting
decisions of firms. These factors are modelled in the wage and price equations. The equilibrium level
of unemployment is determined where the upward pressure on the real wage is offset by the level of
unemployment, giving rise to a real wage which is consistent with the pricing policies of firms. In
the absence of trade unions lower unemployment may still generate a higher real wage because of
efficiency wage factors.

The estimated wage equation shows that real earnings were strongly affected by the real
contractual or tariff wage as well as economic variables, such as labour productivity, the level of
unemployment benefits, the rate of unemployment and real import prices. Real wages were sticky so
that an unexpected change in prices affected the real wage. In particular a fall in prices would cause a
rise in the real wage due to this effect, known as nominal inertia. In its turn the tariff wage was
determined largely by political rather than economic factors, as argued by Borchardt. It responded to
upward pressure under the Weimar republic and downward pressure under the Nazis.  The price
equation shows that prices were set as a constant mark-up on wages, which was not responsive to
demand conditions.

The wage and price equations are combined to show that in the slump of 1929-32 the rise in
unemployment can be explained by both demand and supply-side influences. Adverse demand
shocks, which were transmitted to the labour market through nominal inertia, and the increases in the
real tariff wage both raised unemployment. During the recovery of the 1930s there were positive
demand shocks through fiscal expansion, which reduced unemployment. In addition the Nazi policy
of holding down the tariff wage had the same effect, supporting Temin’s (1989: p.120) argument that
the low wage policy of the Nazis assisted recovery.  Thus demand and supply-side forces reinforced
each other in affecting unemployment in both slump and recovery. The results of the analysis are
illustrated by diagrams.  It should be noted that the results for Germany differ from those found for
interwar Britain, where demand shocks predominated in both the decline and the recovery.
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IV/D   Modern Consumption

Chair: Sally Horrocks (Leicester)

Gerben Bakker (Essex)
The evolution of entertainment consumption and the emergence of cinema, 1890-1940

At the end of the nineteenth century, in the era of the second industrial revolution, falling working
hours, rising disposable income, increasing urbanization, rapidly expanding transport networks and
strong population growth resulted in a sharp rise in the demand for entertainment. Initially, the
expenditure was spread across different categories of entertainment, such as live entertainment,
sports, music, bowling alleys, skating rinks, etc. One of these categories was cinematographic
entertainment, a new service, based on a new technology. Initially it seemed no more than a fad, a
novelty shown at fairs, but over time it quickly emerged as the dominant form of popular
entertainment. The demand for entertainment that first had found other outlets was increasingly
being spent on cinema.

This paper argues that the take-off of cinema was largely demand-driven, and that an
evolutionary process in consumer spending caused more and more expenditure to be allocated to
cinema. It will analyse how consumer habits and practices evolved with the new cinema technology
and led to the formation of a new product/service. As methodology the paper will transfer the
concepts used by Nelson and Winter (1982) to study mainly firms related to the area of households
and consumers. Three strata will specifically be addressed: the development of consumption
routines, skills and capabilities; the role of selection, replication, imitation and modification in their
evolution; and finally, the role of random events and mutations. It will also examine the role played
by the concepts of novelty and variety, by consumers’ desire for status and distinction (cf. Bourdieu
1979), and by the way in which consumers discount time, i.e. the tension between instant and
delayed gratification (Bowden and Offer 1994).

This issue is worthy of examination because a lot has been written on the technology and
production aspects of cinema, on the creative-artistic side of film production, and on film
consumption when cinema was already established, but little economic research has been done on
the role of consumption in the emergence of cinema. Second, cinema is an interesting case in the
study of the evolution of consumption, because it was a new product/service, it was largely
intangible, and it contained many different product varieties.

The paper compares and analyses detailed quantitative datasets on consumer expenditure from
the US, Britain and France, as well as more qualitative data on consumer spending and habits. Key
insights from the paper are that consumption and its evolution were essential for the evolution and
selection of film production and distribution methods, and also that direction of the development of
the entertainment industry was not clear from the start, but that for a considerable time it was
undecided in what direction the entertainment industry would develop and that this indecision was
mainly based on an evolutionary process driving the development of consumer expenditure.

Lesley Whitworth (Brighton)
The creation of the British Council of Industrial Design: re-investing design with hope

Recent historical work on consumption-related themes such as that by Hilton (2003) and Black
(2003) has tended to emphasise the hopelessly compromised nature of the Labour Party’s response to
early signs of increasing affluence, and the failure of the post-1945 administration to offer an
effective lead in a nascent consumer politics.   The intention of this paper is to introduce the work of
a body that has received relatively little scholarly attention, despite its relevance to these issues, and
to re-claim a moment when it seemed that a more positive and pro-active reaction to new and
existing consumer needs might be possible.

As World War II drew to a close, the British coalition government approved the formation of
a new grant-aided body answerable to the Board of Trade, to be called the Council of Industrial
Design (Design Council from 1972).  Its primary task was to “improve by all practicable means the
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improvement of design in the products of British industry”, an essential step if the country was to
avoid a balance of payments crisis in the immediate postwar period.  To concentrate on this
industrial and economic agenda, however, would be to disregard the breadth and importance of a
wider and more socially responsive remit, for the Council’s work was conceptualized as having
benefits at individual, as well as local and national levels.

While existing criticism of some aspects of the Council’s later work and of its approach may
be considered justifiable, the work of the early years to which this paper attests may be regarded as
laudable if overly ambitious.  At the Council’s core there existed a body of committed campaigners
who believed with Hugh Dalton that it was possible to bring about an improvement in “every side of
our daily life” through the application of design.  Equally the Council’s first Director felt that,
“lifting the quality of objects of common use in the hands and the homes of British people is a great
objective”.  For a brief moment, therefore, there seemed to exist a real opportunity to deliver to a
war-weary British population the promise of significant improvements in its material environment,
and an acknowledgement of its right to demand recognizable product standards.

The qualities and aptitudes of certain key individuals will be considered within the paper, as
will the impact of an ill-fated attempt by the Board of Trade to give visual expression to the
standards implicit in a proposed extension and expansion of the war-time Utility scheme.  The
archival research on which this paper is based is being carried out within the ESRC/AHRB funded
‘Cultures of Consumption’ programme.  The Council’s archive is housed in the Faculty of Arts &
Architecture at the University of Brighton.

Orit Rozin (Tel-Aviv, Haifa)
Israeli housewives in the 1950s and the Austerity policy

A central component of the economic policy published by the newly-elected Government of Israel in
April 1949 was the Austerity regime, introduced to supply the general public with basic food
supplies at reasonable prices during a period when Israel was concluding a bloody war and absorbing
hundreds of thousands of Jewish refugees from different parts of the world. To portray the situation
in figures, a Jewish population of 600,000 (alongside a defeated minority of approximately 160,000
Palestinian citizens) absorbed 700,000 Jewish immigrants. Although during the first nine months of
the policy – namely, from April 1949 to January 1950 – most Israeli consumers complied with the
strict regulations, a black market emerged in early 1950 and grew throughout 1951.

This paper analyses the reaction of Israeli housewives to the Austerity policy against the
historical background of the shortage of food and other basic supplies, an outbreak of the polio
epidemic, and the public and political issues of the period. The paper describes the social role of the
housewife and depicts the impact of the Austerity policy on her daily routine: shopping, cooking,
cleaning and looking after the children. Focusing on the status of the Israeli housewife, the paper
portrays the efforts made by different women’s organizations to influence their government’s
regulation policy, in order to promote their families’ well-being and also the status of housewives.
The press also played a significant role in granting women a voice. Women’s columns, appearing
weekly in the daily press alongside women’s magazines, offered a public platform, provided a source
of useful information, and served as agents of social change in the battle to influence the
government. Women’s columns, along with stories authored by men, turned the invisible world of
Israeli women into a visible world for the first time: the long lines, the ingenuity needed to put
together a proper meal, and the hardships of young mothers all became worthy journalistic topics.
But did the efforts of women’s organizations and the endless complaints printed in the newspapers
actually change or modify the status of women in small or significant ways? Did it impact at all on
food allocation?

The paper also considers the moral dilemma faced by Israeli housewives: should they be loyal
citizens to their infant state and avoid the black market, in order to protect the daily supplies to the
new immigrants (whose suffering was generally more substantial than that of the veteran
population), or ought they prioritize being caring mothers and wives and use the black market for the
sake of their families? Portraying the role of the Israeli mother, the paper focuses on the lives of
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mothers of young children who struggled the most (among mothers) to feed their young, as basic
food and clothing supplies were at times completely absent from the legal markets. The shortage of
food, combined with maternal responsibilities, had a deleterious impact on the health of most Israeli
housewives; mothers and sometimes fathers too gave up some or most of their protein supply for
their children. By 1951, local physicians reported marked deterioration in the physical health of
Israeli women. What drove Israeli parents, and especially Israeli mothers, to sacrifice their health?
This issue is further explored in the paper.

At the end of July 1950, the government declared a rationing of clothing and shoes. The
public reaction was harsh, with merchants and housewives alike reacting with fury: merchants closed
their shops, while housewives protested and cooperated with the merchants in shopping from the
back door. All this transpired in the open, and in the eyes of policy-makers, resulting in a decrease in
public trust and compliance.

Not surprisingly, the economic situation indeed influenced the political arena. During the
municipal elections held in November 1950, the leading social-democratic party – Mapai – lost many
votes in general, and a considerable number of women’s votes in particular. The primary winner in
this election campaign was the General-Zionists party, whose leading ideology involved promoting a
free-market economy. A few months later, in February 1951, the government fell; general elections
were announced and held in July 1951. Women’s votes had to be courted and won by both rival
parties. The need to regain the trust of women led to some legislative changes. After the elections
and partly due to their outcome, the economic policy changed. Prices went up, and regulations
loosened. However, within a year from the elections, the burden remained heavy. Stores indeed were
filled with goods, a once-rare sight, but the skyrocketing prices kept many shoppers away. Indeed,
the social group that suffered gravely was the immigrant population, living in poor provisory
conditions. A UN specialist who visited Israel in 1952 reported that he had seen far too many cases
of malnourishment.
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Richard Coopey (Wales, Aberystwyth) & Dil Porter (De Montfort)
‘Like rabbits in the headlights’: Britain’s mail order retailers and the home shopping revolution

For much of the twentieth century ‘home shopping’ in Britain was dominated by the so-called ‘Big
Five’ specialist mail order retailers: GUS, Littlewoods, Freemans, Grattan and Empire Stores. These
companies, especially since the 1960s, benefited from progressive improvements in Britain’s
distributive machinery. Pre-packaged goods helped to reduce handling costs; a more flexible delivery
network, based on road rather than rail, speeded final destination delivery; computers facilitated
accounting and stock control procedures; advertising campaigns familiarized customers with branded
goods on offer in the catalogue while simultaneously breaking down residual loyalty to the local
store; more recently, almost universal access to the telephone made it possible for individual
customers to place an order with the minimum of inconvenience, by-passing the intermediary of the
traditional mail order agent. These companies also accumulated considerable skills and sophisticated
systems relating to the assessment of customer creditworthiness. Given this context – along with
their proven expertise in distance selling – the arrival, at the end of the twentieth century, of
teleshopping and then shopping online seemed to open up new horizons for Britain’s mail order
retailers and to promise a revolution in shopping habits.

The established mail order houses, however, have experienced difficulty in positioning
themselves in the contemporary retailing environment. Neither teleshopping nor shopping online has
grown organically out of the British experience of mail order retailing. Perhaps surprisingly, the
opportunities presented by these new forms of retailing have been exploited more effectively by
dynamic new companies. These companies have thrived, unburdened by a commitment to earlier
retailing forms and unfettered by an agency system that has become an increasingly embarrassing
overhead to traditional mail order companies. Somewhat ironically, it seems that the new, successful
internet retailers may conform to a model of entrepreneurial activity which more closely
approximates the activity of the early mail order retailers of the late nineteenth and early twentieth
century.

This paper will explore the fractures between traditional mail order and newer forms of home
shopping, highlighting some of the historical reasons which explain the divergence between both
sectors. It will examine the developing structures and practices of traditional mail order firms and
outline external and internal factors contributing to the rise of internet shopping and the successful
companies in this sector.
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IV/E   Women and Family Economics

Chair: Judith Spicksley (Hull)

Session sponsored by the Women’s Committee of the Economic History Society

Judith Spicksley (Hull)
Women, accounts and numeracy in seventeenth century England

While a considerable amount of time and energy has been spent investigating the extent of women’s
literacy in the early modern period, little, if anything has been written about their levels of numeracy.
This omission is at least in part the result of difficulty in its measurement, and not just among
women. As Keith Thomas revealed some years ago, numeracy did ‘not leave evidence which can be
readily measured’; moreover, levels of numeracy are ‘entirely a matter of degree’. Though the ability
to count may have been considered a distinctively human quality in the Tudor and Stuart periods,
simply knowing ‘how many beans made twenty was hardly proof of great numerical dexterity’.  Yet
the survival of a considerable number of personal, household, and business accounts that can be
directly attributed to women appears to challenge the notion that arithmetic ‘was not a normal part of
the education of a lady’, and that ‘women lagged behind in numeracy, perhaps even more than they
did in literacy’.1

Mathematics may not have been part of the female curriculum, but in this paper I intend to
argue that in terms of basic arithmetical skills – numeration, addition and subtraction – women of
gentry status, at least, may well have been more numerate than their male counterparts. This was in
essence the product of a gendered system of education, in which boys studied the classics, rhetoric,
logic, and philosophy, while girls acquired social and domestic skills: reading, writing, housewifery
and spinning or needlework, with the addition of musical pursuits and the romantic languages for
those of higher status.  For as Thomas himself argued, the emphasis of the humanist curriculum on
the acquisition of knowledge rather than skills may have put men at a disadvantage in terms of basic
computation. Gentlewomen, on the other hand, were considerably more accomplished in this area,
for the acquisition of housewifery skills remained the pinnacle of achievement, and with it, the
upkeep of the household accounts.

During the seventeenth century mathematical skills for men grew in importance – both in
terms of pure and applied mathematics – and numerical analysis, as Thomas has revealed
‘established itself as one of the dominant forms of intellectual enquiry’.2 Women remained largely
excluded from this mathematical revolution and their knowledge of arithmetic was restricted: the
construction of accounts could have been completed with knowledge of addition and subtraction
alone, and women may have ventured little beyond these areas.  Nevertheless, gentlewomen at least
may well have been more adept at basic computation than historians have been inclined to accept.

Elizabeth Griffiths & Jane Whittle (Exeter)
The management of household and estate: the accounts of Alice le Strange, 1610-54

This paper offers a case study of one woman and her accounting practices in the first half of the
seventeenth century.  The gendering of keeping household accounts in this period is contradictory.
On the one hand, it can be seen as a natural extension of the housewife’s duties to manage the
household and control expenditure; on the other hand, the boundaries between household, farm and
estate were blurred, so accounts often extended into managing far more than the domestic sphere.
Large gentry households were complex enterprises with high turnovers of income and expenditure.
A woman who kept such accounts was performing a role often carried out by professional stewards,
who were always male.

1 K. Thomas, ‘Numeracy in Early Modern England’, TRHS, Fifth Series, Volume 37 (1987), p.104, p.105, p.113.
2 ibid., p.104.
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Alice Le Strange and her accounts are exceptional in a number of ways.  They are unusually
complete and long-running, containing a complete series of disbursements and receipts running for
over 40 years, as well as a good series of ‘Houshold Bookes’ or kitchen accounts recording the week
by week production and consumption of food.  Alice Le Strange not only kept household accounts,
but also turned her attention to rationalizing the family’s estate accounts, rentals, field books,
creating a system for cross referencing land holdings, tenants, and estate income and receipts from
the sale of livestock, corn and timber.  Additionally, she did so not as a woman alone, but as the
preferred manager, with her husband Hamon, and for much of the period, her married son and heir
also resident in the household.  Although Alice is in many ways unique comparisons can be drawn
with other Norfolk gentlewomen, such as her cousin Lady Frances Hobart, who restored the finances
and instigated new accounting methods at Blickling.

The paper will concentrate on two aspects of Alice’s management activities.  First, it will
examine the scope, contents and organization of her accounts and other related documentation,
making comparisons with earlier records that were kept by Hamon, who relied more heavily on the
services of bailiffs, servants and tradesmen.  Second, it will explore her role as part of a family
management team, which included her husband and son.  Her contribution was vital to the
improvement of the Hunstanton estate at that time.  By establishing clear and comprehensive
accounting routines, and providing what was effectively a seventeenth century database, she enabled
specialization and released the energies of Hamon and Nicholas for other ventures, notably the
rebuilding of the estate and land improvement schemes.  Nicholas’s notebooks, written in a round
legible hand, display the influence of his mother as she educated her children in the basics of
accounting.

The paper forms part of a larger research project utilizing Alice Le Strange’s accounts to
examine gendered patterns of consumption and work in the first half of the seventeenth century.
This research is funded by the ESRC and AHRB as part of the ‘Cultures of Consumption’
programme.

Nicola Verdon (Sheffield Hallam)
Women and the business of farming: the role of farmers’ widows in England, 1750-1850

This paper is based on the early stages of a new comparative project on the changing role of farmers’
wives, daughters and widows in three English counties after the mid-eighteenth century. The
research aims to bridge a gap in our understanding of the gendering of the farm labour process in the
past. The gendered nature of paid work in the formal rural labour market is now well established as a
key area of historical research, with regional diversity, lifecycle change, market conditions and local
custom all recognized as significant factors affecting women’s employment opportunities, task
allocation and wage rates. But the range of activities undertaken by farmers’ female relatives, and the
contribution these made to the family business, remain obscure. This is largely because the kinds of
tasks performed by such women – supervising servants, attending to farmyard animals, working in
the dairy, selling goods at market, managing the farmhouse diet and budget – were not widely
documented. As G.E. Mingay commented many years ago, ‘The farmers’ wife and daughters do not
emerge very clearly from the contemporary records’.3 Indeed, the dominant assumption in much
contemporary comment and historical literature is the withdrawal of farmer’s female relatives from
productive roles on the farm and in the farmhouse in the century before 1850 (especially on farms in
southern England), with women abandoning their skills and increasingly perceiving the farm
business to be distasteful and inappropriate.4 This significantly underestimates the wide range of
women’s experiences based on farm size, type and region, social status, lifecycle circumstances and

3 G.E. Mingay, English landed society in the eighteenth century (1963), p.246.
4 The classic account is I. Pinchbeck, Women workers and the Industrial Revolution, 1750-1850 (1930, 1981), but see

also L. Davidoff and C. Hall, Family fortunes: men and women of the English middle class 1780-1850 (1987, 2002)
and D. Valenze, ‘The art of women and the business of men: women’s work and the dairy industry c.1740-1840’,
Past and Present, 130 (1991), pp.142-169.
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household structure. This project therefore aims to identify and catalogue the whole range of
activities undertaken by farmers’ wives, daughters and widows, calculate the contribution they made
to the family business, and assess the ways their position changed over time and space.

This paper however will concentrate on the position of farmers’ widows, drawing upon the
accounts kept by two farmers’ widows in the late eighteenth and early nineteenth centuries. Frances
Hamilton owned and managed the 100-acre Lydeard House farm in Somerset after the death of her
husband in 1779, directed a labour force of indoor and outdoor workers and undertook brewing and
cidermaking.5 Mary Simpson took over the running of her husband’s 94-acre rented farm in Norfolk
on his death in 1831 until her son assumed responsibility for the business in 1838.6 These records are
important, not least because they are rare surviving records kept by farm women. But they also
reveal the remarkable range of activities undertaken by these widows: the level of business acumen
attained during their years married to farmers, their skills in account-keeping, the relationship they
had with their workforce, and their participation in the wider rural community. The paper will thus
demonstrate that the model of women’s removal from the farm business in the century after 1750 is
too prescriptive.

Jane Humphries (Oxford)
Sons and mothers: family relations and sources of family income in early industrial Britain

Quantitative and qualitative evidence has been extracted from 595 working-class autobiographies
covering the period of the industrial revolution in Britain. It has been used to establish the origins of
family subsistence and the nature of family relations.  Investigation of the economic roles of mothers
and fathers suggests the early and widespread predominance of reliance on the earnings of the male
household head with mothers predominantly engaged in domestic activities.  Less than 40 per cent of
mothers augmented family incomes and many of these worked only spasmodically or in response to
some family crisis that incapacitated or unemployed the male breadwinner. The families were
“Parsonian” in their structure and function even though drawn from a pre and early industrial
context.  This division of labour structured relationships within families.  Fathers became distant
figures.  “Providing” fulfilled their responsibilities.  In the home, and in the life of the child, mothers
were supreme and it was to their mothers that the autobiographers cleaved, allying with them against
the rest of the world which sometimes included their fathers.  These “Parsonian” family dynamics
have implications for the age at which sons started work, first jobs and the control of their earnings.
They also bear on the nature and consequences of inter-generational contracts for care and support
that bound parents and children together over time.

5 This farm was first discussed in H.V. Speechley, ‘‘Female and child agricultural day labourers in Somerset, c.1685-
1870’ (PhD thesis, University of Exeter, 1999).

6 Norfolk Record Office, MC 561/44-55.
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IV/F   The Great Divergence

Chair: Robert Allen (Oxford)

Stephen Broadberry & Bishnupriya Gupta (Warwick)
Cotton textiles and the great divergence: Lancashire, India and shifting comparative advantage,

1600-1850

Abstract

The shift of comparative advantage in cotton textiles from India to Britain was a key episode in the
Great Divergence of living standards between Europe and Asia. We offer a new, quantitative
perspective on this pivotal development, centred on the interactions between the two countries. The
growth of cotton textile imports into Britain from India via the East India Company opened up new
opportunities for import substitution as the new cloths, patterns and designs became increasingly
fashionable. However, high silver wages in Britain as a result of high productivity in other tradable
goods and services, meant that British producers of cotton textiles could not use labour-intensive
Indian production methods. The growth in British labour productivity that resulted from the search
for labour-saving technical progress meant that unit labour costs became lower than in India despite
the much higher wages in Britain. However, the full effects of the change in comparative unit labour
costs were delayed until after the Napoleonic Wars by a temporary rise in the price of raw cotton in
Britain.

I. Introduction

During the early modern period, India was the world’s main producer of cotton textiles, with a
substantial export trade, which was extended to Britain on a large scale from the seventeenth century
(Baines, 1835: 55-83; Robson, 1957: 1). By the early nineteenth century, however, Britain had
become the world’s most important cotton textile producer, dominating world export markets, and
even exporting to India (Ellison, 1886: 57-70; Robson, 1957: 1-3). This dramatic shift of
comparative advantage during the Industrial Revolution was surely one of the key episodes in the
Great Divergence of living standards between Europe and Asia. However, the literature on the
British cotton industry has traditionally focused on domestic production issues, and has had
relatively little to say about interactions between India and Britain (Ellison, 1886: 14-70, Landes,
1969: 82-88; Rose, 2000: 22-37).1 To the extent that a comparative perspective has been taken at all,
it has been conventional to compare Britain with other European countries or the United States
(Landes, 1969: 159-169; Rose, 2000: 37-56).

The shift of comparative advantage is analysed here in terms of unit labour costs, and
emphasising the interactions between Britain and India. The growth of cotton textile imports into
Britain via the East India Company from the seventeenth century opened up new opportunities for
British manufacturers via a strategy of import substitution and re-export substitution, as the new
cloths, patterns and designs became increasingly fashionable (de Vries, 1993; Berg, 2002; Inikori,
2002: 428). However, high silver wages in Britain as a result of high productivity in other tradable
goods and services, meant that British manufacturers could not use labour-intensive Indian
production methods. Broadberry and Gupta (2003) show that an unskilled labourer in India earned
little more than 20 per cent of the English unskilled wage as early as 1600, when Indian wages are
converted to pounds sterling at the prevailing exchange rate. Low Indian wages acted as a spur to
labour-saving technical progress in the British cotton textile industry. As British productivity
increased, a point was reached where Britain’s higher wages were more than offset so that unit
labour costs were lower in Britain and the shift in comparative advantage occurred. However, the

1 This view is perhaps most memorably summarized by the anonymous schoolboy’s answer to a question on the
Industrial Revolution which began with the phrase “About 1760 a wave of gadgets swept over England” (Ashton,
1948, p.48).
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shift was delayed in international markets during the late eighteenth and early nineteenth centuries by
a war-induced increase in the price of raw cotton in Britain (Mitchell, 1988: 759-760). The shift in
comparative advantage in the Indian market was delayed further by transport costs, which continued
to give Indian producers an advantage in their home market until the 1860s (Ellison, 1886: 63;
Twomey, 1983).

The paper proceeds as follows. In section II we set out the quantitative dimensions of the
development of the industry in the two countries. We then examine comparative wages and
productivity in section III, showing the shift in comparative advantage as productivity increased in
Britain and stagnated in India. Section IV re-examines the issue of high wages and labour saving
technical progress, while Section V concludes.

JEL classification: N60, N70, O14, O31
Key words: Cotton, comparative advantage, unit labour costs, Lancashire, India

Acknowledgements: We would like to thank participants in a seminar at Warwick for helpful
comments and suggestions.

Alvaro S Pereira (York)
Triple engines of growth: why Europe and not Asia?

The paper argues that pre-industrial Western Europe was not special in the world economy, it
became special. Namely, before the Industrial Revolution, not only China, India and Japan were
probably as productive as Western Europe, but also the pre-industrial economies of both regions had
several growth spurts, indicating recurrent periods of dynamism and stagnation. On the other hand,
Western Europe forged ahead in the eighteenth century because it was the first region to develop
“triple engines of growth”, consisting of human capital, technology, and organizational change.

First, after the Renaissance, literacy rates dramatically increased throughout Western Europe
and became highly correlated with the level of a country’s economic development. Between 1500
and 1800, literacy rates increased more than four times in the most advanced European countries.
The quality of European human capital was also enriched by the development of the scientific
method and culture, as well as by the diffusion of the printing press. The rise in literacy combined
with the science-induced improvement in human capital quality became crucial contributors to the
rise of Western Europe. Other countries that had similar levels of development to Western Europe
around 1500 (e.g. China, India, Japan) did not develop the scientific culture and method that
Newtonian mechanics propagated around the European continent (Jacob 1997).

Second, by the eighteenth century Western Europe had developed better technology than other
regions of the globe. These technologies were highly complementary to the organizational changes
brought by the development of the factory system, which helped and fomented the transition to the
new organizational modes. Although in previous periods (e.g. during the Song dynasty), Asia was
technologically superior to Europe, at the outset of the Industrial Revolution, Europe was
substantially more advanced in terms of technology and mechanization.

Third, by the eighteenth century, factory-induced organizational changes were occurring at a
much faster pace in Western Europe than in Asia. Without the factory, it is likely that the growth
performances of Western Europe and Asia would not have been so markedly contrasted. In this
context, proto-industrialization and the complementarities resulting from technological innovation
were fundamental for Western Europe to forge ahead in the eighteenth century.

Inside Europe, Britain was the first to achieve sustained economic growth, because it was the
first country in which the three engines were fully operational. The countries that followed suit also
developed the triple engines of growth. In Asia, by the nineteenth century, Japan was the country in
which the triple engines of growth were better prepared. Compared to the other Asian economies, by
the end of the Tokugawa period, the Japanese had better human capital (with higher literacy rates
than many European countries, and receptive to foreign learning), it was willing to import
technology and knowledge from outside countries (mostly Western Europe), and organizational
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change was occurring. In spite of its early development during the Song dynasty, by the eighteenth
century the Chinese lagged behind the Japanese in terms of human capital, and technological
creativity.

David Flacher (Paris XIII)
Industrial revolutions and consumption: a common model to the various periods of industrialization

The literature on the link between household consumption and the emergence of the First Industrial
Revolution has led to numerous and still active debates (Ramos, 2003). We may distinguish between
those suggesting that the revolution was demand driven (McKendrick et al., 1982), (Brewer &
Porter, 1993), those promoting a supply driven revolution (Mokyr, 1993) and finally others who
partly reconcile these two approaches (de Vries, 1994).

Most of these historical conceptions are however generally considered only from the point of
view of the First Industrialization and thus give up proposing a unifying approach of the various
phases of industrialization. However, history shows that three ruptures, all being both qualitative and
quantitative, can be identified in household consumption since the eighteenth century: the “consumer
revolution” in the eighteenth century, the “consumption goods revolution” during at least the second
half of the nineteenth century, and the “mass consumption” during the second part of the twentieth
century. These ruptures have been partly permitted (and maybe caused) by deep transformations of
trading habits, especially in transportation and distribution. They are also linked to the various phases
of industrialization, even if the causality is debatable, as can be seen in the discussion on this
question.

After having briefly presented certain hypothesis on those questions, based on the economic
history literature (Flacher, 2003), this article proposes a model that allows us to provide an
explanation about the link between industrial revolution and the evolution of consumption structure.
We introduce an original consumption function that depends, for each product, on: the evolution of:
the number of created and suppressed jobs, the wage rate and profits. The components of this
function are supposed to reflect the specific behaviours of the different agents on the employment
market (the agents that lose or find a job, the agents that have one and that benefit from the growth of
wage rate, and the agents whose income is obtained from the capital). Then, the hypothesis on the
consumers’ behaviour during the various periods of industrialization allows us to define the products
integrating new techniques (at the considered time) and to establish the link between the evolution of
consumption structure and economy growth regime. We conclude by showing that an industrial
revolution (in a sense we define), can only happen if the consumption structure is enriched with
products integrating new techniques in such a way that the ratio between the growth rate of these
products and the growth rate of the economy reaches a minimal value.
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Economic History Society Annual Conference

31 March – 2 April 2006

University of Reading

Call for Academic Papers

The 2006 annual conference of the Economic History Society will be hosted by the University of
Reading from 31 March to 2 April.

The conference programme committee welcomes proposals in all aspects of economic and social
history covering a wide range of periods and countries, and particularly welcomes papers of an
interdisciplinary nature.

The committee invites proposals for individual papers, as well as for entire sessions (3-4 speakers,
1.5 hours duration).  The latter should include proposals and synopses for each paper in the session,
although the committee reserves the right to determine which papers will be presented in the session
if it is accepted.  If a session is not accepted, the committee may incorporate one or more of the
proposed papers into other panels.

For each proposed paper, please send (preferably by e-mail) a brief c.v. and a short abstract
(including name, postal and e-mail addresses) of 400-500 words to:

Maureen Galbraith
Economic History Society
Dept of Economic & Social History
University of Glasgow
4 University Gardens
Glasgow   G12 8QQ
Scotland, UK
E-mail: ehsocsec@arts.gla.ac.uk

For full consideration, proposals must be received by 19 September 2005.  Notices of acceptance
will be sent to individual paper givers by 18 November 2005.

It is the normal expectation that speakers who submit a proposal for a paper to the Conference
Committee should be able to obtain independent financial support for their travel and conference
attendance.  However, a very limited support fund exists to assist overseas speakers who are unable
to obtain funding from their own institution or from another source.  Details of this fund and an
application form can be obtained from the Society’s administrative secretary, Maureen Galbraith
(ehsocsec@arts.gla.ac.uk).  It is important that a completed application form is included with the
paper proposal and the brief c.v. which are submitted to the conference committee for the September
deadline.  Only in exceptional circumstances will later applications for support be considered.
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Economic History Society Annual Conference

31 March – 2 April 2006

University of Reading

Call for New Researchers’ Papers

The 2006 annual conference of the Economic History Society will be hosted by the University of
Reading from 31 March to 2 April.

The annual conference opens with papers presented by new researchers.  They offer those
completing doctorates the opportunity to present their work before professional colleagues and to
benefit from informed comment.

The session will be held on the afternoon of Friday 31 March 2006.  Those wishing to be considered
for inclusion in the programme at Reading must submit a synopsis by 19 September 2005.  This
should provide a firm title, a succinct summary of the principal themes and methodology of the
paper, and an outline of probable conclusions.

The synopsis should be of not more than 500 words.  It must be accompanied by a clear statement of
the progress of research, intended date for submission of thesis, and a statement of support from the
supervisor.  Please note that proposals from researchers at an early stage of their work will not
normally be accepted.

Those selected for inclusion in the programme will be asked to submit a paper, not exceeding 2500
words, by 3 January 2006 for circulation in the Conference booklet.  Each new researcher will have
the opportunity to speak for twenty minutes, followed by ten minutes of discussion.  The student’s
supervisor will normally be expected to chair the session.  A prize of £250 will be awarded for the
best paper presented at the Conference by a new researcher.

The Economic History Society is able to offer limited financial support to enable new researchers to
attend the Conference when this is not available from their institution.

Synopses (including name, affiliation, postal and e-mail addresses) and any enquiries should be
directed (preferably by e-mail) to:

Dr Margaret Yates
School of History
University of Reading
Whiteknights
Reading
Berkshire
RG6 6AA
E-mail: m.h.yates@reading.ac.uk


